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MONDAY, JANUARY 31, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON Ways AND Mzans, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in the main hear- 
ing room of the committee, House Office Building, Hon. Jere Cooper 
(chairman ) ae 

The CHarrmMan. The committee will please be in order. 

The first witness appearing on the calendar this morning is our 
colleague, the Honorable James E. Van Zandt. The Chair is advised 
that Mr. Van Zandt is ill this morning and will appear tomorrow 
morning instead. 

The next witness on the calendar is the Honorable Cleveland M. 
Bailey, of West Virginia. 

Mr. Bailey, will you come forward, please? Mr. Bailey, we know 
you very pleasantly, but for the record will you please give your name, 
address, and the capacity in which you appear / 


STATEMENT OF HON. CLEVELAND M. BAILEY, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Battey. Mr. Chairman, and members of the committee; for 
the purpose of the record, I am Cleveland M. Bailey, Representative 
in Congress for the Third District of West Virginia. 

My purpose in appearing before you is to protest the approval by 
your committee of the Randall Commission report and recommenda- 
tions which are embodied in House bill No. 1, introduced by your dis- 
tinguished chairman, Mr. Cooper, of Tennessee, which provides for a 
3-year renewal of the present Reciprocal Trade Agreements Act with 
added far-reaching and questionable: provisions. 

At this point, I would like to digress, Mr. Chairman, to say that 
toward the close of my report I would like to discuss rather informally 
with this committee some 4 or 5 major changes in the escape clause, 
which is sections 6 and 7 of Public Law 50. 

Mr, Chairman, there are two diametrically opposed points of view 
on President Eisenhower’s tariff proposals which emanate from the 
Randall Commission. One is that we are going to give away some of 
our wealth anyhow, and we might as well do it on an economic rather 
than an ellemosynary basis; this is just another way of saying “more 
trade and less aid.” The other point of view is that if you give the 
President what he is asking certain American industries such as tex- 
tiles, coal, electrical equipment, watches, bicycles, glassware, pottery, 
fisheries, and a hundred other well-established and basic domestic 
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industries will have to be abandoned because they will have to compete 
in the American market with commodities that are made abroad with 
cheaper labor that can employ American capital. ; 

The drive to lower tariffs is a greater threat to the economic and 
political stability of this country than any other danger confronting 
us from the outside world. It has within it all the seeds of self-decep- 
tion, pollyanna welfarism, fear of Communist and unsound economic 
planning necessary to destroy our present standard of living. 

The history of the tariff in the United States has, in the past, been 
principally the story of a conflict between manufactured goods and 
farm products, between the industrial East and the agricultural 
South and West. 

Today that is not the conflict. The differences of view are between 
the great units of mass production—big business, if you please—and 
the small manufacturer. 

Big business is world-conscious. It not only hopes to sell univer- 
sally, but it manufactures in many countries. Its capital is not onl 
locally invested; it is invested abroad. This is not true of the canal 
manufacturer. He makes goods for a local market, whether that 
market is the United States or some region of the United States. He 
may not produce a superior product to one made elsewhere, but he 
employs American labor, pays taxes not only to the Federal Gov- 
ernment but locally, and his price is geared to the American standard 
of living. If our smaller manufacturers are driven out of existence 
as you propose to do by faulty economic policies, the social damage 
could be enormous. 

Those who talk about a free market do make the point that if such 
American manufacturers cannot compete with foreign goods, they 
ought to go out of business as an admission of their inefficiency. This 
position has some virtue, but when the Government subsidizes the ex- 
port of American capital to manufacture competitive goods, the ad- 

vantage to the American manufacturing abroad with cheaper labor 
and cheaper costs all around is so great as to be noncompetitive. 
Please note this: A free market is only possible if there are no sub- 
sidies, no rebates, and no economic tricks. 

In this struggle, big business may possibly win the immediate battle. 
It has utilized great persuasive forces to convince the American people 
that we ought to have a lower tariff, easier customs procedures, and 
now a rebate on taxes for investments abroad, a tax differential that 
benefits them tremendously. 

But this does not solve the social problem of unemployment in the 
United States, and that will have to be solved, because the unemployed 
vote in elections as well as the employed do, and their votes count for 
as much. In such a State as West Virginia, where residual oil is 
knocking down the coal industry, unemployment can develop into a 
major political issue as it already is an alarming economic and social 
problem. 

The present tariff proposals are the most radical in our history. 
Neither President Roosevelt nor President Truman, both low tariff 
men, dared politically to grant a subsidy for the export of capital. 
That is now before the Congress for action. Neither Roosevelt nor 
Truman dared politically to submit the General Agreement on Tariffs 
and Trade to the other body of the Congress for its approval or dis- 
approval. They knew full well that to do so would be asking the 
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Congress to surrender its Constitutional authority to control tariff 
and trade policies. 

Your committee might well remember what happened in the Con- 
gress when the International Labor Organization and the Inter- 
national Trade Organization were brought up. 

It might be well for me to remind you, my colleagues, that when the 
Sist Congress extended the Trade Agreements Act in 1951, the other 
body wrote in language which the House later approved. 1 quote 
from section 10 of Public Law 50 which reads as follows: 

The enactment of this act shall not be construed to determine or indicate the 
approval or disapproval by the Congress of the executive agreement known as 
the General Agreement on Tariffs and Trade. 

In face of this statement of disapproval, it would appear that the 
new provisions contained in subsections A and B of section A of H. 
R. 1 are merely a trial balloon to see if the Congress is in the mood to 
later put its approval on the presently outlawed General Agreement 
on Tariffs and Trade, better known as GATT. 

Now, let us see what we are proposing to do. 

Proposed new grants of power: H. R. 1 presently before you would 
greatly widen the power of the President under the trade agreements 
program. 

Heretofore his power was confined to adjusting the tariff up or down 
by 50 percent. Under H. R. 1 he would be authorized to make trade 
agreements that include provisions relating to import quotas, customs 
formalities, the favored-nation clause, quantitative restrictions, and 
to other matters relating to trade. 

The executive branch, principally the State Department, could then 
enter into a trade agreement, such as GATT, General Agreement on 
Tariffs and Trade, to outlaw import quotas and to eliminate those 
already in effect. The questions would not then be subject to con- 
gressional review because the necessary authority had already been 
granted under H. R. 1. The President could use present or pros- 
pective import quotas as a means. of bargaining for trade concessions 
from other countries. He, or rather the State Department, for ex- 
ample, might agree to liberalize the import quota on cotton, wheat, 
or peanuts as a means of increasing the market in Brazil, India, Can- 
ada or elsewhere for our American automobiles, machinery, packing- 
house products, and so forth. 

On the other hand, that Department might agree not to impose a 
quota on particular items such as lead, zine, fish or dairy products, 
oats, fuel oil, and so forth, in return for concessions that might im- 
prove our exports of other products to those countries. 

It is true that the bill says that these provisions, relating to quotas, 
customs formalities, and so forth, shall not be given an interpretation 
inconsistent with existing legislation; but aside from the Sugar Act 
there is no legislation that fixes quotas and there is none that says 
quotas cannot be outlawed. 

The bill would give the President full power to make agreements 
on quotas as he liked, either to use them or not use them. There are 
no guideposts. He could tie the hands of Congress by agreeing to a 
ban on quotas. That would be with the permission of Congress itself 
if it enacts H. R.1. Quota provisions could be put into trade agree- 
ments quite outside any present power of the Tariff Commission and 
in disregard of section 22 of the Agricultural Adjustment Act. 
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The powers proposed in the bill over customs formalities would 
again invade the province of Congress. All that would be necessary 
would be to find an area in which Congress had not hitherto legis- 
lated. Then there would be no inconsistency with existing legislation. 
The powers of Congress to legislate could then be forestalled and the 
field preempted for executive agreements. 

Then follows the provision that the President can make agreements 
containing provisions with respect to other matters relating to trade. 
This is a carte blanche bestowal of power and would represent a 
bowing out by Congress in the matter of trade relations. The bill 
was not written on the Hill. It is the product of the Randall Com- 
mission staff and representatives of the various executive agencies 
that concern themselves with trade agreements. This was admitted 
by Mr. Dulles. 

But this is only part of the State Department plan. From.1945 
to 1950 that Department sought to take this country into the Inter- 
national Trade Organization, ITO, which that Department itself con- 
ceived, nurtured, and fostered. When in 1950 the charter came be- 
fore Congress it was flatly rejected. It came before the House Com- 
mittee on Foreign Affairs where after hearings, it died in committee. 
The Senate Foreign Relations Committee did not even hold hearings. 
The fate in Congress sealed ITO’s fate elsewhere and it died. 

The present bill, H. R. 1, together with the later-to-come GATT 
ratification proposal, are designed to pave the way for the resurrec- 
tion of ITO. 

It is contemplated that only the organizational features of GATT 
will be offered to the Senate for ratification, after the revision of 
GATT now under way in Geneva, is completed. The resolution will 
call for approval by Congress of an international organization, a 
headquarters for it, a setup such as an assembly, a council and a secre- 
triat, and a basis of financial support. It will all have a very inno- 
cent appearance. The powers of the organization will not be spelled 
out. it may be named the Organization for Trade Cooperation. 

The power and authority involved, so far as the United States is 
concerned, will be expected to be conferred on the President by H. R. 
1. Armed with such powers the Executive through a trade agree- 
ment could then lead us into the new International Trade Organiza- 
tion. What failed of accomplishment in 1950’ through the direct 
approach will have been accomplished by indirection. 

Should this come to pass the responsiveness of Congress to the 
electorate will have been destroyed in this field. Not only would it 
avail constituents, representatives of industry, agriculture, or labor, 
nothing to petition their Congressmen or Senators about tariff and 
trade matters, it would be quite useless even to petition the White 
House or the State Department. 

The real seat of power would be Geneva; and the United States 
would have 1 vote out of about 35. A mere citizen of this country 
would be unable to present his case. He would not have access to the 
chambers where the power over our tariff and domestic and foreign 
trade would be lodged. 

That is the plan. In this way it is sought to guarantee to other 
countries the stability they seek in our tariff administration. Reten- 
tion of this power in Congress, where the Constitution has placed it, 
would make such a guaranty useless and without effect. That is why, 
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despite the Constitution, these broad Presidential powers are sought. 
The State Department could then gratify the expressed desires of 
other countries and offer them a stable tariff free from the uncertainty 
of congressional “tampering.” 

With grants of added power to the President in rate fixing, with 
lower import duties, the impact on domestic producers is sure to be 
severe. In this connection, may I suggest that the committee give 
serious thought to a proposal to clarify and strengthen the present 
escape clause in sections 6 and 7 of Public Law 50, the present act 
extending the agreements. 

I have here, Mr. Chairman, a report from the Tariff Commission 
as of the date of January 1, 1955, a summarization of all the cases that 
have come before the Tariff Commission since it was designated by the 
Congress as the hearing agency for the Congress. I am surprised to 
learn that in 14 cases, applicants who the Congress intended should 
be given an opportunity to prove injury were flatly refused even a 
hearing by the Tariff Commission. I am more distressed at the fact 
that of the 12 cases that the Tariff Commission reported on favorably, 
at least 7 of them were totally disregarded by the President. 

It is those things that I want to talk to you about, and I want to 
suggest some 4 or 5 major changes in the present escape clause. 

As the sponsor of the escape clause contained in the act of 1951, 
may I suggest some 3 or 4 major changes in subsections B and C of 
section 7 that would afford added relief to American industries now 
being harassed by mounting imports to the point where many have 
been driven out of business or will be foreed out of business by the 
terms of the legislation now before you for consideration. 

1. Subsection (a) of section 6 of the Trade Agreements Extension 
Act of 1951, as amended (19 U.S. C., sec. 1363 (a) ), is hereby amended 
by adding at the beginning thereof the following words: “Except 
as provided in section 7 (c) of this Act,”. 

2. Subsection (b) of section 7 of the Trade Agreements Extension 
Act of 1951, as amended (19 U.S. C., sec. 1364 (b), is hereby amended 
to read as follows: 


(b) In arriving at a determination in the foregoing procedure the Tariff Com- 
mission, without excluding other factors, shall take into consideration a down- 
ward trend of production, employment, prices, profits, or wages in the domestic 
industry concerned or any substantial subdivision thereof, or a decline in sales, 
an increase in imports over a representative period prior to the concession, or an 
increase in imports over any representative period after the concession, either 
actual or relative to domestic production, a higher or growing inventory, a 
decline in the proportion of the domestic market supplied by domestic producers, 
and higher domestic costs for labor and raw materials than those of foreign 
producers. When a product upon which a concession has been granted under a 
trade agreement is, as a result, in whole or in part, of the duty or other customs 
treatment reflecting such concession, being imported into the United States in 
increased quantities, either actual or relative, the Tariff Commission shall con- 
sider such increased imports as the cause or threat of serious injury to the 
domestic industry or any substantial subdivision thereof producing like or 
directly competitive products, when it finds that such increased imports have 
been a substantial factor, although not the only factor, contributing to the 
serious injury to such industry. 


_ I want to direct your attention to a proposed amendment to subsec- 
tion (c) of section’. 


(c) The findings of the Tariff Commission included in its report of its investi- 
gation and hearings shall be final as to the existence or threat of serious injury 
to the domestic industry, and upon receipt of such report, the President, unless 
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he find that the recommended remedy, if proclaimed, would seriously impair 
the conduct of foreign relations, shall make such adjustments in the rates of 
duty, impose such quotas, or make such other modifications as are found and 
reported by the Commission to be necessary to prevent or remedy serious injury 
to the respective domestic industry. If the President does not take such action 
within sixty days he shall immediately submit a report to the Committee on 
Ways and Means of the House and to the Committee on Finance of the Senate 
stating why he had not made such adjustments or modifications, or imposed such 
quotas. ; 

The proposed additions to H. R. 1 which I suggested are designed to 
accomplish the following five objectives: 

1. To make the finding of the Tariff Commission as to the existence 
of serious injury to the domestic industry final and binding on the 
President, and to permit the President to reject the recommendations 
of the Commission only for reasons of the national interest. 

What I seek to do in subsection (c) is to deny the President the 
power to circumvent the findings of the Tariff Commission. The re- 
port of the Commission issued January 1, 1955, shows 12 cases in which 
the Commission, by a majority vote, ordered the import rates increased 
as the result of hearings to prove injury. 

Seven of these cases were nullified by the President who, through 
the advice of the State Department or the Committee for Reciprocity 
Information, came up with additional findings of fact as a basis for 
killing the Commission’s findings. 

The Congress never gave the President this authority. Here, Mr. 
Chairman and members of the committee, is the basic issue that con- 
fronts us. Shall we retain in the Congress and the Tariff Commission 
the constitutional authority given the Congress or shall we surrender 
this power to adjust matters of tariff and trade to the executive de- 
partment ? 

Here is an example of how this self-assumed authority works: Let 
us take the Silk Scarf case. I have the case here certified to me by 
the Tariff Commission, and what I am stating is absolutely true. 

This case was docketed as Investigation No. 19, under section 7 of 
the Trade Agreements Act, 1951. That is the escape clause. Note the 
time, please: Application dated, April 14, 1952; application instituted, 
August 15, 1952; hearing date, February 24 to 27, 1953; 1 year and 1 
day after application. Decision issued, April 13, 1953. Note, the 
decision by the Commission was unanimous and recommended 
increased import rates, lifting the ad valorem duty from 32.5 cents 
to 65 cents. 

The President on June 10, 1953, asked for a delay and also re- 
quested additional information and study. 

August 6, 1954, the second report was again certified to the President 
that he should up those ad valorem duties. What did he do? He again 
took it under consideration as of August 6, 1954, and on December 23. 
last December, he reported that he found no basis for injury. 

The irony of it is that during the first 2 years they were kicking 
that around, 11 of the 13 firms that made application were driven 
out of business. The last two of the 13 were driven completely out of 
business during the 6 months in which the President was kicking it 
around. Imagine a situation of that kind. After 30 months, they 
come up with a finding they can find no injury, and all 13 of the firms 
who made the applications weer driven out of business. It simply 
makes a farce out of the administration of the Tariff Commission, by 





TRADE AGREEMENTS EXTENSION 1369 


giving the President authority, and the State Department authority, 
to meddle in the affairs of what Congress said they wanted to retain, 
that is the control of our trade and tariffs, by setting up the Tariff 
Commission for that purpose. 

I want to call attention to the activities of the President’s Cabinet 
Committee. It has no legal status. In considering this Randall 
Commission report, the chief counsel of the Tariff Commission was 
breught in and asked his opinion about it. The gentleman wanted 
to offer some suggested changes, and they said, “No, no change. We 
just want your reaction to it.” 

So he politely walked out of the conference. 

Now, let us take the second change that I would like to see made in 
your escape clause. 

2. To make clear to the Tariff Commission the intent of the Con- 
gress as to what constitutes a domestic industry. 

One of the major changes I suggest in amending subsection B of 
section 7 of Public Law 50 is to clarify the intent of Congress as to 
the phrase “domestic industry.” I wish you would follow me closely 
on this, please. The Commission has in several of its rulings, denied 
claims of injury on the ground that, while they were operating at a 
loss in the sale of one article that was injured by foreign imports, 
they were producing other articles not in competition with foreign 
imports on which they were making a profit that wiped out their loss. 

The change makes it clear that the Congress meant “domestic in- 
dustry” or a substantial subdivision branch of the particular industry. 

That is what I am proposing to write into the escape clause. 

Change No. 3: To require the Tariff Commission, in arriving at a 
determination as to whether imports have increased to take into con- 
sideration a comparison of the current rate of imports with the rate 
during a representative period both prior to and subsequent to the 
concession. 

Another change has to do with a comparison of imports as a basis 
of proving injury. Let us go back to this base period that I propose 
to correct. Let us take the case of the clothespin industry that was 
processed just a few months ago. They were refused on the ground 
that the present imports of clothespins from Denmark and Sweden 
were not out of line with the imports in a base period they found back 
in 1945-46. 

If you will recall, gentlemen, we had a reciprocal trade agreement 
with Mexico that has since been canceled, but it was in existence in 
1945-46. You will recall that during the war, there was a freeze 
order on highly tempered steel wire, so that the American producers 
of clothespins could not make that type of pin. So there was a great 
demand for those pins in this country. 

During the war, a group of Americans interested in making a fast 
dollar went down to Mexico and built a clothespin plant. In 1945-46 
they imported approximately 3 million gross, a gross of 144, for those 
they imported approximately 3 million gross, a gross of 144, for 
those years of 1945-46. What does the Tariff Commission do when 
they go to find a base period? Instead of going back prior to the 
concession and comparing the imports from Denmark and Sweden, 
they pick up the base period of 1945-46 where the imports came from 
Mexico. There are no imports from Mexico now. We do not have 
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a trade agreement with Mexico. They are not a member of the trade 
agreements. 

The whole thing is simply making a joke out of what Congress 
intended to do. 

I want to write some teeth in this amendment so they will know 
what they can do. You know they have turned down several cases 
on the basis of an Executive order issued by the President. This 
Congress has not given the President authority to issue an Executive 
order clarifying what the Congress meant by the escape clause. 

Let us go into a fourth change that I am talking about; 

4. To require the Tariff Commission to find the existence of serious 
injury or a threat of serious injury when it finds that increased imports 
have been a substantial factor, although not the only factor contribut- 
ing to the injury. 

The change would require the Tariff Commission to consider all the 
enumerated factors in the escape clause. Several of their rulings have 
been based on one particular factor in total disregard to other factors 
where injury existed, and was so indicated by the hearings. This cor- 
rection is necessary unless you want the Tariff Commission’s pro- 
ceeding to continue to be more or less a joke and certainly meaningless. 

5. To require the Tariff Commission, in arriving at a determination 
as to the existence of injury, to consider, among other things, higher 
domestic costs for labor and raw materials than those of foreign 
producers. 

Practically every witness that has testified in opposition to H. R. 1 
before your committee in the current hearings has complained bit- 
terly over the difference in wage levels here and abroad and even the 
difference in cost of raw materials and working conditions. 

The Tariff Commission makes every domestic producer who requests 
a hearing to prove injury to give a detailed report on their fiscal 
affairs such as gross receipts, operating expense, net profits, and 
taxes. They do not require this information from importing firms 
or the foreign producer. They have no basis of comparison. 

The need for this amendment is best pinpointed by an incident that 
occurred at a recent hearing before the Commission when I produced 
= through correspondence with the American Embassy at Copen- 

agen, Denmark, that one of the large firms importing clothespins 
from Denmark did not own a clothespin plant. They were buying on 
contract the clothespins made in Danish prisons and shipping them 
into this country under the trade agreement. 

I submit, gentlemen, there is little, if any, difference between prod- 
ucts of prison labor and products of slave labor. 

In general, these additions, Mr. Chairman, are designed to spell out 
in the act the intent which Congress had in enacting sections 6 and 7 
of the Trade Agreement Extension Act of 1951. They do not in any 
way curtail or reduce the powers of the President under the act. The 
merely recognize the fact that the escape-clause provisions of sueh 
act have been interpreted in a manner inconsistent with the intent 
of Congress, and revise the language of these provisions solely for the 
purpose of clarifying such intent. 

Acceptance by the committee of these suggested changes will go a 
long way toward setting up proper safeguards for the great mass of 
American — who today face loss of their industry, loss of 
profits, and increased unemployment. 
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In conclusion, Mr. Chairman, may I call the attention of the com- 
mittee to the Van Zandt bill, H. R. 864, which would place an import 
quota on shipments of crude and residual oil from Venezuela and the 
Far East. There will be others of my colleagues from West Virginia 
and other surrounding coal States, who will present in detail the 
reasons why the proposal of Mr. Van Zandt should have serious con- 
sideration and early action of this committee. 

Let me say to you, that I, coming from the State of West Virginia, 
make a plea to you that you do not further ruin the economy of the 
State of West Virginia in order that some other section of this coun- 
try might benefit under the Trade Agreements Act. We can take it 
on the chin over in West Virginia, and we have been taking it on the 
chin. But we are at a point where we demand some action from this 
committee. Five of West Virginia’s major products, including in- 
dependent oil, coal, clothespins, glass, and pottery are affected. Our 
revenues are from 20 to 3314 percent off for the operation of our State 
government. We will probably have to curtail the school term from 
9 to 6 months. We will not be able to match old-age pensions or even 
Federal road funds unless we can improve the economic situation. 

The purchasing power of the people is down to a point where the in- 
come from our State consumer sales tax is off 19 percent. The income 
from our gross sales tax on manufacturing and mining is off 29 per- 
cent. You are making an economic desert out of certain sections of 
this country in order to provide business for big business and mass 
production industries. 

I sincerely hope, gentlemen, that you will not push this matter 
through. I sincerely hope, gentlemen, that unless you can make the 
changes that I have suggested here, including some kind of an import 
quota on crude and residual oil, that you do not ask to bring this out 
under a closed rule but let the Congress have some opportunity to make 
some changes. 

Gentlemen, there will be nothing left for me to do, Mr. Chairman, 
if it comes out under a closed rule, than to continue my fight to de- 
feat the closed rule, because there are too many things involved here, 
too much of the welfare of America involved, not to bring it out and 
let us meet it as we meet most other problems. 

Thank you, Mr. Chairman. 

The CHarrman. Does that complete your statement, Mr. Bailey ? 

Mr. Battery. Yes, sir. 

The Cuarrman. We thank you for your appearance and the in- 
formation given the committee. 

Are there any questions ? 

Mr. Reed of New York will inquire. 

Mr. Reep. I would like to congratulate you, sir, on the very careful 
way in which you have prepared your statement, and the convincing 
way in which you have presented it. JI want to call attention to a fact 
that is rarely chiebloinsa in these hearings. That is that foreign na- 
tions have free access to our market with respect to about 60 percent 
of our imports. About 60 percent of our imports are on the free list. 
I do not know of a nation where we have such free exports into those 
countries. 

Do you know of any ? 

Mr. Battery. I do not recall any right at the present time. 


Mr. Reep. Of course not. They protect their whole market. They 
have no free list. 
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Mr. Batter. There are just two nations that have lower tariff rates 
than the United States has, out of those that are parties to the Geneva 
agreement. 

Mr. Reep. Thank you very much. 

Mr. Jenkins. Mr. Chairman ? 

The Cuatrman. Mr. Jenkins, of Ohio, will inquire. 

Mr. Jenkins. I wish you would turn to page 12 of your statement, 
Mr. Bailey. I want to compliment you on the thoroughness of your 


statement, but there is a matter brought out on page 12 that I do not 
quite understand. 


Mr. Battey. Page 12, did you say? 

Mr. Jenkins. Y es, in the paragraph near the bottom. It says: 

The real seat of power would be Geneva, and the United States would have 1 
vote out of about 35. A mere citizen of this country would be unable to present 
his case. He would not have access to the chambers where the power over our 
tariff and foreign trade would be lodged. 

You say that would be the situation if this bill passed. 

Mr. Battey. You are setting up the groundwork in the changes 
you are proposing to make in House Resolution No. 1. That is the 
new language contained in the subdivision of section A of your new 
proposal. That is just laying the groundwork for the adoption of 
the General Agreement on Trades and Treaties by the Senate later in 
this session, if we can get the groundwork in this bill. That is why I 
quoted the statement of disappr oval insisted upon by the other body 
when we renewed the Tariff Act in 1951. That is the issue. They are 
trying to get language in this that would justify the State Depart- 
ment and the President taking us into the agreement on tariffs and 
treaties which the other body has ste: idfastly Tefused to be a party to 
since the Geneva convention. 

Mr. Jenkins. You have been a student of this matter for a long 
time. As I understand, what you say here is that if this H. R. 1 passes 
as it is, with its implications and so forth, then we will be at the place 
you describe on page 12 of your statement ? 

Mr. Battery. Yes, sir. 

Mr. Jenkins. That is all. Thank you. 

Mr. Sturson. Mr. Chairman? 

The Cuairman. Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Simpson. Mr. Bailey, to continue along the line Mr. Jenkins 
was talking of, no one has come in front of the committee capable of 
explaining this bill to us. No one has told us what is in this bill and 
what is not in it, other than people like yourself who have an opinion 
which, in this instance, is contrary to the general opinion expressed 
by those supporting the bill, to the effect that nothing in this bill would 
help with this permanent GATT organization. I think it is too bad 
that we do not have someone come before us and tell us exactly what 
is in the bill, because I am definitely inclined to the opinion that you 
have. 

Mr. Bamgy. Might I ask the gentleman a counterquestion ? 

Mr. Siweson. You may. I do not have to answer it, but you may 
ask it. 

Mr. Batney. Do you think, since this agreement does not expire 
until the 30th of June, that we should now be rushing it through be- 
fore the Members of Congress and the American people will have 
had a look at the Japanese treaty? Do you think it should be done 
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before we know what the attitude of Congress is going to be on the 
general agreement ? 

Mr. Simpson. My answer is that we should consider this exten- 
sion, we should consider the authority and know what we are talking 
about, which would make us permanently and legally in GATT, and 
we should know what the Japanese concessions are all at one time. 
It should all be one passage. The fact that it is brought in in this 
manner indicates to me that there is included in this bill authority 
which will permit us to join GATT, legally. If that authority is in 
here, I have to admit that it is w ritten in contrary to the belief of 
high-ranking Cabinet officials who state it is not in here. That is why 
I repeat we are entitled to have someone from the administration— 
Mr. Randall is the man who should do it—come up here and tell us 
what is in this bill. 

Mr. Battery. I would be interested to sit in the audience when you 
cross-examine him on that. Why, might I ask, was there any reason 
for writing anything additional into the extension of the act? 

Mr. Srteson. I, of course, did not write this bill, nor did I intro- 
duce it. As to w hy it is in here, if it is in here, I cannot give the 
reason, except that some may figure they cannot get through a clean- 
cut bill which would authorize our joming GATT. W hat is your 

opinion on that? 

Mr. Batrey. I think it is a means of evading a forthright meeting 
of the issue, because they know exactly what w ill happen. 

Mr. Smrrson. You will recall in years past we passed specifically a 
section of the bill which said we should not take steps to join GATT. 

Mr. Barry. That istrue. May I, for your information, Mr. Simp- 
son, as well as the other members of the committee, remind you that 
when the Congress had an opportunity, it registered by a 2-to-1 vote 
a desire to protect the small American industries when it adopted the 
escape clause. I think that the sentiment is still in the Congress to 
see to it that these small American manufacturers who are not in mass 
production be protected. 

Mr. Stmpson. You point out very effectively that point. I want to 
ask you a couple of more questions. You point out very effectively 
that in an instance where the Tariff Commission was unanimous in 
finding relief necessary—after examination and a re-examination 
they reached the same ‘conclusion—yet, nevertheless, the President, 
for a reason, stated that he could find no injury and, consequently, he 
would not give the relief. You undertake to take care of that situa- 
tion by providing in the law that if he bases his rejection upon foreign 
olitical bases necessary for our international welfare, and so states, 
1e would have the authority to do just what he did in this case? 

Mr. Bamery. No, I think you overlooked the point. What I am 
doing there is saying that the findings of the Tariff Commission are 
final as to proof of injury or the threat of i injury. The President has 
been taking those cases where there was a majority report of the 
Commission, and has put his experts from the Randall Commission 
and the Committee on Reciprocity Information out to find new bases 
of facts. He has come up with findings of facts that did not even 
exist. 

Mr. Simpson. On page 16 you state that the President, unless he 
finds that the recommended remedy would seriously impair the con- 
duct of foreign relations, shall make the adjustments. In other 
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words, you recognize some times when the President may have to 
decide rather than the Tariff Commission ? 

Mr. Baitey. That was in there for the sole purpose that he should 
have that authority in strategic materials. In a war emergency, you 
would almost have to have that authority. 
wie. Srupson. You do not take that authority, but you leave it with 
rim ? 

Mr. Battery. I do not take it from him; I leave him with it, but I 
do not give him any authority to try to go out and find new bases of 
facts beyond the actual testimony and pleadings before the Tariff 
Commission. They simply ran around the Tariff Commission in seven 
out of those 12 cases. 

Mr. Simpson. You have made an excellent statement, and I hope 
very much that someone will come, if they can, and try to contradict 
the things you have said. 

The Cuarrman. Mr. Mason, of Lllinois, will inquire. 

Mr. Mason. Mr. Bailey, in my estimation, you have given the best, 
general, comprehensive and effective analysis of the dangers involved 
in the passage of this bill of any witness we have had so far, and you 
have gone even farther than that—and this is what I particularly want 
to compliment you for—you have offered five different constructive 
suggestions to avoid or at least minimize those dangers if the bill is 
passed. That is rather unusual for a witness before this committee, 
and I want to compliment you upon it. I want to also say this, that I 
agree entirely with your analysis of this bill, the dangers contained, 
and the necessity for changing it in order to at least alleviate those 
dangers. 

Mr. Battery. I thank the gentleman from Illinois. Let me remind 
you that I seldom, if ever, find a complaint unless I try to offer some 
kind of aremedy. I am proposing it in those five suggestions. 

Mr. Mason. That is all. 


The CxHarrman. We thank you for your appearance and the infor- 
mation given the committee. 

The next witness is Hon. John P. Saylor, of Pennsylvania. 

Come forward, please, sir. Mr. Saylor, we know you very pleas- 
antly. Will you please give your name, address, and the capacity in 
which you appear for the record ? 


STATEMENT OF HON. JOHN P. SAYLOR, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Sartor. Thank you, Mr. Chairman. 

My name is John P. Saylor, a Representative from the 22d District 
of Pennsylvania. 

The CHarrman. You are recognized and may proceed, Mr. Saylor, 
to present your prepared statement without interruption. 

Mr. Sayvor. First, Mr. Chairman, I would like to commend the 
gentleman who just preceded me, Hon. Cleveland Bailey, for his ex- 
cellent statement. I have conferred a great deal with Mr. Bailey, 
and I am satisfied that he is one of the most sincere, conscientious 
Members of the House of Representatives who has the interest not 
only of his district but this great country of ours at heart. I join 
with him in the recommendations which he has given to the committee, 
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and I urge you to seriously consider them before you report this bill 
out. 

Mr. Chairman, and members of the committee, there is a distinct 
possibility that you are already familiar with some, of even all, of 
the material which I shall present here today. My story of unemploy- 
ment and poverty which the prevailing foreign trade policies have 
produced in my Congressional District is much the same as that 
which I described to this distinguished committee in May of 1953, 
except that conditions have grown steadily worse. 

For the new members of this committee as well as those others who 
may wish to be refreshed on the principal problems which confront 
the 22d Congressional District of Pennsylvania, I shall review briefly 
portions of my oe testimony. 

Parenthetically, I want to apologize for offering any information 
that may have come to you from other Members of Congress or repre- 
sentatives of industry and labor within the past several days. While 
I made certain to read the testimony of proponents of this bill, the 
fact is that in the last few days time has not permitted me to read all 
of the material coming from other witnesses who oppose the measure. 
You see, gentlemen, my office is deluged with correspondence, calls, 
and personal visits on the part of American citizens from the State of 
Pennsylvania who have been deprived of the right to work by the very 
policies which H. R. 1 would prolong and, in fact, extend in their 
destructive powers. 

I might say, Mr. Chairman, and members of the committee, that 
a the glassworkers in my district alone, I have received over 2,500 
etters. 

It has been almost 2 years since our people were told to stand by 
patiently while a commission made a study of the various aspects of 
our foreign trade policy. That Commission apparently spent many 
months in pursuit of its appointed chores. But it refused to permit 
coal-industry witnesses to a and outline their case against exces- 
sive imports of residual oil. It found time to go to Europe on an 
important mission, but it did not find time to visit a single coal com- 
munity, shipping center- or glass-manufacturing area in need of pro- 
tection from cheap foreign products. 

You know what happened in 1953. The Reciprocal Trade Agree- 
ments Act was permitted to continue for another year, and it was the 
understanding of my people that some notice would be taken of our 
dismal predicament in the intervening months. 

So far as I know, the Chairman of the Randall Commission and his 
advisers have still made no effort to look into our stricken communi- 
ties; yet a short time ago he returned to his old stand as pitchman for 
the international traders. 

Is there any wonder why residents of Pennsylvania are asking for 
an explanation and appealing to their representatives for protection 
against the preachments of the man who stacked his Commission with 
members of companies which have long been steeped in international 
dealings? 

Gentlemen, if our coal miners, railroaders, and other workers and 
residents of coal and shipping communities are to be restored to the 
status of wage-earners, residual oil and crude petroleum imports must 
be restricted to 10 percent of domestic demand. If our glassworkers 
are to receive any assurance of steady employment and not be subjected 
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to periodic economic crashes, there must be no further reductions in 
tariffs on plate and window glass; on the contrary, provisions must be 
made for more stringent duties on foreign products whenever imports 
again threaten the jobs of our American citizens in this industry. By 
the same token, numerous other industries threatened with extinction 
require a strengthened tariff program rather than one of a debilitated 
character implicit in H. R. 1. 

I might digress a minute, Mr. Chairman, and say to you that I have 
always felt proud of the district I represent and have called it on 
many occasions little America, because I think you can find most 
anything in that district that you can find in every other one, with 
one exception, and that is anybody in favor of the present trade poli- 
cies which are being pursued under H. R. 1 and its immediate prede- 
cessors. I have not received from my congressional district any 
business of any sort, make, or description, any representative of any 
business, or any representative of any labor group that has come to 
me and asked me to be in favor of this type of legislation. In fact, 
everyone that has come to me or written to me, has done so with the 
hope that something can be done to protect them and their jobs. 

To give more power to the executive branch of the Government in 
the determination of foreign trade policies is a further surrender of 
the constitutional responsibilities of Congress. When a reasonable 
person whose memory extends back even a decade is confronted with 
the fact that such a transfer of authority would eventually gravitate 
to the State Department, he should shudder in fear of what could 
be in store for the whole wage structure of American labor. 

Looking back, I wonder what greater damage could possibly have 
been imposed upon the security of this Nation if all, not just those 
who were ultimately exposed and discharged, State Department em- 
ployees had set out to destroy our country. Assuming that such 
conditions will never again infest the executive department, we must 
nevertheless accept the premise that it is dangerous to entrust re- 
sponsibility of the Congress to an outside bureau or other agency of 
the Government. 

The State Department, admittedly, is devoted to improving foreign 
relations and is not concerned with whatever repercussions its policies 
may have on the domestic economy. Now, then, can United States 
industry and labor expect to receive equitable treatment from that 
Department under these circumstances? Why, for that matter, 
should we expect State Department decisions to reflect sympathy for 
those domestic industries that are vital to the national defense? That 
Department’s handling of tariff matters in the comparatively short 
period that the power of Congress has been usurped offers ample 
evidence of these perilous implications. 

Through trade concessions already negotiated under conditions 
which H. R. 1 would continue, numerous industries to which we could 
look for heavy production in a mobilization period have been pum- 
meled to near collapse by the impact of foreign competition. 

Gentlemen, if you must report H. R. 1 out of this august committee, 
at least give Congress an opportunity to make provisions for the pro- 
tection of those essential industries which would otherwise be lost 
along the road in the further surrender of our authority. Not only 
would such action on your part provide the basis for a stronger 
America in a troubled world; it would also give new hope to those 
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residents of communities where foreign products have brought eco- 
nomic havoc. It would, in addition, offer definite evidence that this 
committee insists upon fair treatment for every section of the land 
embraced by the Stars and Stripes, whether or not those sections are 
represented by this distinenished group. 

hink, if you will, of your own industries that require duties or 
quotas, or both, on competitive imports. I am sure that each of you 
appreciates the necessity of such safeguards, and I ask only that my 
constituency receive the same consideration. Is there, for instance, 
any justification for insisting that domestic coal producers be required 
to operate under a system of virtually unrestricted free trade while the 
States of Tennessee, Louisiana, and Arkansas enjoy the import duties 
or absolute quotas on corn, tobacco, wheat, potatoes, cotton, apples, and 
other products? The States of California and Florida on citrus fruits, 
nuts, fish, and an assortment of fruits and vegetables? The State of 
Minnesota on meat and dairy products, beef cattle, paper, and a variety 
of grains? The State of Washington on wheat, milk, apples and other 
fruits, forestry products, and numerous other items? The New Eng- 
land States on textiles, fish, shoes and leather goods, and sundry other 
products? The State of Wisconsin on cheese and other dairy prod- 
ucts, furs, lamb, veal, mutton, beef, and many,many more items? And 
the manufacturing cities of the Nation on industrial machinery, prod- 
ucts of iron and steel, sporting equipment, toys, cloth and clothing that 
includes outerwear and underwear and scores of other products? 

Mr. Chairman and members of the committee, [thank you. Lappre- 
ciate this opportunity to come before you. 

The Cuarrman. Does that complete your statement, Mr. Saylor ? 

Mr. Sartor. That completes my formal statement. 

The CHamman. We thank you for your appearance and the infor- 
mation given the committee. : 

Are there any questions ? 

Mr. Reed of New York will inquire. 

Mr. Reep. I would like to congratulate you, sir, on that very fine 
statement. I want to say that I have heard of two fine industries in 
my district that are closing their doors, and another one where the 
jocal men are going to Holland to establish their plants. The only 
way they can take advantage of the better opportunities abroad is to 
dothat. There is another one in Canada. There are many industries 
in towns in my district where the payroll is a vital factor in the com- 
munity’s life. This thing is devastating and will have to be corrected. 

Mr. Sartor. Mr. Reed, I would like to say that I was visited over the 
weekend by representatives of an industry in my district, a machine- 
tool industry, that have informed me that if this bill goes through, 
they expect to move out of the district and to move to Europe and do 
their manufacturing over there. 

The CHatrman. Mr. Jenkins, of Ohio, will inquire. 

Mr. Jenkins. I want to compliment you on the clarity with which 
you describe the activities of this man, Mr. Randall. I wish you had 
gone a little more into that, because I have been around here for years 
and I have never seen the man that I know of, and he has never been 
at snv of these hearings. Still. according to your statement here, he 
is the man who is responsible for this legislation. 

Mr. Sartor. I am satisfied that he has given his name to the Com- 
mission. I have always referred to his report as the Randall “omis- 
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sion” because it omitted any mention whatsoever of any relief or aid 
or question about one of the basic industries of this country, and that 
is the coal industry. I sincerely believe, Mr. Jenkins, that this com- 
mittee would be doing not only itself but the country a great favor 
to call Mr. Randall and ask him to come up here to explain the find- 
ings of his Commission, and to tell the implications to this committee 
and to the world of what would happen to thep ower given to Con- 
gress in the Constitution, which says that Congress shall have charge 
of trades and treaties, if this bill is passed. 

Mr. Jenxins. I want to compliment you with reference to your 
conclusion concerning the Randall Commission. I do not want to 
brag on myself but I did prophesy that that is exactly what would 
happen. I made a speech on the floor of the House before that Com- 
mission was set up and stated that we had employed in the Govern- 
ment, and connected with the Ways and Means Committee and other 
committees of Congress, many smart men who would be able to pre- 
pare all the facts and necessary legislation needed. I further stated 
that if they did appoint a commission of the kind which they were 
planning, I was sure that it would not be successful. I further stated 
that, because of my seniority, I would be entitled to serve on it. But 
I served notice that day, in my speech before the House, that I would 
not serve on any kind of a commission so ee founded and with 
such unreasonable and unnecessary powers as that Commission ap- 
parently was going to have. And I was not appointed. The two 
Republican Congressmen that were appointed declined to approve the 
Randall Commission report but filed their own report which is in op- 
position to what the Randall Commission reported. 

That is all. Thank you. 

The Cuarrman. Mr. Simpson of Pennsylvania will inquire. 

Mr. Srwrpson. Mr. Saylor, I, too, compliment you on this very fine 
and, I hope, effective statement. You have a suggestion in there 
that the coal industry was denied the right to appear before the Randall 
Commission. 

Mr. Sartor. That is the information that I have received from both 
the representatives of the labor end of the industry and the repre- 
sentatives of the owners and operators. 

Mr. Srmrpson. It was a handpicked group of witnesses and, of 
course, they were not allowed to cross-examine them. That is inter- 
esting. There was a very limited time limit put on each witness. I 
recollect in one instance where a Member of Congress was shut off 
right in the midst of a question when the time limit had expired. It 
was not run the way we run this committee, where we even bore the 
witnesses by being too lengthy with our questions. 

But I agree with you that, to the extent that the Randall Commis- 
sion, or Mr. Randall himself, wrote this bill and got it introduced, 
we ought to have him here to tell us what is in the bill. 

Thank you, sir. 

The Cuarrman. Are there any further questions? 

If not, we thank you again for your appearance and the informa- 
tion given the committee. 

I have received a letter from the Honorable H. Chapman Rose, 
Assistant Secretary of the Treasury, relating to testimony which we 
received on January 19, concerning the so-called “upjeweling” of cer- 
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tain imported watches. Mr. Rose requests that this letter be incor- 

porated into the record so as to clarify the question of “upjeweling.” 
Without objection, the letter will be inserted immediately follow- 

ing the testimony of Mr. Millard E. Tydings, who appeared on Jan- 


uary 19. 

(The letter referred to appears on p. 360.) 

Mr. Reep. Mr. Chairman? 

The Cuarrman. Mr. Reed. 

Mr. Reep. I would like to ask unanimous consent to reserve the 
right to have Mr. Rose appear if any further questions arise. 

The CuarrMan. Without objection, it is so ordered. 

The next witness appearing on the calendar is the Honorable Eliza- 
beth Kee. Mrs. Kee, we know you pleasantly, as our colleague in the 


House, but for the benefit of the record will you please identify your- 
self ? 


STATEMENT OF HON. ELIZABETH KEE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mrs. Kee. Mr. Chairman, and other distinguished members of the 
House Committee on Ways.and Means, I am Elizabeth Kee, represent- 
ing the Fifth Congressional District of West Virginia. Thank you 
very much for your courtesy in granting me this opportunity to submit 
a brief statement with reference to the important proposal presently 
pending for your consideration. 

The economic conditions now existing throughout the coal-produc- 
ing areas of the United States are just about as serious and dark as it 
is possible for them to be. The continuing and growing unemploy- 
ment is, to say the least, heartbreaking. The residents of these areas 
are anxiously looking forward to the Congress of the United States as 
a last hope for positive and definite action in order to alleviate this 
unneeessary human suffering and misery—the insecure and dark future 
they are now facing. 

On a recent trip to Europe, I had an opportunity to see at first hand 
a number of communities where industrial recovery has been slow and 
real prosperity is still not in sight. Let me point out, however, that 
nowhere did I find the economic stagnation that has enveloped the 
coal-producing communities of West Virginia since foreign residual 
oil began its relentless surge into the fuel markets of the east coast. 

In recent years the State of West Virginia has been producing nearly 
one-third of our Nation’s supply of coal. The Fifth Congressional 
District of West Virginia is an important part of one of America’s 
basic and most important industries. Over the years we have been 
proud of the coal—an indispensable commodity—produced by the 
citizens of West Virginia.. As a matter of fact, this district is the 
second largest coal-producing district in the United States. 

In 1950 the population of my congressional district, which com- 
prises 16.5 percent of the State’s population and includes the 7 south- 
ernmost counties, was 330,450 men, women, and children. It is now 
my sad duty to report that in the intervening period West Virginia 
has suffered a greater population decrease—amounting to 2.9 percent 
of our residents—than has any other State in the Union. You can be 
sure my district has suffered more than a proportional loss. Most of 
these citizens were forced to move away due to the shortage of job 
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opportunities. In addition, there is more widespread distress among 
our remaining residents than probably has been experienced by the 
citizens of any other State. 

On December 31, 1954, in 6 of these 7 counties—Mingo, Wyoming, 
Mercer, McDowell, Summers, and Greenbrier—a total of 75,856 ind- 
vidual American citizens, living within this area, were dependent upon 
surplus commodities for survival. 

From this it is indisputable that more than 22.9 percent of the 
population of the Fifth West Virginia Congressional District—or 
nearly 1 out of every 4 per sons—that is, men, women, and children, 
are absolutely dependent upon Federal aid because of the lack of job 
opportunities. 

In 5 of these counties—Greenbrier, McDowell, Mingo, Mercer, and 
W yoming—ther e were 310 coal mines operating ¢ and employ’ ing a total 
of 31.324 men as of December 31, 1952. On October 1, 1954—just 22 
nonthe later—in these same counties there were only 213 coal mines 
operating—a loss of more than 31 percent—employing only 21,800— 
a loss of nearly 31 percent. In other words, 9,544 men—most of them 

responsible heads of families—and through no fault of their own— 
found themselves out of jobs in a basic and major American industry. 

In these 5 important coal-producing counties in southern West Vir- 
ginia, during the year 1952, 39,806 802 tons of bituminous coal were 
produced. Duri ing 1953 these same counties produced only 38,590,683 
tons. From January through November 1954—the production figures 
for the month of December are as yet unavailable—these counties pro- 
duced only 31,308,821 tons of coal. This represents a loss of 8,497,- 
981 tons, or, from a percentage standpoint, a loss of 21.4 percent of 
our 1952 production. In any area of the United States, when we 
see such a rapid rise in loss of production, we are in serious difficulties. 
In some communities, the situation is worse. For example, in some 
individual areas, production has fallen from 1,771,842 tons in 1952 to 
a mere 502,902 tons in 1954—a loss of 1,268,940 tons. 

The great railroads—the Norfolk & Western, the Virginian, and the 
C.& O- —serving this coal region have also found it necessary to fur- 
lough a large percentage of their employees—numbering into the 
thousands—because of the loss of coal transport. 

This is a most serious problem. Every day the conditions of 
misery, unrest, and despair are brought to my attention. Some of 
our men have spent more than a year diligently searching for work 
and are still looking. Many residents, former coal miners, railroad 
workers, small-business men and others, have gone away from 
southern West Virginia never to return. After more than a year of 
bitter disappointments and poverty, it is a wounder to me that a man 

can still retain his desire to work. These men are not asking for 
Government handouts. They are demanding that this grossly unfair 
competition to the coal industry—this unrestricted import of foreign 
oil—be restricted now. Today there is very little incentive to our 
younger generation to remain at home. For two years many of them 
have been forced to go elsewhere to search for employment. 

In the entire history of our country, the coal industry has never 
failed to stand by the United States Government. It is now time for 
the United States Government to stand by the men and women of the 
coal industry. 
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From the national security standpoint, in 1952 there were 466,840,- 
782 tons of bituminous coal produced in the United States. In 1954, 
our entire production amounted to only 391 million tons of this most 
valuable product. 

It is an unquestioned fact that the production of coal is essential to 
a rapid industrial expansion. Unless coal is readily available, we 
cannot expand our industrial production capacity as quickly as would 
be necessary in the event of a national emergency. 

Outstanding fuel experts estimated that, in the event of a national 
emergency—that is, if we are attacked by a hostile foreign power—we 
would need a minimum of 650 to 700 million tons of bituminous coal 
during the first year of such emergency. These same fuel experts also 
insist that, in order to meet this requirement, we must maintain an 
absolute minimum production of 500 million tons of bituminous coal 
each year. Last year, as has been previously pointed out, we produced 
less than 400 million tons of bituminous coal, which is over 100 
million tons of coal less than the minimum required for the protection 
of our own national security. 

This is a grave situation—one that demands immediate congressional 
corrective measures. We must now, at this time, limit the importa- 
tion of foreign residual oil and crude. This foreign oil competition 
is grossly unfair. The Members of the Congress of the United States 
have an inescapable obligation to our own people here at home. We 
must now face that responsibility squarely and stand up to be counted. 

In conclusion, Mr. Chairman, I feel quite strongly and most respect- 
fully urge this committee to extend its hearings in order to permit 
members of your committee an opportunity to go into the sual areas 
for first-hand observations of the widespread destitution now current. 
In my considered opinion, a full understanding of the prevailing 
situation in the coal industry is a prerequisite to judicial determination 
of matters pertaining to international commerce. 

As this committee is aware, the Randall Commission, which is ad- 
mittedly responsible for the recommendations contained in the bill 
now under consideration, made no effort to obtain first-hand informa- 
tion on coal status. For that matter, it seems to me that Congress has 
a responsibility to obtain authoritative information of this type re- 
gardless of he course taken by the executive branch of the Government. 

In recent years, it has been customary to send delegations from both 
the House and the Senate on missions into the four corners of the globe 
so that the Congress might be properly advised. In this light what 
excuse can be offered for refusal to treat particular areas of our own 
country in the same manner ¢ 

My congressional district is little more than an hour away from 
Washington by air, or you may make the trip overnight on the train. 
I can assure you that our mine operators and mine workers will be glad 
to assist any delegation in making a thorough study of conditions in 
our communities. 

Mr. Chairman, inasmuch as the Reciprocal Trade Agreements Act 
will continue in force for the next 5 months whether or not a report 
comes out of this committee in the interim, am I asking too much in 
the interests of my people’s welfare and my country’s security ? 

The Cuarrman. We thank you, Mrs. Kee, for your appearance and 
the information you have given the committee. 

Mrs. Ker. Thank you, Mr. Chairman. 















1382 TRADE AGREEMENTS EXTENSION 





The Cuarrman. The next witness is our colleague Hon. M. G. Burn- 
side. Mr. Burnside, we know you well but for the record will you 
follow the customary procedure and identify yourself. 


STATEMENT OF HON. M. G. BURNSIDE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Burnsipe. Mr. Chairman, 5 years ago this spring I appeared 
before committees of the Senate and House to protest trade policies 
that were responsible for creating unemployment and poverty in my 
congressional district and in other areas throughout West Virginia. 
I was particularly concerned with the growing threat imposed upon 
our national economy by imports of oil from South America and the 
Middle East. I presented figures to show that the increasing amounts 
of crude oil and its products shipped from foreign lands were usurp- 
ing America’s fuel markets to the detriment of our own coal and oil 
producing industries. 

Today—almost 5 years later—I find that the destitution brought 
about by this foreign menace has increased in intensity and has ex- 
tended its perimeter of disaster. More mines are closed, more miners 
and railroaders are unemployed, and business throughout the coal and 
railroad centers of the Appalachian region has steadily declined. The 
domestic oil industry has likewise experienced serious injury and is 
losing its incentive to develop new fields and new wells in the midst 
of this otherwise prosperous economy in the United States. Unfor- 
tunately, many wells are being pulled in West Virginia today. 

Let me give you an example of the past and continuing disregard 
of the national welfare and security arrogantly exhibited by the 
importing oil companies. Committees of Congress undertook to look 
into the problem after 75 million barrels of residual] oil were imported 
into the United States in 1949. Our distinguished legislators were 
rightfully alarmed not only because these imports were bringing des- 
titution to coal-producing areas, but also because this country was 
building a Aceasillonss upon a source of supply that would not be avail- 
able in an emergency period. 

A representative of the United Mine Workers of America testified 
before the Senate committee that each time a huge new tanker tied up 
at an American dock, it brought not only a quarter of a million barrels 
of fuel oil, but also job discharges for 63 American miners for a full 
year. We import not only low quality oil, he explained, but unemploy- 
ment. 

A representative of the Brotherhood of Railroad Trainmen testified 
that residual oil imports were responsible for what he termed enor- 
mous increases in railroad unemployment. An official of the National 
Coal Association warned of the danger of permitting utilities on the 
Atlantic seaboard to rely upon a fuel which cannot be stored in large 
quantities and which would be unavailable in time of snorkel sub- 
marine action in ocean shipping lanes. 

The Governor of the State of West Virginia testified that foreign 
residual oil was creating general economic chaos in our State, for it 
not only threw thousands of mineworkers and employees of related 
industries out of jobs, but also deprived State, county, and local gov- 
ernments of much-needed revenue from direct and indirect taxes. 
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I ask you, gentlemen, to keep in mind that these statements were 
made following the year that a record 74 million barrels of residual oil 
entered United States markets from abroad. Naturally, we, who have 
an interest in the coal industry and its employees, the independent oil 
producers and their employees, the railroad industry and its em- 
ployees, and in other affected fields, were deeply concerned with the 
unnecessary damage that was being inflicted upon our economy. 
Those 74 million barrels of residual oil were equivalent to 18 million 
tons of bituminous coal. The loss of that tonnage deprived mine 
workers of 2,806,000 man-days—representing $43,549,000 in 1949. 
More than 15 million tons of that coal—the coal which was never pro- 
duced because its markets were stolen away by a foreign product— 
would have been shipped by rail. The resulting loss to railroad work- 
ers amounted to $23,331,000. That, gentlemen, is what a Senate sub- 
committee of the Committee on Labor and Public Welfare learned 
when it made a study of unemployment in the coal and other specified 
industries 5 years ago. That committee issued a report which in- 
cluded this terse statement: 

The committee, on the basis of all the evidence before it, is convinced that the 
importation of foreign oil has had a substantially injurious effect on the coal, 
oil, and railroad industries of the Nation. 

Is there any wonder why we who represent coal, railroad, and do- 
mestic oil companies were deeply concerned with what would happen 
if the deluge of oil from abroad were not checked? We realized that 
in addition to the losses sustained by wage earners in these industries, 
the flood of foreign residual and crude oil would impair the capital 
investment of the coal industry, reduce domestic exploration and de- 
velopment of new oil fields, cause pulling of producing wells, and 
imperil the national safety. We sought emiadn action to correct 
the unfair and dangerous situation then existent. Pressure and prom- 
ises from importing oil companies, however, were so great that our 
efforts at that time were hopelessly in vain. 

Now let us review what has happened in the intervening years. 
Here are the residual oil import figures for the succeeding period. 


Millions Millions 
Stitt hidalnted en eh inane tater ele Cea 136% 
PS i ecient ee esas megpcennicion 119 titania seictedrahes-tneieascenccrrartogceicioas 131%, 
Fee en eee 128% 


Representatives of importing oil companies insisted time and again 
that it was their policy to supplement rather than supplant domestic 
fuels. Though it was proven by a Senate committee that the amount 
of foreign residual oil aw being imported into the United States was 
already causing serious harm to American industries and American 
workers, shipments rose beyond the expectations of even the most 
pessimistic of us, the aggregate for the last 5 years amounting to more 
than 635 million hares hee. Mr. Chairman, to me it is inconceiv- 
able that any group of international operators would be so disrespect- 
ful and disdainful of the elected representatives of the people of the 
United States as to ignore completely the findings and recommenda- 
tions of an officially appointed committee of the Congress. Not con- 
tent to disemploy thousands of wage earners in this country, these 
world oil manipulators have intensified the weakness which their ex- 
ploits have created in our defense structure. 
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Fuel experts have learned that, in order to have our coal industry 
produce the 650 to 700 million tons of bituminous coal that would be 
required in the first year of a national emergency, the mine output in 
the interim should be at least 500 million tons per annum. I remind 
you that in 1954 the bituminous-coal industry produced only 392 
million tons. With the consequent decline in coal tonnage, railroads 
have laid off an ever increasing number of workers and of necessity 
have neglected rolling stock that would be needed to transport coal in 
an emergency. 

You gentlemen realize, of course, that when a mine is closed, as has 
been the experience with so many of our operations in West Virginia 
since foreign residual oil began to take over our markets, all the equip- 
ment, steel rails, and such are pulled out, and the mine fills with water. 
If a mine is reopened, the water must be pumped out and all the mate- 
rial must be replaced—a slow, costly process taking many months. 
Inasmuch as we are now living in an atomic age, how much time would 
we have to get these mines ready ? 

Somewhat the same situation is applicable in the case of domestic 
oil production. If foreign oil takes over the domestic markets, there 
is no reason for American oilmen to develop new fields or to explore 
for new wells. The wells pulled in West Virginia are gone forever. 
Our State of West Virginia has lost a vast amount of income because 
of these dangerous practices. The State now finds itself short some 
$7 million in revenue. We are told that we are facing a deficit for 
the coming year of about $15 million of needed revenue. 

Thus, you see, this problem of foreign oil is not a matter of concern 
merely to a small group. Its economic consequences affect every one 
of us, particularly everyone in West Virgina. 

[ ask that this committee, having been forewarned of the nefarious 
practices of importing oil companies, take immediate action to provide 
a remedy for the economic and security diseases imported from foreign 
lands. I ask that you reject H. R. 1 or amend it to include a quota 
limitation on both residual and ecrue-oil imports in order that our 
domestic coal, oil, and railroad industries may again be given an 
opportunity to return to the normal status that is expected of them 
in peacetime and to be ready to fulfill whatever obligations they may 
inherit in the unforeseen destiny that may be ours in the days or 
months not far away. 

The CuatmrmMan. Does that finish your statement? 

Mr. Burnstpr. Yes, Mr. Chairman, that concludes my statement. 
Thank you for your courteous attention. 

The CuarrMan. Thank you for presenting your statement to the 
committee; it will be of great assistance to us. 

The next witness is the Honorable Robert C. Byrd, of West 
Virginia. 

We know you very pleasantly, Mr. Byrd. For the record, will you 
please give your name, address, and the capacity in which you appear ? 


STATEMENT OF HON. ROBERT C. BYRD, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Byrp. Mr. Chairman, and members of the committee, IT am 
Representative Robert C. Byrd, from the Sixth West Virginia Dis- 
trict. I represent the largest coal-producing district in the Nation. I 
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represent a district in which is located the largest chemical plants in 
the Western Hemisphere. I represent a district in which is located the 
Ruhr Valley of America, and also in which is located the largest plate 
glass factory in the world. 

The Cuarrman. You are recognized, Mr. Byrd, and may present 
your prepared statement without interruption. 

Mr. Byrp. Mr. Chairman, and members of the committee: We are 
again faced with a crisis in world events, a crisis which could plunge us 
overnight into a world conflict for actual survival. I pray God this 
does not happen. But if it does, I am seriously disturbed over the 
grave danger to our country if we fail to recognize and halt the seri- 
ous disintegration and deterioration of one of our basic and most im- 
portant resources. I refer, of course, to the coal industry. 

When World War II broke out, there was an immediate demand 
for vast new amounts of energy to run our tremendous war produc- 
tion effort. Tanks, guns, planes, and all the other equipment of a 
modern fighting force had to come rolling out of our converted fac- 
tories at rates unprecendented in the w orld’s history. Total energy 
demands, excluding motor fuels, rose 19 percent in 1942 and 32 percent 
in 1944. Most of this new energy source had to be supplied by coal. 

Submarines practically halted the import of petroleum products 
because the Nazis were in almost undisputed possession of the waters 
along the entire Atlantic coast during the early months of the war. 
An official publication of the United States Department of the Inte- 
rior states: 

From the Caribbean to Cape Race no spot was safe * * * From then on. unti 
the last year of the war, tanker deliveries were an insignificant factor is sup 
plying the oil needs of the east coast.” 

We have all read accounts of Russia’s new, modern submarine force. 
There can be*no question that it is far superior to the one with which 
Germany was able to almost entirely halt oil deliveries from abroad. 
Thus, we must accept the fact that foreign petroleum will not be avail- 
able to us in case of a new war. 

It would seem only the part of wisdom and prudence, then, that we 
look carefully at our domestic resources for fuel and energy, and make 
certain that they will again be able to meet a new emergency as they 
did in 1942. 

Unfortunately, there is every reason to fear that they will not, un- 
less immediate steps are taken by this Congress. 

In recent years of an expanding economy and new levels of pros- 
perity and production for almost every other industry in America. 
the coal industry has sunk to critical levels of low production and 
disintegration. Production of bituminous coal, which is the major 
industry of my own State of West Virginia, fell from a high of 618 
million tons in 1957 to less than 400 million tons last year. E mploy- 
ment in the mines has been cut in half, dropping from 400,000 men 
6 years ago to no more than 200,000 now. Gentlemen, this state of 
affairs should be cause for grave concern for every one of us. We 
cannot afford to sit idly by and watch the destruction of the livelihood 
of thousands of our fellow Americans, and at the same time the weak- 
ening of our productive capacity for national defense to the critical 
point. 

The demand for bituminous coal and lignite rose from 461 million 
tons in 1940 to 620 million in 1944. I am told by competetent authority 
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that the demand to run our expanded industrial machine in case of 
a new war would be much greater. Leaders in the coal industry esti- 
mate that an annual peacetime production of 500 millions tons would 
be necessary to keep the industry at a level from which it could rapidly 
expand to meet such war demands. Yet, last year, the Bureau of 
Mines estimates we produced only 390 million tons. 

Throughout the coalfields of my State, and of Pennsylvania, Ken- 
tucky, and all the other great producers, are idle tipples, idle railroad 
cars, deserted shafts, and mine after mine closed down. During the 
past three years, at least 150 commercial mines have closed in the State 
of West Virginia, idling thousands of miners. Add to these the thou- 
sands who depen on coal for a livelihood, railroad workers, store- 
keepers, service-station owners, and a host of others, and we begin to 
get some picture of a real depression in coal-producing areas. 

But the best picture, Mr. Chairman, could be gotten by the commit- 
tee itself were it to delegate a subcommittee to visit these forsaken and 
miserable people who have long since despaired of a return to full em- 
ployment in the only occupation they have ever known. In view of 
the seriousness of the problem as it affects coal-producing commu- 
nities; in the light of depressed conditions in the chemical, glass, pot- 
tery, and other industries; and beeatise of the profound controversy 
which centers around H. R. 1, on-the-spot hearings would seem advis- 
able, desirable, and necessary. 

Mr. Chairman, I live in the Beckley area of West Virginia, and in 
that area alone, the percentage of total employment as represented 
by mining has declined 43 percent from that of 1 year ago. Practi- 
‘ally all of the unemployed are men who are over 45 years of age, 
with none other than mining experience, a fact which in many in- 
stances precludes them from finding employment elsewhere. A _ re- 
cent report shows. 3,500 persons a month exhausting their unemploy- 
ment benefit payments in my State, and many individuals passed this 
point of exhausted benefits months ago. 

On January 1 of this year, 223,847 people in West Virginia were 
depending upon Government surplus food commodities for survival, 
and the figure is increasing at the rate of 10,000 each 2 weeks, I have 
been informed. School-lunch programs have been seriously affected 
in these mining areas, as more and more children of tnemployed 
workers are forced to depend upon free school lunches. Many re- 
quests are being received by teachers for clothing to keep children 
warm. The situation, in many instances, is desperate, to say the least. 

Mr. Chairman, throughout many months, I and other Members of 
Congress have offered evidence of rising unemployment, hunger, and 
destitution in coal-producing States. Our arguments have gone for 
naught. If the attitude we have met continues to prevail, I assume 
that to offer further evidence would be “love’s labor lost.” Some 
may say that the difficulties confronting these people as so provincial 
as to be excluded from consideration in a program devoted: to inter- 
national trade policies, but there are other aspects of the damagin 
impact of foreign residual which cannot be looked upon as sectiona 
problems. 

Coal mining and railroading are as essential to the conduct of a 
mobilization program as are aircraft industries, munitions works, and 
shipbuilding. Coal mines and railroads cannot survive under a sys- 
tem which demands that they operate like a stop-and-go traffie light, 
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on again, off again, on again, gone again. The caution light is now 
burning and, unless the rail and coal industries are given considera- 
tion in the immediate future, the red light may be on when this 
Nation’s security is in jeopardy and these great basic industries are 
called upon once more to deliver the jan 

Large among the factors which have contributed to the decline of 
coal sales-in the United States is the importation of cheap, residual 
oil from Venezuela and the Netherlands West Indies. This oil, a 
residue remaining after crude has been refined and lighter oils, gaso- 
line and the like, taken off, was formerly treated as a waste product 
xnd dumped into the ocean. Now, however, it is dumped on the east 
coast of the United States, and is playing a large part in wrecking 
America’s coal industry. 

Total imports in 1954 were over 131 million barrels, totaling 32 
million tons coal equivalent. In addition must be considered some 15 
million tons coal equivalent residual refined from foreign crudes, giv- 
ing a total entry of heavy fuel oil amounting to 47 million tons coal 
equivalent. 

Some may say that about 17 million tons coal equivalent is needed to 
satisfy the preferred uses of the oil for ship bunkering and other non- 
competitive purposes. However, the current domestic-origin residual 
supply on the east coast is at a rate of 17 million tons coal equivalent, 
enough to satisfy the preferred uses. The 47-million-ton figure 
broadly measures the residual oil available from foreign sources after 
preferred use demands have been met. This figure is representative, 
it is believed, of the overall impact of foreign-origin residual fuel oil 
upon the coal industry. 

On the basis of this figure, what has been the effect upon the coal and 
rail industries ? 

The loss in sales to coal producers exceeds $225 million and the loss 
in freight revenues to the railroads accounts for an additional $180 
million, a combined total of over $400 million. 

If one considers only the direct residual oil imports annually run- 
ning to 32 million tons coal equivalent, the figures are still very dis- 
turbing. This amount represents a loss in coal industry sales of $153 
million annually, a loss in miners’ wages of $74 million, a freight 
revenue loss of $50 million, and. a loss of $40 million in wages to rail- 
road employees. 

Over and above this is a continuing uncertainty facing coal and 
railroal management in programing of capacity, financing, develop- 
ment of reserves, research, and the like. 

Mr. Chairman, too long have we flirted with national disaster by 
failing to give domestic industries an opportunity to regain some of 
the vigor needed in a mobilization period. Can we afford to delay 
longer? The answer is best spoken in the word of Poe’s ghastly, grim, 
and ancient raven—Nevermore.” 

Several members have introduced a measure which would limit the 
importation of foreign residual. to not more than 10 percent of the 
domestic démand during the corresponding calendar quarter of the 
preceding year. This is not a drastic restriction of such imports, but 
it would provide a real benefit to the American coal and railroad 
industries and thousands of unemployed workers. 

Total domestic demand for residual in 1954 is estimated at about 
565 million barrels, while imports of residual totaled approximately 
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131 million barrels. Under the suggested 10-percent quota, 57 million 
barrels would be allowed. This protection would be a major step in 
restoring the coal industry to a level of production which would 
enable it to meet the demands of any new war emergency. 

We simply cannot dare to let our most basic fuel supply deteriorate. 
It takes a ton of coal to make every ton of steel we produce for war 
or peace. Coal is essential in the production of thousands of vital 
drugs and chemicals, and for other uses so varied and widespread it 
would take pages to list them. 

Too long have our domestic industries sought relief in vain. The 
coal industry, the glass and chemical industries, and many others must 
be protected by placing adequate safeguards, in the form of amend- 
ments, in H. R. 1. 

Let us prepare while there is yet time, lest, like the five foolish 
virgins, America be found wanting in her most critical hour. 

The CHairrman. Does that complete your statement, Mr. Byrd ¢ 

Mr. Byrp. It does, Mr. Chairman. 

The Cuatrman. Thank you for your appearance, and the informa- 
tion you have given the committee. 

Are there any questions ? 

Mr. Reep. I want to compliment you, Mr. Byrd, on a very, very 
fine statement. 

Mr. Byrp. Thank you, sir. 

The Carman. Mr. Jenkins, of Ohio, will inquire. 

Mr. Jenkins. You represent the Charleston, W. Va., district, do 
you not? 

Mr. Byrp. I do. 

Mr. Jenkins. Do you come clear down to the Ohio River? 

Mr. Byrn. No, sir, I do not. 

Mr. Jenkins. Where do you start ? 

Mr. Byrp. Just below Charleston. I have the four counties of 
Charleston, Logan, Boone, and Kanawha. I am separated from the 
Ohio River by the Fifth District. 

Mr. Jenkins. You start below Charleston and go up in the moun- 
tains ¢ 

Mr. Byrp. I go up into the mountains. 

Mr. Jenkins. And you go to the top of that watershed? Practically 
ull of your territory drains into the Ohio River? 

Mr. Byrp. That is correct. 

Mr. Jenkins. The water from your district comes down through 
Charleston ? 

Mr. Byrp. Yes, sir. 

Mr. Jenkins. In my going and coming to Washington, I go through 
that country. I think I have been through it in my time about 250 
times. I have stopped off there many times. It is really a shame to 
see the situation that confronts the people there now. 

Let me ask you this: It is true, is it not, that the coal mines are not 
really exhausted? There is an abundance of coal left? 

Mr. Byrn. There is an abundance of coal. I would say enough coal 
to last hundreds of years. 

Mr. Jenkrys. In my section of Ohio, a good portion of the coal has 
been exhausted, but with you it is not nearly exhausted. 

A man testified here a few days ago, and he hinted at least, that the 
proper way to solve a problem such as yours was to move your people 
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away to some other community. In other words, to permit the Gov- 
ernment to move them away. Before you answer, I will tell you 
something. I was raised in a coal-mining section. When I was 13 
years of age I worked m the coal mines every day. Nobody is going 
to tell the coal miner where he ought to go and where he has to live 
in this country. His home and his family ties are as dear to the coal 
miner as to anyone else. 

Mr. Byrrp. That is right. I would like to say I grew up in a coal 
miner’s home. I knew from experience and observation that the coal 
miners have devoted their lifetimes to working in the mines. That is 
the only kind of work that they know. I would like to ask those who 
would recommend that they go to some other communities and devote 
themselves to some other employment how they expect a man, espe- 
cially after he is 45 years of age—and you know and other members of 
the committee know as well as I know, it is becoming increasingly 
difficult for people over 45 years of age anywhere in any kind of job. 
These miners know nothing else but coal mining. 

Mr. Jenkins. Many fine boys and girls have come from that coun- 
try; is that right? Among them have been doctors or lawyers or 
teachers and they have been good Americans. 

Mr. Byrp. That is exactly right. I might say that West Virginia 
is in the very top of the States in regard to people who have volun- 
teered and who have enlisted in the armed services to protect this 
Nation of ours. 

Mr. Jenxins. There is no question about it. There is less lawless- 
ness in that part of the country than people would imagine. 

I also want to bring out this fact. A coal mine is planned in the 
hills by engineers and the grades and levels are all computed, and the 
mineowner usually has a lot of money invested. 

Mr. Byrp. That is true. 

Mr. Jenkins. The common experience of mankind is this: Idle 
property depreciates. Anybody that knows anything about coal mines 
knows that there is no property that depreciates as fast and so com- 
pletely as a coal mine does when it is allowed to be idle. 

Mr. Byrn. That is exactly right. 

Mr. Jenkins. Not only will the miners suffer, but the man who has 
his money invested in the coal-mining business, he will be broken up 
before his employees are starved out. 

Mr. Byrp. That is right. 

Mr. Jenxrns. I want to ask another question about your plate-glass 
works. We have in my district some very large plate-glass works. 
Ours are still running. The big ones are. Are yours all shut down? 

Mr. Byrp. No, sir; but they have cut employment to a great degree. 
Only last month the plate-glass factory at Kanawha City, which ad- 
joins Charleston 

Mr. Jenxtns. You say you have the largest in the country. Where 
is yours located ? 

Mr. Byrp. In Kanawha City. 

Mr. Jenkins. The chemicals plants are above Charleston. 

Mr. Brrv. Yes. That is the magic valley of America. 

Mr. Chairman, may I say in answer to the gentleman that I believe 
our people in West Virginia and these other mountainous areas, and 
the coal-producing areas, are among the most loyal and patriotic citi- 
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zens that we have. They deserve some consideration by this commit- 
tee and by the Congress in the problems which confront them tot 

Mr. Jenxins. Their employer has not thrown them out. Their 
employer is in worse shape than they are. This is a great industry 
that belongs really to the people, and we ought to hold it. 

Mr. Byrp. It is a basic saloon. 

Mr. Jenxrns. I hope the Congress looks at it that way. 

That is all, Mr. Chairman. 

The Cuarrman. Mr. Mason, of Illinois, will inquire. ta 

Mr. Mason. Congressman Byrd, you gave the re of 47 million 
tons of coal that has been displaced by the importation of oil. Have 
you broken down that 47 million tons of coal into man-days and man- 
hours or years for the miners? I used to teach mathematics, and it 
breaks down to be 26,000 miners thrown out of work for a full year. 
That is what it amounts to. You figure it out by saying that the 
average miner produces between 51% and 6 tons per day. Divide the 
47 million by 514% to 6, and you get 8 million miner man-days. If 
you allow 300 as the year’s work, it means over 26,000 miners thrown 
out of work each year. 

That is all, Mr. Chairman. 

Mr. Byrp. Thank you. 

The Cuarrman. Any further questions? If not, we thank you, Mr. 
Byrd, for your appearance and the information given the committee. 

The next witness on the calendar is Hon. Richard Poff, of ase 

Will you please give your name, address, and capacity in which you 
appear for the record ? 















STATEMENT OF HON. RICHARD H. POFF, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF VIRGINIA 


Mr. Porr. My name is Richard H. Poff, and I have the honor to 
represent Virginia’s Sixth Congressional District. 

With your permission may I apologize at the outset for not having 
supplied the members of the committee with copies of my statement. 

Mr. Chairman, the statement which I am te. to make will be 
different from the great volume of testimony you will hear in support 
of a quota limitation on the importation of cheap foreign an fuel 
oil. But it will be different in reason and not in effect. The Sixth 
Congressional District of Virginia, which I am honored to represent, 
produces practically no coal, but it does provide one of the Nation’s 
most vital links in the chain of transportation of coal for domestic 
consumption. Accordingly, my statement is designed to highlight 
the secondary repercussions of our present residual fuel oil policy. 
At the outset, I think it is important to emphasize that “residual fuel 
oil” is not the fuel oil commonly used in home-heating plants, but 
rather is a thick, greasy substance deposited as the end result, or 
“residual,” of the refining process, usable only in large, specially 
adopted industrial furnaces. 

The three Pocahontas railroads, the Norfolk & Western, the Chesa- 
peake & Ohio, and the Virginian, have some of their most important 
terminals in Roanoke and Clifton Forge. Of the some 386.4 million 
tons of domestic bituminous coal production in 1954, about 92 million 
tons were originated by these three railroads. This amounts to 23.8 
percent of the total. Total importation of foreign residual fuel oil 














TRADE AGREEMENTS EXTENSION 1391 


in 1944:;was 134.8 million barrels, most of which -was‘dumped:along the 
eastern seaboard, capturing important coal markets. Total coal dis- 
placement was approximately 31.6 million tons. ae the 23.8 
percent ratio, the 3 Pocahontas lines lost over 714 million tons of coal 
cargo. At the rate of $3.56 per net ton, the total freight revenue loss 
was $26.7 million. On the N. & W. ae apenseen y 47 percent of 
qperet ng revenue goes into wages. Using this ratio as an average, 
the total loss in wages to the 58,541 employees of the, Pocahontas 
railroads was about $10.6 million. Approximately 10,000 of these 
employees work in our sixth district, which means that that total wage 
loss in the sixth district was about $2 million. 

Like the ripples from a rock dropped in a pond, this wage loss 
spreads across the entire surface of our economic lake. Farmers, 
grocerymen, barbers, theater owners, professional men, wholesalers, 
and retailers feel the shock. Railroad workers unemployed swell the 
welfare rolls and dislocate the job picture in other industries. 

Now what is the rock that is dropped in the pond? What is causing 
this loss of wages and disrupting our economic life? Nothing more 
complicated and nothing more simple than the unrestricted importa- 
tion of a foreign commodity produced as a waste byproduct by foreign 
interests through the exploitation of cheap foreign labor. ‘The inter- 
national do-gooders, proclaiming pious platitudes about opposing 
quota limitations to help our less icenate neighbors in foreign lands, 
may as well admit that the only ones this policy helps are the big 
foreign oilmen, and that this help is given at the expense of our 
own American industry and our own American workingmen. 

While the American coal industry and associated industries nat- 
urally have a nal interest in supporting a quota limitation, we 
as legislators have a broader interest which, I submit, compels us 
to agree with their position, and that interest is the national interest. 
Our national economic strength and military security depend in a 
large measure upon our natura! resources and our capacity to trans- 
port them from point of production to point of consumption. In 
the event of enemy attack, our mobilization potential will be gaged, 
not by coal in the ground but by coal in the furnace. Coal in the 
ground cannot become coal in the furnace unless we continue to main- 
tain and further refine the technical know-how and operating skill 
of the mining and transportation industries. This cannot be achieved 
unless we are willing to protect these industries from unfair compe- 
tition from abroad. 

Accordingly, I most earnestly urge the committee to accept an 
amendment imposing a quota limitation on the importation of foreign 
residual fuel oil. 

The CHarrmMan. Does that complete your statement, Mr. Poff ? 

Mr. Porr. It does, Mr. Chairman. 

The Cuatrman. We thank you for your appearance and informa- 
tion given the committee. 

Are there any questions? If not, we thank you. 

Mr. Porr. Thank you. 

The CHatrman. The next witness appearing on the calendar is 
Hon. W. Pat Jennings, of Virginia. Come forward, please, sir. We 
know you very pleasantly. Will you please give your name and ad- 
dress and capacity in aiieh you appear for the record. 
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STATEMENT OF HON. W. PAT JENNINGS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF VIRGINIA 


Mr. Jennines. I am W. Pat Jennings, Ninth Congressional Dis- 
trict of Virginia. 

As a new Member of Congress from Virginia’s Ninth District, I do 
not presume to be an expert in matters of international commerce and 
tariffs, nor am I entirely familiar with the many ramifications of our 
own complex system of trade negotiations. I shall therefore confine 
my remarks to just one phase of our import policy—that of permitting 
the free flow of residual oil into the markets that were once served 
by the mine owners and mine workers of my district and other coal- 
producing areas of the Appalachian region. 

Virginia, as you may know, is the sixth leading producer of coal in 
the United States. The first commercial coal mine in America was 
located in Virginia. It was opened near Richmond in 1745. Since 
that first mine was opened, about 650 million tons of coal have come 
from Virginia mines, and at least 10 billion tons of rich coal reserves 
are still stored within our State boundaries. The original field near 
Richmond is no longer a producer, and except for the fifty or so 
thousand tons produced in the sixth district, which adjoins the ninth, 
all of Virginia’s 17 or 18 million ton output in 1954 came from the 
Ninth Congressional District in southwest Virginia. 

Now, Mr. Chairman and members of the committee, 17 or 18 million 
tons is a good sized pile of coal. But it is not enough, in the way of 
production, to provide for the rightful and gainful employment of all 
Virginia miners, and it is not enough in the way of production to 
protect the valuable coal resources under the soil where these mining 
operations have been taking place. By this I mean that unless pro- 
duetion goes on, mines are allowed to fill with water and are lost unless 
expensive rehabilitation operations are carried out. 

I am here today not only to protest the unfair competition that has 
deprived producing companies of markets and miners of the means to 
earn a respectable livelihood ; I also speak as a Member of Con 
dedicated to the enactment of laws necessary to the defense of my 
country. 

Virginia was making remarkable progress as a coal-producing State 
until foreign residual oil began its raids on the fuel markets of our 
east coast. Our mine owners invested in new properties, new ma- 
chines and new facilities of all types. Our mining families looked 
forward to continuous employment, for they had been told by our 
statesmen and our economists of the increasing demand for fuel that 
would come about with gradually rising standards of living and a 
steady growth in population. 

But that increased demand has not come. On the contrary, Vir- 
ginia has experienced a production decline of 17 percent in the past 
2 years. This market loss has resulted in mine closings, in the de- 
activation of valuable mine machinery and other equipment, and un- 
employment for miners, for railroad workers who depend upon coal 
freight for their jobs, and for men in allied industries and in business 
houses located in mining and railroad communities. 

Thousands of miners are unemployed in the coal-producing counties 
of my district. Business has come to an almost complete halt as 
family income has dropped drastically or has been eliminated com- 
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pletely in many cases. The situation has grown so bad that only by 
supplying surplus Government food commodities during the past few’ 
months has real hunger and suffering been avoided. 

Distribution of surplus commodities since last May has been at the 
rate of $250,000 worth per month, or a total of over $3 million since 
the program was started in my district. Already approved for the 
February distribution lists is a total of over 67,000 persons—1 out of 
every 3 in some counties. 

How long can we continue to spend $250,000 each month—and 
this is just for one district in one coal-producing State—for sur- 
plus food for these people, who, through no fault of their own, have 
become practically destitute? Although this program of relief is 
vital and necessary, we are depriving a proud people of their right 
to work for a living, and we are slowly but surely sapping their 
individual initiative and self-pride. 

Because of these circumstances, it is not only necessary to limit 
these imports of residual fuel oil to curb growing unemployment in 
the Nation’s coalfields, but there is another serious side to the question. 

In view of the extremely tense world situation, especially in the 
Far East, it seems foolhardy not to keep our coal industry in a state 
of constant readiness for any eventuality. We are constantly warned 
against permitting inertia to inject itself into our mobilization plan- 
ning, yet at the same time we are—by our failure to erect a legislative 
levee to keep out devastating floods of foreign residual oil—in effect 
rendering useless a sizable portion of the production capacity of an 
industry vital to any preparedness program. As I have stated earlier, 
much of the coal in mines now idle will not be recoverable if the 
mines are not maintained against water seepage and other hazards 
peculiar to the industry. 

A large portion of Virginia’s loss in tonnage is directly attributable 
to imports of residual fuel oil that are now serving traditional coal 

markets. I ask that this committee amend H. R. 1 to include a 10- 
percent quota limitation on residual oil imports so that coal-industry 
employees, railroad industry employees and all other businesses de- 
pendent on the coal industry, may be rescued from the unfair dis- 
advantages that I have outlined. I make this plea, too, in the interest 
of the security of the United States of America. 

In conclusion, I should like to congratulate this committee for its 
careful scrutiny of the entire foreign-trade program. I want you 
to know that I realize that a workable reciprocal trade program is 
essential to the steady growth of international commerce. I am also 
convinced that a greater exchange of goods among the free nations of 
the world leads to closer social relationship and is a consequent bene- 
fit to all concerned. 

I ask only this, that the enthusiastic efforts to carry out this pro- 
gram be restrained wherever necessary to provide proper protection 
for our own economy and security. 

The CHairman. Does that complete your statement ? 

Mr. Jennrnes. That completes my statement, Mr. Chairman. 

The Cuatrrman. Thank you for your appearance and the informa- 
tion given to the committee. 

Are there any questions? 

Mr. Jenxrtns. Mr. Chairman. 

The Cuarrman. Mr. Jenkins of Ohio will inquire. 

57600—55—pt. 23 
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Mr. Jenkins. Mr. Jennings, you state that in several of your sec- 
tions you have to get help in the way of distribution of free food 
supply. 

Mr. Jenninos. Yes, sir, it is necessary. 

Mr. Jenkins. That all comes from Washington. 

Mr. JenNtNGs. Yes, sir. ; 

Mr. Jenxrns. That is the situation in several counties in my State, 
but so far in my own district we have been trying to bring this about 
but have not been successful. The reason is that perhaps we have not 
done it properly. At any rate, we have a lot of people who are ex- 
pecting us to do something in that respect. 

Mr. JENNINGS. Yes, sir. 

Mr. Jenxrns. I am sorry that we have not been successful but we 
are going to keep after it. , 

Let me ask you this: All your district is not a coal-producing sec- 
tion, is it? 

Mr. JENNINGS. It is agricultural and industrial as well. 

Mr. Jenxrns. You have many little towns all through your section ? 

Mr. JENNINGS. Yes, sir. 

Mr. Jenkins. In my section you will find perhaps a small foundry 
or repair shop of some type, or a little factory that works on auto- 
mobile parts and many other small places that employ many people. 
I presume your district is much like mine. 

Mr. JenninGs. Yes, sir. 

Mr. Jenkins. They have had to change their facilities, have they 
not? 

Mr. Jenntnes. In a number of cases. 

Mr. Jenxins. Sometimes the change in facilities is more than they 
could stand and they just quit the business. 

Mr. Jenninos. That is correct. 

Mr. Jenxrns. That is what I find in my section. There are a lot 
of people who can do a lot of different things, but practically every- 
thing in the town has closed down. In my section there are hundreds 
of men who ride 50 or 60 miles a day 1 way to work in some of the 
big cities in the State. That is a pretty serious problem when you 
stop to think about it. 

Mr. Jennrnos. I have plenty of people, sir, that would be happy 
to ride that 50 or 100 miles if they could find employment. Their 
unemployment compensation has expired. They have driven to the 
industrial areas only to return because they could not find jobs. The 
situation is bordering on disaster. 

Mr. Jenxtns. That is right. 

That is all, Mr. Chairman. 

The Cuarrman. If there are no further questions, we again thank 
you for your appearance and information given to the committee. 

Mr. Jennineos. Thank you. 

The Cuairman. The next witness is Hon. Augustine B. Kelley, of 
Pennsylvania. We know you very pleasantly, Mr. Kelley. Will you 
please give your name, address, and capacity in which you appear for 
the record. 
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STATEMENT OF HON. AUGUSTINE B. KELLEY, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Keutey. My name is Augustine B. Kelley of the 21st Congres- 
sional District of Pennsylvania. I appear here in behalf of the coal 
industry. ats ; 

Mr. Chairman, I have spent all my adult life in the coal industry. 
I think I am qualified to say something about it. My remarks are 
going to be brief in that respect. bi 

The coal industry today finds itself in a sad condition. Tonnages 
have dropped from what should be a 500 million production a year 
to less than 400 million. 

The reason I am greatly interested in this matter is because it is 
a basic industry. We need the coal for full mobilization. We need 
it even in peacetime. There is no reason why it should be neglected. 
There is no reason why unfair competition from other fuel industries 
should interfere with it. It is a problem that should concern the 
Government every moment of the day. 

The last 2 or 3 years we have been confronted with the importation 
of residual oil from South America, dumped on our eastern shores, 
which has supplanted the use of coal in many, many respects. As 
a matter of fact, 32 million tons of coal a year have been displaced, 
which means 24,000 miners have lost their jobs. Some might say the 
coal miners could go to other industry. They could perhaps migrate 
elsewhere. That presents a social and economic problem. 

In the first place, the average coal miner is 40 years of age or a 
little over, which means many of them are in the neighborhood of 50 
and 55 years. They cannot find jobs elsewhere. No industry is going 
to hire men, or very few of them, over the age of 40. The younger 
men perhaps do leave, and the coal industry is losing manpower in 
the lower age brackets. They are not going into the mines. Those 
that do go in when they are confronted with the problems that con- 
front the coal industry: today, they leave the mines. 

Coal mining is a specialized industry. You do not learn to be a 
coal miner in a week. It takes some time—at least two years—and 
many States require an apprenticeship. So you can reales that if 
the time should come for full mobilization, this great industry might 
find itself undermanned or crippled. 

I think the time has come, Mr. Chairman, when some sincere recog- 
nition should be taken on the importation of this residual oil. I am 
here today to ask your committee, Mr. Chairman, to consider the re- 
striction on the residual oil that is dumped on our shores. 

One might say to me, as they have in the past, there are other rea- 
sons that the coal industry is suffering as it is today from lack of 
production and lack of consumption. There are other factors. I am 
not here to say put all the blame on residual oil. There are some 
things that have been happening over the years. Mechanization of 
the industry is one that we cannot dispute, and no one is going to 
try to ~ it, because of what it has meant to the economy of this 
country. The coal industry in the United States produces akaidene 
than anywhere else in the world. It produces an average of over 
7 tons per man per day, as compared with those in Europe where it 
averages about one ton or one and a half tons per man per day. We 
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can be proud of the way the industry has conducted itself over the 
years, and the progress it has made. 

As compared to the coal countries abroad, our labor has never fought 
the introduction of machines into the coal mines. They have encour- 
aged it in this country. That is not true of other coal-producing 
countries. 

Mr. Chairman, I am here because I see the necessity of doing some- 
thing for this great industry in order to preserve it. I want to say 
one more thing about it before I leave. Many mines in periods like 
this are closed or inoperative, as they naturally must be. Many sec- 
tions or areas of the coal mining industry become inoperative. You 
cannot reopen mines that have been idle for a long time unless the 
physical conditions are very good. You cannot reopen those mines 
without a great deal of expenditure of money. In most cases the 
cost is prohibitive. Therefore, we find ourselves in the position where 
we lose forever vast tonnages of coal. Millions of tons of coal have 
been lost in the past and are continuing to be lost now on account of 
the misery of the industry. 

Much great wealth in this metallurgical coal—when I say metal- 
lurgical coal, Mr. Chairman, I mean coal used for coking purposes 
which is necessary for the steel industry—has been lost in the past due 
to conditions that have confronted industry much as they confront it 
today. We cannot afford to lose good coal today. The very good high 
grade coals are being depleted rapidly. 

We do not want to put the mines in the position, or the industry, 
where we are going to continue to lose high grade coals. Many of 
them are used for even low-grade purposes, and have been used in the 
past, which is shameful. 

Mr. Chairman, I ask permission that I may supplement my remarks 
with this statement. 

The Cuamman. Without objection, it is so ordered. 

(The statement referred to follows:) 


STATEMENT BY AUGUSTINE B. KELLEY, MEMBER OF CONGRESS 


Mr. Chairman, my statement will be very brief. I am sure that you will be 
given ample material from other witnesses to point up the economic losses 
resulting from excessive oil imports. You will also hear details of the serious 
impact of foreign residual oil on the national security. 

I wish to indicate my opposition to H. R. 1 as currently written, and to 
request that the bill be amended to include the 10-percent quota limitation on 
crude and residual oil imports. I also want to emphasize that the gradual 
decline in coal business is going to make it much more difficult for the industry 
to become reactivated in case of an emergency. 

A mine closed for any length of time may take months to reopen—or the 
coal may be lost forever. At present there are many millions of tons of valuable 
metallurgical coal in western Pennsylvania flooded with water as a result of 
suspending mining operations. Much of this coal will never be recovered unless 
increased demand makes it practical to reopen the mines. The longer they 
are closed, the higher the cost of recovering the coal, and the cost is already 
almost prohibitive. 

Your attention is also called to the problem of personnel that would be required 
to produce the coal needed in an emergency. Since foreign residual oil began 
its invasion of coal’s markets, more and more young miners are leaving their 
homes and going into other areas in search of employment. The average age 
of coal miners today is in excess of 40 years. Unless there is some incentive for 
young men to remain in the coal regions, we are going to wake up very suddenly 
and realize that there are not enough experienced workers to get out the coal 
necessary to meet the demands of an industrial mobilization. 
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Not long ago a tariff increase was imposed on imported jeweled watch move- 
ments—a decision prompted by the necessity of preserving worker skills and 
specialized precision facilities vital to national defense. 

I assure you that technical skill is essential to the operation of modern 
mining machines and in many other jobs in the coal industry. Any attempt to 
use inexperienced workers would be unwise and dangerous. Some states already 
require an apprenticeship. In addition, mining machines should be treated as 
precision instruments and preserved in a state of readiness so that the United 
States will not be caught short regardless of what may develop on the inter- 
national front. They will not be ready if they are taken from the mines or 
otherwise permitted to deteriorate. 

The CHarrman. Does that complete your statement ? 

Mr. Kerry. Yes, sir. 

The Cuarrman. We appreciate your appearance and the informa- 
tion given the committee. 

Are there any questions? If not, we thank you. 

Mr. Ketiey. Thank you, Mr. Chairman. 

The Cuarrman. The Chair is advised that the next witness appear- 
ing on the calendar, Mr. Tom Pickett, has agreed to exchange places 
with Mr. James M. Symes. Without objection, Mr. Symes will be 
recognized at this time, and will be followed by Mr. Pickett. 

Will you please give your name, address, and the capacity in which 
you appear for the record. 


STATEMENT OF JAMES M. SYMES, PRESIDENT OF THE 
PENNSYLVANIA RAILROAD CO. 


Mr. Symes. My name is James M. Symes. I am president of the 
Pennsylvania Railroad; also a director of the company. 

The CHarmrman. You are recognized, Mr. Symes, and may present 
your statement without interruption. 

Mr. Symes. I have had 39 years experience in the railway industry. 
Witnesses for the coal industry have explained to you the effect of the 
unrestricted importation of residual fuel oil upon that industry. 
It is my purpose to inform you of the effect of that importation upon 
the large coal carrying railroads in this country. 

Coal has been the most important item of traffic in the development 
of these enormous transportation systems. Their whole economy has 
been built around the coal business which has furnished the major 
economic justification for such roads as the Pennsylvania, New York 
Central, Baltimore & Ohio, Chesapeake & Ohio, Norfolk & Western, 
Louisville & Nashville, and many others. 

As an example, in 1953—the last full year for which figures are 
available—bituminous coal traffic provided 59.9 percent of the carload 
freight revenue of the Norfolk & Western Railroad; 51.8 percent for 
the Chesapeake & Ohio; 26.5 percent for the Louisville & Nashville; 
25.6 percent for the Baltimore & Ohio; 19.3 percent for the New York 
Central; and 18.5 percent for the Pennsylvania. In 1953 the railroad 
industry consumed 28 million tons of coal and transported an addi- 
tional 347 million tons. For all class I railroads, coal provided 
13.7 percent of their entire carload freight revenue—approximately 
$1,277,000,000. No other commodity approached this. 

If the coal business were taken away from these carriers their 
survival as free enterprises would be seriously jeopardized if not 
impossible. The catastrophic economic effect upon this country of any 
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governmental policy producing such a result, in whole or substantial 
part, is obvious. 

The importation of large quantities of this fuel from foreign coun- 
tries, which displaces our own coal production, is a very serious blow 
to the railroad industry—and more particularly to those carriers 
serving eastern seaboard territory. The direct effect of this importa- 
tion of residual fuel oil upon the railroad industry may be illustrated 
by the loss in freight revenue caused thereby, the resultant decline in 
railroad employment and the decreased need for rail facilities for 
handling coal, with consequent eventual abandonment and retirement 
of facilities and equipment. 

According to the records of the United States Bureau of the Census 
practically all residual oil that is imported into the United States 
moves through Atlantic coast ports. 

In 1953, 136 million barrels were imported. On the basis of equiva- 
lent British thermal units, it takes 4.167 barrels of average residual 
fuel oil to equal 1 net ton of average bituminous coal. Thus, the 136 
million barrels of residual oil which were imported in 1953 were the 
equivalent of 33 million tons of bituminous coal which the railroads 
carrying eastbound coal could have transported. 

Sales of residual oil in the northeast Coastal States alone have in- 
creased from 120 million barrels in 1939 to 245 million barrels in 1953 
or an increase of 125 million barrels. During this same period, im- 
ports in this one area increased from 14 million barrels to 123 million 
—an increase of 109 million. Thus 87 percent of the total increase in 
sales of residual oil in this natural market area for coal was the result 
of this flood of foreign residual oil. 

The average rail freight revenue on coal moving from production 
areas to the Atlantic seaboard where import residual fuel oil is con- 
sumed is about $4 per net ton. The importation of residual fuel oil 
during 1953 represents almost $131 million of revenue which could 
have accrued to our large coal carrying railroads if coal had been used. 

This tremendous loss of revenue does not tell the whole story. Such 
loss of coal traffic greatly reduces railway wage payments. With 
about 50 percent of 1953 gross revenues going to labor, averaging 
$4,347 per employee, this coal traffic loss represents about $66 million 
in wages, the equivalent of approximately 15,000 full-time jobs for 
American railroad men throughout that year. 

The effect on the Pennsylvania Railroad of this loss of business is 
substantial. About 30 percent of the eastbound domestic bituminous 
coal traffic is normally handled by the Pennsylvania. It would thus 
have carried about 10 million tons of the coal displaced by import re- 
sidual fuel oil. With average revenue to the Pennsylvania for east- 
bound bituminous coal of $3.25 per net ton, its gross revenue was re- 
duced $3214 million or almost double the entire net income earned by 
this one railroad last year. This loss of revenue represents an equiv- 
alent of 4,100 full-time jobs. The loss of railroad employment is 
particularly serious in those communities which rely primarily upon 
railroad work to support the populace. 

These figures represent only the year 1953. As the coal industry 
witnesses will state, there has been a tremendous increase in the impor- 
tation of residual fuel oil since 1946. In that year less than 46 million 
barrels were imported. This increased steadily to 136 million barrels 
in 1953. In the 8 year period, 731 million barrels were imported, 
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equivalent to 175 million tons of coal. This represents a $700 million 
loss in gross rail revenue, and a decrease in wage payments to railroad 
employes of $350 million. 

ertainly, the use of this country’s resources should be preserved and 
promoted—particularly where there is an abundance, which is the 
situation with both coal and rail transportation. Both industries are 
operating substantially below capacity. That means higher unit costs 
which must be passed along to the coal consumer and, through him, to 
his customer. With over 50 percent of coal production going to the 
steel mills and utilities, these added costs reach practically every per- 
son in the country. 

Neither industry can be expected to own and maintain surplus fa- 
cilities to protect emergency conditions. The railroad industry simply 
cannot afford to hold and maintain coal carrying cars, locomotives, 
and other railroad facilities to meet the possible transportation re- 
quirements of some future emergency. 

To illustrate this situation—during the winter of 1954, the railroads 
had stored, in serviceable condition, an average of 36,600 coal cars, 
notwithstanding 20,000 less cars in their ownership than when I tes- 
tified just about 2 years ago. These cars were lying on side tracks, 
not being used. At today’s cost this represents an idle investment of 
some $220 million. Many locomotives were in the same category. The 
importation of residual oil was responsible for a large part of this 
equipment being idle. Excess equipment logically will be scrapped 
as it becomes due for repair, reducing total ownership to actual nor- 
mal requirements. 

It is estimated that the railroads as a whole have a net investment 
of $2,244,000,000 in facilities and equipment for the handling of coal 
traffic, or about $6.25 per ton of coal originated in 1953. The Penn- 
sylvania Railroad alone has a net investment of $330 million in equip- 
ment and facilities for handling coal traffic. 

According to figures furnished by the National Coal Association, 
approximately two-thirds of all residual fuel oil consumed in this 
country competes with coal. In other words, about 90 million tons 
of annual coal production are displaced by oil. Of this tonnage, the 
equivalent (in residual oil) of about 33 million tons of coal came from 
overseas in 1953. 

What would happen in the event of a national emergency ? 

Truly, the railroads are our first line of defense when it comes to 
carrying the burden of wartime transportation. Basically this is be- 
cause only the railroads have possessed the elasticity and reserve ca- 
pacity necessary to take up the tremendous increase in transportation 
requirements generated by a war. In addition, the railroads can 
handle traffic with less strategic materials and less manpower than 
any other form of transportation. According to reports by the class 
1 Motor Common Carriers to the Interstate Commerce Commission, 
the average load handled by such carriers on the highway is just 
under 9 tons. It takes one man to handle that. On the other hand, 
the average freight train load, in 1953, was 1,301 tons. It takes only 
a 5-man crew to handle that—or 260 tons per man. 

In producing a revenue ton mile of transportation, the railroads 
use far less fuel than their competitors—with 1 gallon of diesel fuel 
the railroads produce 215 revenue ton-miles of transportation, while 
the trucks produce only 64. Most highway transport uses gasoline— 
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a much more critical fuel in a national emergency than diesel fuel 
oil. Finally, in the heavy traffic eastern territory, the Pennsylvania 
Railroad depends on electricity, produced by waterpower or the burn- 
ing of bituminous coal, for power. 

While just as vulnerable to enemy action through air bombing, 
guided missiles or sabotage, the railroads are peculiarly adaptable 
to repairing such damage. Experience during World War II, on both 
sides, proved this. 

On the other hand, when the locks and dams which make inland 
waterways possible are blown up or severely damaged, it takes a very 
considerable time to restore them to service. Heavy highway trans- 
portation requires good hard-surfaced roads. A damaged railroad 
can be restored to service much faster than either an inland waterway 
or a highway. 

A national wartime emergency would certainly call for a tremendous 
increase in power output while oil imports would cease or be sub- 
stantially reduced. Coal would have to replace immediately not only 
the foreign residual—equivalent to 33 million tons of coal—but also 
meet the major part of the emergency demands now supplied by im- 
ported crude and its products. The demand for refined oils and gaso- 
line would increase so greatly that it would necessitate cracking down 
nearly all the remaining residual oil, and coal would have to fuel most 
of this 90-million ton market. This is 1,520,000 carloads requiring 
63,000 cars to move within 1 calendar year based upon the average 
turnaround time of freight cars. Can we safely assume that a de- 
pressed coal industry and the railroads could immediately expand 
sufficiently to provide and handle this added tonnage plus the in- 
creased coal that a war economy would require ? 

Even though the coal companies could produce the coal, the rail- 
roads would not be in a position to transport it, because of lack of 
equipment, facilities and trained employees to do so. 

As stated above, the railroad industry cannot afford to maintain its 
great investment in facilities for carrying and handling coal unless 
there is current use for them—in today’s economy they cannot be 
maintained for standby emergency service. 

Residual fuel oil, unless further refined, can properly be called a 
byproduct of the refining process. Its prices have historically 
fluctuated widely, based on available supplies and competitive fuel 
prices. As a result, even if it were economically possible, any down- 
ward revision in the delivered price of coal would no doubt be met 
by corresponding reduction in fuel oil prices when such oil is in 
surplus. 

Statements have been made as to the inability to keep the cost of coal 
down so that it can meet competition from other fuels. The coal 
industry has repeatedly explained the various methods it has adopted 
to reduce costs. The railroads are also making a large contribution 
to this cause. Rail freight charges on coal have been held down, in 
an effort to a the coal industry solve its marketing problems against 
competing fuels. Average railroad revenue per ton on commodities 
other than bituminous coal has increased 85 percent since 1939, against 
only 49 percent on bituminous coal. Yet average prices for railroad 
materials and supplies have gone up 135 percent, and average hour! 
railroad wages 155 percent. Further comparisons emphasize this 
point—such as the increase since 1939 in wholesale commodity prices 
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of 120 percent; average hourly earnings of coal miners, 159 percent; 
and the average price of bituminous coal at the mines, up 167 percent. 

The waited importation of residual fuel oil—a byproduct of 
foreign oil refining—depriving our own transport system of handlin 
very sorely needed coal traffic, is diametrically opposed to the declare 
national transportation policy as announced by Congress in 1940, 
particularly insofar as it relates to national defense. 

In this connection it is highly significant to note that certain Euro- 
pean countries which are now producing substantial quantities of 
refined oil products are exporting the residual oil to this country. 
Newspaper articles have indicated that those countries have imposed 
a heavy tax on the use of that residual oil at home in order to protect 
their own coal industry. An article by J. H. Carmical, a recognized 
and ———— authority, in the New York Times of July 5, 1953, so 
stated. 

To permit foreign countries to ship unlimited quantities of resid- 
ual oil to this country and dispose of it at “cump” prices to the serious 
detriment of the American coal and railroad industries, at the same 
time that those foreign countries effectively prohibit the domestic 
consumption of that oil in order to protect their own industries, cannot 
be justified on any “free trade” or other basis. 

We submit that no matter what general foreign trade policy Con- 
gress may adopt, this situation is one which demands specific treatment 
in order that the coal and railroad industries may not be further 
weakened by a dumping of this foreign byproduct with which they 
cannot possibly compete and which will inevitably cause them to be 
less able to supply the energy and transportation needed in a national 
emergency. 

Mr. Mrs (presiding). Does that complete your statement, Mr. 
Symes? 4 

Mr. Symes. It does. 

Mr. Mrits. We thank you for your appearance and the information 
you have given the committee. 

Are there any questions?) Mr. Harrison of Virginia will inquire. 

Mr. Harrison. Mr. Symes, what is the comparison of the loss as a 
result of these increased importations of residual oil to the coal in- 
dustry as compared to the loss occasioned by the industry by the con- 
version of the railroads to diesel engines ? 

. Mr. Symes. As I recall, the figures of the loss of coal as a result of 

dieselization is something in the neighborhood of 100 million tons a 
year. But it is under an entirely different condition. The diesel 
ocomotive is an American product. It is necessary in railroad trans- 
portation for the economics of and also to meet the competition of 
other forms of transportation. 

So I would say that there is not a foreign element. It is a domestic 
job that is economically sound in the handling of transportation in this 
country. 

In addition, savings as a result were passed on in the way of wages 
or lower rates. I might also add that in the economics of the diesel 
locomotive, only one third is chargeable to fuel. The other two thirds 
are chargeable to maintenance and utility. By utility, I mean the 
additional miles you can get out of a diesel locomotive as compared 
with steam. So there really is not any comparison. 
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Mr. Harrison. As I understand, then, one of the reasons the rail- 
roads converted was because it was cheaper to do so. 

Mr. Symes. The economics justified doing that. 

Mr. Harrison. Therefore, the only distinction, am I correct, is that 
in this case the supply of the fuel is foreign and in the case of the 
diesel fuel oil, it is domestic production. 

Mr. Symes. I think it is quite a distinction when you find foreign oil 
coming in and displacing employment in this country. 

Mr. Harrison. That is the distinction. 

Mr. Symes. That is a marked distinction. 

Mr. Harrison. Of course, diesel oil could come from foreign sources, 
too, could it not? 

Mr. Symes. It can, certainly. 

Mr. Mitus. Mr. Simpson of Pennsylvania will inquire. 

Mr. Srpson. Mr. Symes, you do not buy residual oil from abroad 
to use in your engines. 

Mr. Symes. No, it isan entirely different oil. 

Mr. Stmrson. What you use is an American produced product. 

Mr. Symes. That is right, sir. 

Mr. Sturson. This oil from abroad that is dumped here, you mean 
it is brought here and sold for what the market will bear ? 

Mr. Symes. What the market will bear under the delivered coal 
price. 

Mr. Sreson. The history of it, I am told, indicates that the price 
drops each time due to efficiency or any other reason that the price 
of coal drops. 

Mr. Symes. That is correct. 

Mr. Srupson. Always remaining sufficiently low to take the market. 

Mr. Symes. Regardless of what the price of coal might be, I am 
sure that would still come in under existing conditions and scoop the 
coal market. 

Mr. Srareson. Yes, it being a waste product. Would you guess what 
might happen if they put our coal mines out of business so that we 
did not have the market? Would you think that the price would 
continue to drop, or might it go up ? 

Mr. Symes. I think this. If the coal mines were out of existence, 
it would no doubt go up. In other words, it takes what the market 
will bear. 

Mr. Srcpson. I have just one other question. Can you think of 
any area in railway work other than shipments of coal by which the 
unemployment problem among railway workers in Pennsylvania can 
be solved f 

Mr. Symes. No, I do not. I think it is absolutely necessary as far 
as the State of Pennsylvania is concerned to get additional coal pro- 
duction to take care of the situation there. For example, at Al- 
toona—which is the location of the largest shop on our railroad— 
ordinarily we employ there from 10 to 12 thousand people. Right 
now we are down to 5,000 and there is not any doubt that a large 
part of that reduction is due to the importation of this residual oil. 

Mr. Suwrrson. Many of those unemployed there, if you had an in- 
crease in the freight haulage of mak aside from the men actually 


working on the trains hauling the coal, would be working in the 
shops ¢ 
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Mr. Symes. That is what I am referring to largely, the shops, in 
addition to the men operating the trains. The shops would certainly 
have to repair a lot of these cars. 

Mr. Srupson. The argument often presented to us here is that 
some of the admittedly poor people down in Venezuela are able to 
buy television, radios and automobiles, and so on, as a result of this 
dumping of oil in the United States. For every one of them who may 
be prosperous, some American citizen, as I see it, is on the relief rolls 
or in trouble, Is that not your judgment? 

Mr. Symes. It is very definitely my judgment, not only at Altoona, 
but a lot of other places, such as nore, where we have shops— 
Piteairn, Pa., Terre Haute, Ind. 

Mr. Suupson. They are not able to buy television or automobiles. 

Mr. Symes No, as a matter of fact, I was in a Terre Haute shop 
with men who had 35 years of service who were out of work. It is 
terrible. 

Mr. Srupson. Great efforts have been made to show that in our 
different congressional districts this shipment of residual oil into this 
country means a profit to the workers of our several congressional 
districts. Surely an American manufacturer would prefer to service 
the American market than to ship a product to Venezuela? Would 
you not think so? 

Mr. Symes. Absolutely. Here is something, Mr. Simpson, that 
is overlooked too much. The coal industry and the ca industry 
are two of the most important segments of our economy. They are 
both essential in peacetime, but absolutely indispensable in wartime. 
The only way you can make them an effective instrument during 
wartime is to encourage their peacetime production and use. So many 
people are overlooking that. The thing is being cut down so when 
it is needed, it will not be the way we want it. 

Mr. Stimpson. That is due to war at the very time when you had 
to have the fuel, you would not be able to get the fuel oil from Vene- 
zuela and the Far East, and you could not get coal either, because 
the mines were allowed to shut down in peacetime. 

Mr. Symes. And you will have difficulty in getting the trans- 
portation required to move it. 

Mr. Srmpson. Mr. Symes, you have made a very valuable con- 
tribution. Ithank you. 

Mr. Mixxis. Mr. Byrnes of Wisconsin will inquire. 

Mr. Byrnes. Mr. Symes, this residual oil mostly goes into the east 
coast area, does it not? 

Mr. Symes. Practically all of it. 

Mr. Byrnes. What is its use, industrial ? 

Mr. Symes. Largely utilities and large industrial use, where they 
have generating plants. 

Mr, Byrnes. It is not used in home heating. 

Mr. Symes. Practically none. 

Mr. Byrnes. In your statement you said that it took about 4.1 bar- 
rels of residual fuel to equal 1 net ton of coal. What is the present 
price differential? In other words, what would you have to pay for 
4.1 barrels of residual oil? . 

Mr. Symes. I cannot give you the exact figure. The thing is so 
flexible that the price of coal at the mine plus transportation, which 
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is a public figure, they can come in and undercut that figure, whatever 
it is, and create a market. 

Mr. Byrnes. I understand that. What is the going price today. 
You are selling bituminous coal on the east coast. 

Mr. Symes. We are moving it. 

Mr. Byrnes. Somebody else is selling it. 

Mr. Symes. That is right. 

Mr. Byrnes. I was wondering what that sold for a ton today. The 
are also bringing in residual oil to the east coast, and what is that sell- 
ing for? I would like to get a picture of the economics of the price 
differential. 

Mr. Symes. I think Mr. Pickett, the following witness, associated 
with the coal industry, could give you that answer better than I. 

Mr. Byrnes. Thank you very much. 

Mr. Mitts. Mr. Sadlak of Connecticut will inquire. 

Mr. Sapiack. Mr. Symes, you made such a fine presentation it 
makes it very difficult for me. I have this question. 

You mentioned the number of freight cars that are being side- 
tracked and not being used. Did you, during the past 5 years, increase 
the number of other types of freight cars? 

Mr. Symes. I would say that there has been an increase in boxcars. 
This will give you an idea, I think. During World War II, in 1944, 
the railroads of the country owned 134 million freight cars. That 
is about what they own today or slightly under that. The effort in 
our locomotives during the peak of World War II as compared to 
today, we are now about 16 percent under. By that I mean the pull- 
ing power of the locomotive. However, I do believe that we could 
handle with this 16 percent less tractive effort the same tonnage we 
did in 1944, because of diselization, increased efficiency, and so on. 

In the freight business we could probably handle the same, but 
the total transportation in this country today, or 1953 compared with 
the peak of World War II, is 10 percent greater. Yet we handled 
70 percent of that in World War II, and now we are down to 50 per- 
cent. So if you take those equations and we did have another war, 
the railroad industry wou Mave to handle as near as we can tell 
over 50 percent more tonnage than it did in the year 1953, and over 
30 percent more than it did during World War II, because of these 
other modes of transport having to fold up for the same reasons that 
they did in World War II. 

To me it is a very serious situation that requires consideration and 
requires encouragement of peacetime use, so that it will be there for 
the emergency that might come. 

Mr. Saptax. What impelled me to ask that question was this, Mr. 
Symes. I am sure we are all trying to get the complete and full pic- 
ture. Last week the proponents of the bill told us about the greater 
amount of imports and exports because of the reciprocal trade agree- 
ments. 

It occurred to me that the Pennsylvania Railroad would also be 
participating in the program of taking these products to the eastern 
seaboard or the western seaboard, and thereby using more cars to 
transport whatever is going out, and at the same time would be trans- 
porting from the seacoast or the ports inland the products that were 
coming in. In other words, the transportation, whether it be the rail- 
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roads or other means of transportation, would be benefiting by this 
program though losing as far as the coal industry is concerned. 

Mr. Symes. There is no doubt we are very much interested in the 
thing you are talking about, but by the same token, if you take coal 
and rails, which is the biggest part of our economy, and bring this 
other residual oil to reduce the production of coal, and also the re- 
duction of the transportation of it in this big fleet of freight cars we 
have, and the big investment that we have, it just does not add up. 

Mr. Saptak. Do you transport any of this residual fuel oil along 
the eastern coast ? 

Mr. Symes. No, we do not. 

Mr. Sapuak. Is it all transported to its ultimate use by trucks? 

Mr. Symes. If it goes inland, it goes by truck, because we are not 
transporting it. 

Mr. Saptak. Would the transportation tax, or the removal of the 
transportation tax in any way alleviate this situation? Do you think 
you would be able to compete a little better and you would get more 
business if the transportation tax was removed 

Mr. Symes. It is only 3 percent. Naturally we would favor a re- 
peal of it. As I said before, the practical effect would be that it 
would still come in here and undercut whatever it is. There has to 
be some control over it. 

Mr. Saptak. Mr. Symes, I had based my opposition to the putting 
on of import quotas on residual fuel oil on the basis that the domestic 
producers could not provide it. We had 2 excellent witnesses, both 
oil distributors, during the last session when we had this problem, 1 
from Boston and the other from Bridgeport, Conn. Both of them con- 
tended that the reason why they were using foreign residual fuel oil 
was the fact that domestic producers could not provide it for them. 
I based my opposition on their testimony. 

I do not see that the domestic output has changed any because I 
believe from your testimony, and the testimony of those who came be- 
fore you, there is a greater cracking down of the product, and there is 
little or no residual fuel oil in this country. Therefore, the residual 
fuel oil that is being used in New England and along the Atlantic 
Seaboard must come from outside of our country. 

Mr. Symes. What I am trying to say is that regardless of that sit- 
uation you speak of, it is not needed. It is not needed when the coal 
is available. This is coming in free to displace a very important in- 
dustry in this country that ought to be given full consideration. 

Mr. SapiaK. We are making some improvements in Connecticut. 
I am sure we had the help of my colleagues, from coal mining com- 
munities, for funds to dredge and deepen the Housatonic River in 
order that barges can bring coal to the Connecticut Light & Power 
Co, at Devon without transshipment. 

Mr. Symes. I understand that. 

Mr. Sapiak. The Hartford Electric Light Co. at Hartford on the 
Connecticut River is using a great deal of coal. At the same time 
many other industries are using residual fuel oil. So I find myself 
in a very funny predicament here, because I am trying to be heipful 
to one, and the other, and I am looking for more information to guide 
me adequately. 

Mr. Mitxs. Mr. Symes, as I understand, the coal industry enjoyed 
its peak production during the post World War II period in 1947. 
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Mr. Symes. I believe that is right. 

Mr. Mitts. I do not have the figures for 1954 production, but I am 
advised that 1953 production of coal in the United States was ap- 
proximately 120 million tons under 1947 production. Is that ap- 
proximately correct ¢ 

Mr. Symes. I think that if you are comparing 1953 with the peak 
production, I think you will find it was off perhaps as much as several 
hundred million tons. 

Mr. Mus. I understand according to figures supplied me that 
production in 1953—I am speaking of bituminous coal—was under 
1947 by about 120 million tons. 

Mr. Symes. That was probably right for 1947. I was taking peaks. 

Mr. Mitts. You agree that is approximately correct ? 

Mr. Symes. I would say that is approximately correct. 

Mr. Mis. You stated in response to a question from Mr. Harrison 
of Virginia that the dieselization of the railroad industry had resulted 
in a reduced consumption of coal in the same period by approximately 
100 million tons. I think it is nearer 82 million tons. 

Mr. Symes. In 1947 that would be about right. 

Mr. Miizs. At any rate that represents approximately two-thirds 
of the decline in production of coal, and I assume consumption of coal 
in the United States. 

Does the committee understand that this tremendous change in the 
industry, this tremendous decline in the use of coal, can be justified 
by an opponent of this legislation, by one who is interested in the 
strengthening of the coal industry by merely pointing to the fact that 
it is more economical, from the point of view of his industry to use a 
fuel other than coal such as diesel fuel? Would that same reasoning 
apply in the other instances where there has been conversion from 
coal to something else, representing the other one-third decline in 
consumption and use of coal ? 

Mr. Symes. What I am trying to say is that as far as the diesel 
locomotive is concerned, it is a true economic change in this country 
by an American product, and using an American product, as com- 
pared with a foreign country bringing oil into this country and dis- 
placing a very important industry in this country. In fact, it affects 
two very important ones that I think should have consideration. 

Mr. Miits. Can you state as a fact to this committee that the diesel 
fuel which is purchased by the Pennsylvania Railroad is all American- 
produced ¢ 

Mr. Symes. I cannot say that it all is. My impression would be that 
practically all of it is, but I could be mistaken. 

Mr. Mrits. Is not one of the factors that resulted in this conversion 
from coal to diesel engines by railroads, the installation of air-condi- 
tioning systems, and so forth, on railroads where railroads thought 
that they operated better through the use of diesel fuel as contrasted 
with coal? I have been so advised. I am merely asking for 
information. 

Mr. Symes. No, I do not think so. It might be in some cases on ac- 
count of the smoke in tunnels getting into the airconditioning system. 
But it certainly was not a major factor. 

Mr. Mrits. My point is this: Does the use of coal by a railroad in 
any way interfere with air conditioning which is used on the railroad ? 
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Mr. Symes. I would say generally no, and it was not a consideration. 

Mr. Mus. The information I had would be incorrect, then. 

You attributed some use of residual fuel in the United States to the 
public utilities, I believe. 

Mr. Symes. That is right. 

Mr. Mitts. During this period when railroads decreased their con- 
sumption of coal by 82 million tons, is it not a fact that public utilities 
increased their consumption of coal ? 

Mr. Symes. That is correct, because of the increased demands on 
energy. 

Mr. Mits. So the industry that we say is largely responsible for the 
present use of residual fuel during this period of increased importa- 
tion of residual fuel has also increased its consumption of coal. 

Mr. Symes. In the aggregate it has. I do not think if you took the 
percentagewise of their energy output you would find that to be so. 

Mr. Mixxs. If the public utilities that used residual oil decided that 
it was more economical to use it, and there was greater utility in its 
use, and this residual fuel oil was obtained from sources in the United 
States, then it would be perfectly all right to replace coal with residual 
fuel ? 

Mr. Symes. We are not discussing the residual locally in the United 
States. We are talking about the importation of it. I think for all 
practical purposes if the residual coming in from abroad were in some 
way controlled, that you would also see the price of residual in this 
country going up, which again would permit the coal to be under a 
more competitive situation with the industries you are talking about. 

Mr. Mits. Mrs. Symes, I beg to disagree with you. I was discuss- 
ing the use of domestic residual fuel as a replacement by the public 
utilities for coal. Would that be all right? 

Mr. Symes. I have not been discussing that, and I would not see any 
objection as a byproduct. You must be realistic. 

Mr. Mitts. I was hoping to discuss it with you, and I have asked 
you a question for information. Would that be all right in the case of 
utilities in line with your reasoning that it is perfectly all right for 
railroads to dieselize, even though it means a reduction in the produc- 
tion of coal by two-thirds of the decline? 

Mr. Symes. I would have to say the answer to your question is yes. 

Mr. Mitts. In other words, the only thing that you object to about 
the entire picture is the fact that some foreign commodity is utilized 
to displace the coal in the United States. 

Mr. Symes. Absolutely. 

Mr. Mrs. Not the fact that it is residual oil per se, but the fact 
that it comes from some foreign source. 

Mr. Symes. Free. 

Mr. Mitxs. Would the railroads then agree that it would be proper 
for Congress to either provide that they junk these diesel motors or 
reconvert to coal, or that they exclude in connection with the use of 
diesel motors any diesel fuel that is imported into the United States? 

Mr. Symes. I do not think that would have any bearing at all. As 
far as the diesel locomotive is concerned, as I indicated, it was a sub- 
stantial saving on the capital expenditure of an American made 
product. About one-third of the economy was in fuel, one-third in 
maintenance and one-third in utility and greater mileage. It would 





1408 TRADE AGREEMENTS EXTENSION 


be pretty difficult, regardless of what the price of coal would be, or 
anything else—in fact, if it were free—I do not think you would dis- 

lace the economics of that diesel locomotive. So realistically it was 
iere. The railroad industry had to find some way to meet inflation, 
increased wages and hold rates down. All of the economies of diesel 
locomotives were passed to labor or the consuming public of the United 
States. It was absolutely in the public interest. 

Mr. Mitts. I do not quarrel with you one bit with what you have 
done in the railroad industry in this connection. 

Mr. Symes. I know you are not. 

Mr. Miuts. We are merely trying today to find what we in the 
Congress may be able to do to assist an industry that we understand 
is not in the best of health. If the importation of residual fuel is 
only a part of the difficulty and has only contributed to a very small 
part or even a third part of the decline in coal production in the United 
States, I personally was trying to find out whether or not we might 
look at the bigger picture of what might be done about the other two- 
thirds if there is any possibility of returning that consumption to 
these coal miners and coal operators. It would be a great help to 
them, would it not ? 

Mr. Symes. Anything at all you can do to help the coal industry in 
my judgment, and it is economically feasible to do so, it should be 
done. 

Mr. Miuts. There are a lot more hours lost by railroads conversion 
to diesel fuel than the importation of residual oil. 

Mr. Symes. I would say if the railroads went back and bought 
steam locomotives for burning bituminous coal, it would be more than 
what we are talking about now. 

Mr. Mitxs. Thank you. Are there any further questions? 

If not, we thank you very much for your appearance, and the 
information you have given the committee. 

The committee will stand adjourned until 2 o’clock and the first 
witness will be Mr. Tom Pickett. 

(Thereupon at 12:35 p. m., a recess was taken until 2 p. m., the 
same day.) 


AFTERNOON SESSION 


The Cuarrman. The committee will be in order. 

The next witness on the calendar is Mr. Tom Pickett. 

Of course, we know you very pleasantly, Mr. Pickett, but for the 
record would you please give your name, address, and the capacity 
in which you appear? 


STATEMENT OF TOM PICKETT, EXECUTIVE VICE PRESIDENT, 
NATIONAL COAL ASSOCIATION 


Mr. Picxerr. My name is Tom Pickett. I am executive vice presi- 
dent. of the National Coal Association, with offices in the Southern 
Building, Washington, D. C. 

The National Coal Association is a trade organization of the 
bituminous coal mine owners and operators in the 28 wee 


States of the Nation. We speak for more than 65 percent of the com- 
mercial bituminous coal production in the United States. In addi- 
tion, I am authorized to speak for the American Coal Sales Associa- 
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tion which represents the selling departments of producers marketin 
their own coal and independent sales organizations marketing coal. 

We do not endorse the bill H. R. 1. Its enactment would: 1, divorce 
the Congress further from its constitutional responsibility in the 
regulation of commerce with foreign nations; 2, delegate too broad 
power to the executive department; 3, remove responsibility for our 
international trade relations from elected officials; 4, place such re- 
sponsibility in the hands of appointed officials, primarily in lower 
echelons in career Government service. 

Theoretically, the delegation of congressional responsibility is to 
the President and, through him, to the Secretary of State. My com- 
ment is not to be construed as expressed or implied criticism of those 
two officials. 

The facts are that neither of them has the time to devote to a 
careful analysis and detailed study of international trade relations. 
Therefore, the responsibility is ultimately placed in the hands of 
career people far removed from responsiveness to the needs of the 
employees of industries to whom injury may result by reason of their 
decisions. 

The bill has not been written by elected officials. It has been 
written, theoretically, by a study commission. I suspect the actual 
work was done by many who fall in the same category as career Gov- 
ernment employees, not. responsive to the will of the electorate. 

The commission’s recommendations were decidedly not unanimous. 
Those who have testified in favor of it are not unanimous in their 
views. Many of them qualified their endorsement. Supporters advo- 
cate the adoption of the bill to promote the security and welfare 
of the United States. With that principle none can conscientiously 
disagree. The firm disagreement arises in the application of that 
principle. The supporters of the bill fall into three general cate- 

ories : 

. 1. Those who speak from a lofty ideological plane, such as Secre- 
tary Dulles, who states he is “not a technical expert in tariff matters.” 
It appears the ideological es concerns itself with the fear we 
may alienate our friends and allies if we do not agree with what they 
want. That viewpoint seldom, if ever, takes the position our friends 
and allies ought to go along with us occasionally for fear of alienating 
the United States. Some take the extreme position, as does Secretary 
Dulles, that, even if “the pending bill would primarily serve the eco- 
nomi¢ interests of others,” that is foreign peoples, he “would still 
advocate” it. In effect, the arbiter of foreign policy would also dictate 
domestic policy in favor of foreign nations and against our own. 

2. Those who speak from a protected position, such as Secretary 
Benson, who acknowledges that our domestic farm program is so 
conceived that “it is essential that authority be retained to restrict 
imports” of some agricultural items into the United States. See- 
retary Weeks stated that, in some instances, “a protective tariff is 
indispensable.” 

There are other industries than agriculture benefiting from ample 
protection because they are considered essential to the welfare and 
security of the United States. With that, I am in hearty accord and 
will address myself more particularly to the point later. 

_ 8. Those who speak from a special interest position, such as the 
importers of petroleum and petroleum products, one of whose rep- 
57600—55—pt. 24 
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resentatives raises the issue of whether he has some special ax to grind 
then proceeds to sharpen it. He suggests a policy of sharing the 
owth of demand for crude petroleum with the domestic wroiitieer. 

e ignores coal’s rightful interest in the energy market. Another 
would give more tax benefits on the income accruing from an invest- 
ment in foreign oil properties, whose product was imported into the 
United States, than he would in the case of a manufacturing plant. 

One of them ventures the suggestion that industries which consider 
themselves injured by the present or prospective trade program place 
their problem before Government negotiators. 

I prefer to rest mine in the hands of the elected representatives of 
the people, the members of Congress, based upon the experience of 
industries which have heretofore presented their case to Government 
negotiators. 

It is worthy of more than passing note that some of the oil importer 
witnesses proceed to advise on the causes of the current economic 
position of the coal industry, in the doing of which they seek to ex- 
culpate themselves from any responsibility. It is not my concern 
how they run their foreign business, and I have no advice to give. 
It does become my consern when their foreign business becomes do- 
mestic, contributing to the injury of the coal industry. 

It may be significant that among the advocates of the bill for the 
purpose of promoting the security and welfare of the Nation there is 
one outstanding absentee.’ So far as I am aware, not one word of 
testimony on this subject has been presented by the Director of the 
Office of Defense Mobilization. Who knows better than he the overall 
requirements for mobilization? That is his special responsibility. 
On July 6, 1954, the Director of ODM was appointed chairman of a 
committee— 


to determine the nature and extent of the danger to the strength and well-being 
of the Nation created by present conditions in the soft coal industry, and to 
recommend such remedial action as can and should be taken. 

In addition, on July 30, 1954, he was appointed chairman of a com- 
mittee with the duty to— 


undertake a study to evaluate all factors pertaining to the continued development 
of energy supplies and resources and fuels in the United States, with the 
aim of strengthening the national defense, providing orderly industrial growth, 
and assuring supplies for our expanding national economy, and for any future 


emergency. 

It is common knowledge that the study has been completed since 
the committees were established. It is not publicly known today what 
the report and recommendations contain. I have a consuming curi- 
osity to know whether any changes will have been made in the original 
document after it has been reviewed by those who speak from a lofty 
ideological plane. The Congress my find out before this bill is fi- 
nally acted upon, but the tide is ebbing fast on that point. 

We yield to no one our desire for the security and welfare of the 
United States and peace in the world. It is so fundamental as to be 
axiomatic that security, welfare and peace cannot be had unless the 
United States is strong domestically. 

This Nation cannot remain strong domestically if we ignore the 
basic industries that contribute to its economic might and productive 
capacity. Whatever else may be required, it is not possible to gear 
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our productive machine to its full peacetime or emergency potential 
without adequate domestic fossil fuel energy resources. 

Coal and oil are such resources. That those two domestic indus- 
tries have problems caused by imported competition deserving of se- 
rious consideration was admitted by Secretary Dulles during his testi- 
mony. The adoption of the Symington amendment in 1954 was a 
congressional acknowledgment of the principle that we should— 
restrict imports of commodities whenever such imports threaten to retard the 
domestic development and expansion of natural resource industries * * * es- 
sential to the national security. 

We in the coal industry advocate an enlargement of the principle 
of the Symington amendment to direct the President to take neces- 
sary action restricting importation of commodities when such imports 
threaten to retard domestic development and expansion of natural re- 
source industries essential to the National security. 

Further, we advocate a restriction on the total quantity of crude 
petroleum and products, including residual fuel oil, which may be im- 
ported for consumption within the United States to not more than 10 
percent of the annual domestic requirements. 

Our proposal would reduce the quantity of allowable imports of 
residual oil to a percentage comparable to the average of actual im- 
ports for the years 1946-51, inclusive. The following figures illus- 
trate that point: 

1954 domestic demand’ 
1954 allowable imports based on quota limitation of 10 percent *___~ 


1946-51 average domestic demand’ 
1946-51 average of actual imports’ 


2 Excluding imports for bunkering, manufacturing, and reexport. 


Numerous bills have been introduced by Members of the House in 
recent days and referred to this committee which expresses our views, 
including H. R. 2963, 2979, 2982, 3019, 3108, 3236 and 3243. There 
may be others I have overlooked. 

It has been called to my attention that there are a number of repre- 
sentatives of the governors who have been sent to this hearing today, 
personal representatives coming at the behest of the governors of 
several of the coal-producing States. Governor Stratton, of Illinois, 
sent Mr. Walter H. Scherer; Governor Craig, of Indiana, is repre- 
sented by a member of the Indiana congressional delegation; the 
Governor of Iowa sent Congressman LeCompte, and other members 
of the Iowa congressional delegation; acting Governor Beacham, of 
Kentucky, sent Mr. George Ward, from Kentucky; Theodore R. 
McKeldin, Governor of Maryland, sent a representative whose name 
is not furnished ; from Utah, Governor Bracken Lee named Congress- 
man Dickson; from Virginia, the Governor named Mr. James W. 
Hanley, vice president of a coal corporation; from West Virginia, 
Governor Marland sent United States Senator Matthew M. Neely: 
from Wyoming, the Governor sent the Members of the congressional 
delegation from that State. 

Now, back to the text of my presentation, Mr. Chairman. 

It is not my purpose to fight the battle for that group of inde- 
pendent oil and gas producers throughout the Nation who advocate 
similar import restrictions. Able spokesmen have already presented 
that case. It is sufficient to say their views have our active support. 
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resentatives raises the issue of whether he has some special ax to grind 
then proceeds to sharpen it. He suggests a policy of sharing the 
owth of demand for crude petroleum with the domestic producer. 

e ignores coal’s rightful interest in the energy market. Another 
would give more tax benefits on the income accruing from an invest- 
ment in foreign oil properties, whose product was imported into the 
United States, than he would in the case of a manufacturing plant. 

One of them ventures the suggestion that industries which consider 
themselves injured by the present or prospective trade program place 
their problem before Government negotiators. 

I prefer to rest mine in the hands of the elected representatives of 
the people, the members of Congress, based upon the experience of 
industries which have heretofore presented their case to Government 
negotiators. 

It is worthy of more than passing note that some of the oil importer 
witnesses proceed to advise on the causes of the current economic 
position of the coal industry, in the doing of which they seek to ex- 
culpate themselves from any responsibility. It is not my concern 
how they run their foreign business, and I have no advice to give. 
It does become my consern when their foreign business becomes do- 
mestic, contributing to the injury of the coal industry. 

It may be significant that among the advocates of the bill for the 
purpose of promoting the security and welfare of the Nation there is 
one outstanding absentee.’ So far as I am aware, not one word of 
testimony on this subject has been presented by the Director of the 
Office of Defense Mobilization. Who knows better than he the overall 
requirements for mobilization? That is his special responsibility. 
On July 6, 1954, the Director of ODM was appointed chairman of a 
committee— 
to determine the nature and extent of the danger to the strength and well-being 
of the Nation created by present conditions in the soft coal industry, and to 
recommend such remedial action as can and should be taken. 

In addition, on July 30, 1954, he was appointed chairman of a com- 
mittee with the duty to— 


undertake a study to evaluate all factors pertaining to the continued development 
of energy supplies and resources and fuels in the United States, with the 
aim of strengthening the national defense, providing orderly industrial growth, 
and assuring supplies for our expanding national economy, and for any future 
emergency. 

It is common knowledge that the study has been completed since 
the committees were established. It is not publicly known today what 
the report and recommendations contain. I have a consuming curi- 
osity to know whether any changes will have been made in the original 
document after it has been reviewed by those who speak from a lofty 
ideological plane. The Congress my find out before this bill is fi- 
nally acted upon, but the tide is ebbing fast on that point. 

We yield to no one our desire for the security and welfare of the 
United States and peace in the world. It is so fundamental as to be 
axiomatic that security, welfare and peace cannot be had unless the 
United States is strong domestically. 

This Nation cannot remain strong domestically if we ignore the 
basic industries that contribute to its economic might and productive 
capacity. Whatever else may be required, it is not possible to gear 
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our productive machine to its full peacetime or emergency potential 
without adequate domestic fossil fuel energy resources. 

Coal and oil are such resources. That those two domestic indus- 
tries have problems caused by imported competition deserving of se- 
rious consideration was admitted by Secretary Dulles during his testi- 
mony. The adoption of the Symington amendment in 1954 was a 
congressional acknowledgment of the principle that we should— 
restrict imports of commodities whenever such imports threaten to retard the 
domestic development and expansion of natural resource industries * * * es- 
sential to the national security. 

We in the coal industry advocate an enlargement of the principle 

of the Symington amendment to direct the President to take neces- 
sary action restricting importation of commodities when such imports 
threaten to retard domestic development and expansion of natural re- 
source industries essential to the National security. 
. .Further, we advocate a restriction on the total quantity of crude 
petroleum and products, including residual fuel oil, which may be im- 
ported for consumption within the United States to not more than 10 
percent of the annual domestic requirements. 

Our proposal would reduce the quantity of allowable imports of 
residual oil to a percentage comparable to the average of actual im- 
ports for the years 1946-51, inclusive. The following figures illus- 
trate that point: 


TOG4 Momeeitie: Geman bi stor els ig slell cis cn cmebnedd 564, 933, 000 
1954 allowable imports based on quota limitation of 10 percent *__.. 56, 494, 000 
1946-51 average domestic demand *____--____-_-_-__--_-_-----_-- 517, 935, 000 
1946-51 average of actual imports *_.--....-........-_....--.---- 51, 465, 000 


1 Pxcluding imports for bunkering, manufacturing, and reexport. 


Numerous bills have been introduced by Members of the House in 
recent days and referred to this committee which expresses our views, 
including H. R. 2963, 2979, 2982, 3019, 3108, 3236 and 3243. There 
may be others I have overlooked. 

It has been called to my attention that there are a number of repre- 
sentatives of the governors who have been sent to this hearing today, 
personal representatives coming at the behest of the governors of 
several of the coal-producing States. Governor Stratton, of Illinois, 
sent Mr. Walter H. Scherer; Governor Craig, of Indiana, is repre- 
sented by a member of the Indiana congressional delegation; the 
Governor of Iowa sent Congressman LeCompte, and other members 
of the lowa congressional delegation; acting Governor Beacham, of 
Kentucky, sent Mr. George Ward, from Kentucky; Theodore R. 
McKeldin, Governor of Maryland, sent a representative whose name 
is not furnished; from Utah, Governor Bracken Lee named Congress- 
man Dickson; from Vir inia, the Governor named Mr. James W. 
Hanley, vice president of a coal corporation; from West Virginia, 
Governor Marland sent United States Senator Matthew M. Neely; 
from Wyoming, the Governor sent the Members of the congressional 
delegation from that State. 

Now, back to the text of my presentation, Mr. Chairman. 

It is not my purpose to fight the battle for that group of inde- 
pendent oil and gas producers throughout the Nation who advocate 
similar import restrictions. Able spokesmen have already presented 
that case. It is sufficient to say their views have our active support. 








1412 TRADE AGREEMENTS EXTENSION 


That coal is essential to the domestic strength, welfare, and na- 
tional security is academic. More than a ton of raw coal converted 
into coke is required to produce a ton of iron from that ore. Without 
coal, where do you get iron, hence the steel necessary for industrial 
tools, machinery, armaments ? 

It requires a pound of coal for a kilowatt-hour of electricity. More 
than 70 percent of the electric energy generated east of the Mississippi 
River is produced in coal-fired plants. Without coal, where do you 

et electricity that is so simdibtal £6 the lighting, heating, and power- 
ing of the industrial and domestic plant? 

In years past, coal was without peer in the energy field. The public 
looked upon it as a foundation of our industrial strength while we 
were striving for national maturity. A plentiful resource, coal was 
always available. Consequently, it came to be taken for granted. 

From 1940 to 1944, the demands for increased energy in most of the 
United States were enormous and coal carried 80 percent of that in- 
crease. The 1947 coal production of 630 million tons declined to less 
than 400 million tons in 1954. Manpower, once more than 600,000, 
had declined to slightly over 200,000 last year. Approximately 100,000 
miners went off the payroll in 1954 alone. 

No one factor is responsible for coal’s present poor economic posi- 
tion. The importation of crude petroleum, particularly its byproduct, 
st fuel oil, has played a prominent part. Briefly, here is the 

roblem. 
» Residual oil is a heavy, black oil also referred to as No. 6 or No. 5, 
8] “©” or black oil. It is the waste left after crude has been 
refined. 

Questions have been asked about what it looks like and what it is. 
I want to show you. I can hardly burn it. It is one of these sub- 
stances you have to heat before you can ever put it in a furnace. That 
is what residual fuel is. I am sorry, but I cannot pour it out of this 
bottle. If you want it to flow, you have to heat it. 

Mr. Jenxrns. Apparently you cannot handle it. 

, Mr. Picxerr. No, sir, I cannot generate quite enough steam for 
eat. 

Gentlemen, it is here for your inspection. If anyone wants to try 
to clean the bottle out, we will be glad to let you try it. But here is 
residual fuel oil. 

The CHatrrman. You may proceed with your statement now, Mr. 
Pickett. 

Mr. Picxerr. Yes, sir. More than 90 percent of the imported re- 
sidual oil is currently produced from pails originating in V 
Approximately 60 percent originates from oil refineries owned by two 
large corporations located on the Dutch islands of Aruba and Curacao 
off the coast of Venezuela. 

Foreign residual oil, in the main, is dumped on the industrial fuel 
markets of the eastern seaboard and into a territory approximately 
100 miles inland. The main impact is on the coal-producing States 
of Pennsylvania, West Virginia, Virginia and the eastern portions 
of Kentucky and Tennessee. The total of such imports is the equiva- 
lent of nearly 25 percent of the commercial coal production of those 
areas. The backup affects the entire coal industry. 


enezuela. — 
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This heavy oil is used penny by industrial installations. It is 
used in manufacturing plants, electric utilities and for marine pur- 
It has no practical value as a source of heat for the homes 
of the Nation or for powering America’s railroads, nor is it used for 
fueling essential war machines, such as tanks, planes and motor 
vehicles. ; ‘ 

Opponents urge, in substance, that a quantitative limitation on im- 
ports would result in increased costs for domestic fuel consumers. 
One eminent authority has indicated that, on the basis of records for 
the last 50 years, comparing the percent of fuel and pure energy costs 
with total costs, there is no significant change to be expected. He 
said, “At no time during this period has fuel and pure energy cost 
exceeded 3 percent of total production cost in manufacturing, or ex- 
ceeded 7 percent of value added by manufacturing.” 

In 1946 residual imports amounted to 45 million barrels, in 1952 
they amounted to 128 million barrels; in 1953, imports rose to more 
than 136 million barrels. The increasing flood of oil displaces coal 
and destroys its market, causes mines to close, impairs the capital 
investment of the coal industry; retards domestic exploration and 
development of new oil fields; decreases potential traffic for American 
railroads; reduces opportunity for livelihood for thousands of coal 
mine and railroad workers; threatens the existence of thousands of 
small businessmen ; and imperils the Nation’s security by building up 
unwise dependence on foreign oil sources. 

In 1953, 136 million barrels of residual oil were imported into this 
country equal to approximately 33 million tons of coal. The 1953 
residual imports were at the rate of a daily average of 373,173 bar- 
rels. The coal equivalent of approximately 33 million tons, lost to 
American production, resulted in the following estimated economic 
losses to American industry and labor: 

1. Coal producers, $160 million. 

2. Railroad revenue, $90 million. 

3. Coal miners, $81 million in wages, equal to 25,000 jobs for 1 

ear. 
2 4. Railroad labor, $44 million. 

5. Taxes; Federal, State and local—direct, $41 million. 

In 1953 approximately 17 million more tons of coal equivalent in 
the form of residual oil left from the refining of imported crude pe- 
troleum added its impact to the figures quoted. Preliminary figures 
i 1954 indicate no substantial change for the better over the 1953 

gures. 

The attrition of the coal mining industry still goes on. The trag- 
edy of displaced workmen stalks every coal field in the Nation. Whole 
communities see their only source of livelihood wiped out. Plant 
after plant is closed down. The dismantling of a single plant fre- 
quently takes the jobs of as many as 800 miners. 

That, briefly, is the domestic coal picture. Contrast it, if you please, 
with the principal source of residual oil’s damage to the domestic 
coal industry, Venezuela. For that purpose, I quote appropriate 
excerpts from an article on Venezuela written by the noted Associated 
Press correspondent Hal Boyle, published in the January 24, 1955, 
edition of the Alexandria (Va.) Gazette: 


Just to be sure he wouldn’t be mistaken for an ordinary bum, one new mil- 
lionaire from the interior of the country— 
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Venezuela— 


came to town with calling cards that bore this message printed after his name: 
“Capital: 6,000,000 bolivars.” That’s nearly $2,000,000. 

The visitor has a dazed sensation he is caught in a midcentury Klondike gold 
rush. The atmosphere of quick money is overwhelming, and tales of riches 
made overnight are a bolivar a dozen. 

Venezuela is bigger than Texas and Oklahoma combined and larger than 
any European country except Russia. Its chief income is from oil—no land 
except the United States produces more—but it also has iron ore deposits 
rivaling the famed Minnesota Mesabi Range. * * * 

Although the nation has a population of only 5% million, the government 
spent half a billion dollars in 1954 on vast public works projects and still ended 
up with $80 million left in the till. Its huge modernization program calls 
for the future expenditure of $800 million alone for a new 2,640 mile railway 
network to open inland mineral and agricultural areas for further develop- 
ment. 


Foreign investors from the United States and Europe are pouring untold 
more millions into the industrialization of the country. * * * 

Caracas, the 388-year-old capital, is now one of the world’s greatest boom 
cities. Fifty years ago milkmen herded cows through its ancient streets. Today 
they are jammed by thousands of new high-priced motorcars. 

You reach the city ‘from the nearby port along recently completed 11-mile 
highway that cost $71 million, which Caraquenos proudly boast is, mile for mile, 
the most expensive ever built. 


Nearly a million people live in the metropolitan area, and so many new build- 
ings are going up, construction workers have no time even to take Sundays off 
to go to the bull fights. 

Take a look at the coal fields in the United States, gentlemen, and 
contrast with what you find in this report by Hal Boyle on what is 
going on in Venezuela now, partly because of what is happening be- 
cause of imports from Venezuela into this country of ours. What of 
the national security of the United States? We who understand the 
fuel situation must continually emphasize there can be no further de- 
terioration of the coal industry’s productive capacity if this country 
is to survive the threat that now hovers over the entire globe. 

Coal has been a necessary ingredient in the production of materials 
of defense for as long as we have been a nation. By the time that 
World War I erupted, with its enormous demands for guns, ships, 
tanks, and other mechanized equipment, coal had become vital to all 
industries. 

World War IT brought serious fuel shortages to this eo 
shortages that should never be forgotten, for in another conflict they 
could spell disaster. Ships engaged in carrying oil through the Gulf 
of Mexico to the east coast served as easy targets for Germany’s sub- 
marines, with the result that millions of barrels of petroleum supplies 
never reached their destinations. 

Let me read you some of the headlines that appeared in the Nation’s 
newspapers during 1942 and 1948: Gentlemen, if you will just take 
time to look at that little montage that is there before you, you will see 
from Baltimore, Md., to Portland, Maine, what was taking place in 
the fuel energy supplies of the area that relied on petroleum shipped 
overseas. It may be that the town of some of you members is listed 
here. Certainly the areas of Massachusetts, Rhode Island, Connecti- 
cut, New York, New Jersey, and Pennsylvania all have their headlines 
in this type of thing. 

(The montage referred to follows:) 
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Mr. Picxerr. There were scores of other tragic accounts of tankers 
down at sea, fuel shortages, school and church closings, and work 
losses on the home front; stories that point up the folly and danger 
of depending upon foreign fuels to serve our needs. It was a costly 
lesson, but for some reason that lesson has apparently not been ab- 
sorbed by responsible officials. Under present conditions those same 
headlines could be used again in the event of another world holocaust. 

Since the end of World War II, America has placed more depend- 
ence upon foreign sources for fuel supplies than ever before, not 
because of domestic shortages, mind you, but because of policies that 
ignore realities based on experience. 

In World War ITI coal was called upon for a 75 percent increase in 
supply, but the industry had several years, from the time that the first 
gunfire echoed across the Atlantic until our forces were ready to move 
into the continent of Europe in which to bring its production up to 
the required peak. Another world conflict may not be so generous 
about giving us time to open new mines and try to restore old ones, 
return experienced workers to mining communities, and construct 
the thousands of new hoppers and gondolas necessary to transport 
coal to wherever it is needed. 

As we approach the future and its estimated unprecedented demand 
for energy supply, it is for us who know and care to make certain 
those demands will not go wanting on the domestic front. More 
importantly, it is imperative that we must be prepared to meet any 
emergency in a world of conflict and crisis. 

Under present circumstances, the coal industry cannot be expected 
to carry on the expansion program necessary to keep pace with future 
demands. Nor can it be expected to be ready for whatever emergency 
conditions might evolve from the current international crisis. 

Studies based on past experience and anticipated emergency re- 
quirements reveal that in a sudden period of mobilization a per year 
production of 650-700 million tons of bituminous coal would be needed. 
To establish this capacity requires an interim production level of at 
least 500 million tons. 

This is the safe production level as far as coal’s potential and the 
national security are concerned. At this time, we are at least 100 
million tons below that level. 

The industry is doing everything possible to regain a position where 
it possesses the stockpile of productive capacity to meet the challenge. 
Obviously, its efforts cannot be fulfilled in the face of current policies 
if long continued. 

On January 29, 1955, Mr. L. C. Campbell, president of the National 
Coal Association, vice president, Eastern Gas & Coal Associates, Coal 
Division, delivered a resounding résumé of the situation. I quote 
him in part: . 

American coal producers have never yet failed to meet the challenge for 
necessary coal in every national emergency. The Nation should not take for 
granted that a crippled industry can again thus respond unless an adequate 
going industry, properly manned and equipped, is available for the expansion 
in this mechanical mining age. The Nation’s welfare and security demand that 
the industry be given proper scrutiny by the Government to the end that appro- 
priate policy changes be effected, so that the coal industry’s own efforts to meet 


the challenge of not only emergency but normal requirements may no longer 
be impeded by factors beyond its control. 
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A ton of coal per ton of steel—a pound of coal per kilowatt-hour of elec- 
tricity—there you have the lifeblood of America’s industrial might today and 
tomorrow. The challenge is for all of us to do our part to keep it flowing. 

The Cuatrman. Does that complete your statement, Mr. Pickett? 

Mr. Pickerrt. It does, Mr. Chairman. 

The Cuatrman. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? 

Mr. Miuts. Mr. Chairman. 

The Cuatrman. Mr. Mills, of Arkansas, will inquire. 

Mr. Miuts. Mr. Pickett, we all, of course, remember your very valued 
services here in the House, and we know how diligently you have ap- 
plied yourself to your new responsibilities in industry. Because I 
know you have so much information available, I want to ask you a few 
questions, if I may. 

I want it understood that my questions are asked solely for the pur- 
pose of trying to get all of the facts so that the committee may have 
an opportunity of deciding what it can do and what it should do with 
respect to your industry which has been labeled as less than a healthy 
industry. 

Mr. Pickxerr. Mr. Mills, may I say I will be happy to answer any 
question I can. If you ask something that I do not have the infor- 
mation on, we have members of the staff of the National Coal Asso- 
ciation present, and I think you can get every question answered 
that you can think of to ask which will be appropriate to this hearing. 

Mr. Mus. Thank you. 

You mentioned Venezuela. Without at all attempting to refute 
anything that you have said about the value of our own production of 
coal for defense, I thought you might be interested in a release that 
has just come from the Minister of Foreign Affairs of Venezuela on 
the situation of Formosa. 

This has just come out today and I will read it— 

Regarding the problem now faced by the free world, and particularly by the 
United States of America, due to the existing tension in Formosa, I wish to 
reiterate in the name of the Government and people of Venezuela to the sister 
Nation of the United States the sentiment of our sincere and traditional friend- 
ship, and express our definite moral support as well as the assurance that 
Venezuela’s natural and strategic resources, especially petroleum and iron ore, 
will be placed at the service of the cause which has led President Eisenhower 
to request the American Congress for special powers to safeguard principles 
of liberty and justice. 

Mr. Pickett. I think that is a very fine statement, Mr. Mills. I 
think we all ought to applaud it. We must bear in mind that while 
he is making that statement, under the circumstances that he does, that 
we in America have a similar problem; that we must be ready to meet 
the challenge ourselves. If we continue to let Venezuela export into 
this country its product to the detriment of the basic natural resources 
of this country, oil and coal, that must supply the fuel energy for the 
industrial mobilization in the event something bad takes place, we will 
not be along for Venezuela to help very long. 

Mr. Mus. I assume that the coal industry has an interest in world 
trade. 

Mr. Picxerr. About 15.1 million tons of coal were exported from 
this country last year. 
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Mr. Mius. There has been, as I understand the facts, a rather dras- 
tic decline in the exportation of bituminous coal between 1947 and 
1953. 

Mr. Picxerr. I do not remember figures. We in the National Coal 
Association are not engaged in the export effort. Any information I 
have on that would not be complete, but I will be glad to give you the 
benefit of anything I do have. 

Mr. Mrius. The figure for the decline in the export of coal between 
these years is 35 million tons. But there are other facets, are there 
not, as to whether the industry is interested in world trade than merely 
the exportation of coal ? 

Mr. Picxerr. I do not know what you have in mind, Mr. Mills. 

Mr. Mitts. Is coal used in any way in connection with anything else 
that is exported from the United States? 

Mr. Picxerr. It is used as a fuel for many things that are manufac- 
tured for domestic as well as export use. 

Mr. Mitts. The coal industry, then, would be interested in the ques- 
tion of world trade generally, would it not? 

Mr. Picxerr. To the extent that you talk about that we use fuel for 
something that is exported, yes. We would rather take our chances, 
however, as to supplying the domestic market as to any losses that 
might occur as to the manufacture for export markets, if that is what 
you are driving at. 

Mr. Miuus. I had hoped you would not take that position, because 
as little as I know about the coal industry, I would assume that the 
industry itself would be very much interested in supplying in the 
United States these present customers of coal who are engaged in ex- 
port to countries outside of the United States. 

Mr. Pickerr. We would be happy to do that, and will continue to do 
so; yes, sir. But as between the two, we would take our chance on the 
domestic side of it, because we think frankly and selfishly that it be 
to our advantage to do so. 

Mr. Mitus. As I understand you, then, you think that the coal 
industry would be better off if there were no exports or imports be- 
tween the United States and the countries of the free world ? 

Mr. Picxerr. I did not say that. 

Mr. Mutts. I did not quite understand you, then. 

Mr. Picxert. I do not know whether it would be better off or not. 
I have never studied the question on that point. 

The point I make here, Mr. Mills, is this, that the coal industry 
is being unfairly and severely injured by the importation of a com- 
petitive fuel from a foreign country, when there is an adequate fuel 
supply in America to supply the domestic demands. We must main- 
tain the productive capacity of domestic fuels to meet the challenge 
of an expanded demand at any time that it may happen. 

Mr. Mitts. Mr. Pickett, as you know this committee has not only 
the responsibility of trying to do something to help preserve the coal 
industry, if possible, but it has the broader responsibility of trying 
to promote those things which will be in the interest of growing pros- 
perity here at home. 

I wondered, when I asked you the question I did, based upon your 
response to a previous question, whether or not the industry took 
the rather narrow position that it would be better off if there were 
no exports or imports. 
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Mr. Picxerr. Do you mean no exports or imports of any kind 
throughout the world? 

Mr. Mus. Yes. 

Mr. Picxerr. If you are speaking on the cold economic dollar fact, 
I would not know the answer, because I have never looked at it from 
that standpoint. 

Mr. Mitis. Do you not think it would be well for your industry to 
know in detail just how important exports are to it, directly and 
indirectly ? 

Mr. Pickerr. It might be helpful, Mr. Mills, in view of the fact 
that you have raised the question. It has never occurred to me 
like that. We know the injury which has been done to us from the 
import question, and that is what we are complaining about. 

Mr. Mixts. But in considering always whether a program helps or 
hurts, you want to know both sides, what the benefits are as well 
as the losses, in order to make up your mind as to whether or not you 
gain in the balance. 

Mr. Picxerr. Then so far as I am capable of answering or under- 
standing what you are driving at, we resolved that issue when we 
came down here to take our position on this bill. 

Mr. Muits. On the basis of both sides or the one side? 

Mr. Pickerr. On the one side that I understand anything about. 

If you can tell me how it is possible to evaluate the B. t. u. energy 
components that go into the manufacture from the standpoint of pro- 
duction of the raw materials and each little process that is used in 
the manufacturing of an end article that may be exported—if you can 
tell me how we can get that for you, Mr. Mills, what process we can 
go through to account for all of it, I would be happy to do it, but I 
am afraid I do not know the answers. 

We have a very capable man on our staff who may be able to do it. 
He is here in the room, and I would be glad to ask him to assist you, if 
hecan. But I cannot do it. 

Mr. Mitts. I merely make the suggestion, hoping that you would 
have some information for me. Other industries, I think, have been 
able to develop some statistics on whether they are benefited from 
exports and so on. I thought maybe your organization had that 
information. 

If you do not have it, I will not press the point. 

Mr. Picxerr. I take it you have been talking about exports gen- 
erally and not exports of the raw coal? 

Mr. Mus. I am talking about exports of things that are made 
possible as a result of the use of coal. 

Mr. Picxerr. I am sorry, I do not know the answer to that one. 

Mr. Mutts. I will not press you on it. 

You heard my questioning of Mr. Symes, I think, this morning? 

Mr. Picxerr. I did. 

Mr. Miius. Is it a fact, Mr. Pickett, that the conversion by railroads 
from coal to diesel fuel has resulted in a decline in the use of coal by 
railroads of some 82 million tons as between 1947 and 1953? 

Mr. Pickett. I think that would be substantially correct, yes, sir. 

Mr. Mixts. Does the coal industry consider that that conversion has 
been detrimental to the coal industry ? 

Mr. Picxerr. We do not like it. There is nothing we can do about 
it. They are not going much further with it because there is not much 
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further they can go. What we are complaining about, Mr. Mills, is 
not what has happened to us domestically. We are complaining about 
what has happened to us because of the foreign market, in this forum. 

Mr. Miixs. You complain about the importation, as I understand 
it, of residual fuel oil. 

Mr. Picxert. Yes, sir. 

Mr. Mitts. Those imports, you say, have increased from 1947 up 
to now. 

Mr. Pickett. Well, in 1946 there were approximately 45 million 
barrels, and in 1953, the last year in which there were full figures avail- 
able, there were 136 million barrels, three times as much in the period 
of 8 years. 

Mr. Mitts. The increase from 1947 in the importation of residual 
oil up to and including 1953, as I understand, would be the equivalent 
of about 11 million tons of coal. Is that right? 

Mr. Picxerr. No, sir. 

Mr. Mutts. I am not talking about the overall amount. I am talk- 
ing about the increase. That is the increase in importation of residual 
fuel oil. 

Mr. Pickett. It would be 20. 

Mr. Miuius. From 1947 through 1953, translated into coal, it would 
amount to about 11 million tons. 

Mr. Pickett. I do not figure it that way. I figure it would be 
about twice as much as you figure. 

Mr. Mirus. About 22 million tons then, based on 1946? 

Mr. Pickett. Yes, sir. 

Mr. Mirxs. That would then be about 20 percent of the decline in 
— consennpeton, the bituminous coal consumption, in the United 

tates ¢ 

Mr. Picxerr. Twenty percent of the decline? 

Mr. Mrrts. Yes, sir. 

Mr. Picxerr. Over what period ? 

Mr. Mirus. From 1947 to 1953. 

Mr. Pickett. The figure for 1947 coal production was 630 million 
tons, and in 1953 it was 455 million tons, or a 185-million-ton drop. 

Mr. Mitts. 185 million ? 

Mr. Picxerr. Yes, sir. 1947 production was 630 million tons, and 
the 1953 production was 455 million tons. 

Mr. Mirus. I had seen some figures earlier this morning that indi- 
cated a drop of about 120 million tons. I could have misread it, but 
it is a chart that I had looked at, in 1947, bituminous coal production 
was 630 million tons, approximately ? 

Ms Picxerr. 632, I think, is the exact figure. I used the amount 
of 630. 

Mr. Mitrs. And in 1953 it was 457 million ? 

Mr. Picxert. 455 is the figure that sticks in my mind. Maybe it is 
457. Idonot know. 

Mr. Mirxs. Imisreadit. That is more than 120. 

Mr. Picxerr. It is 185, if my arithmetic is correct. No, it is 175. 

Mr. Mason. It is 175. 

Mr. Picxerr. Thank you, Mr. Mason. 

Mr. Mason. That is speaking as a mathmetician. 


Mr. Miris. I am glad to get that correct, sir. I had misread it or 
had been misadvised. 
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Is the conversion in space heating a factor in the decline of coal? 

Mr. Picxerr. I would say “Yes.” 

Mr. Mirus. Have you gone into figures of how much coal is affected 
by this conversion ? 

Mr. Picxerr. I do not have the figures. I am sure they could be 
made readily available, Mr. Mills. 

Mr. Miits. It is not due to residual oil, is it? 

Mr. Picxetr. No, that is to another factor entirely, and has noth- 
ing to do with the residual fuel oil situation. 

r. Mus. Is that natural gas? 

Mr. Picxerr. Gas and domestic oil refined into a household fuel oil 
and not residual oil. 

Mr. Miis. You said something about coal and its relationship to 
national defense. I wonder if you are aware of a report on the do- 
mestic consumption of fuels by the Petroleum Logistics Division, Of- 
fice of Assistant Secretary of Defense, Supply and Logistics, dated 
September 3, 1954. 

Mr. Picxerr. I do not know. I would have to see the document. 
I think I did read one one time that was prepared by a gentleman out 
there, who had come into the Department of Defense from a position 
within the oil industry. His parent company was a substantial im- 
porter of petroleum and residual oil. 

Mr. Mitzs. Do you know whether that is this report I have in my 
hand or not? 

Mr. Picxerr. I do not know, sir. 

Mr. Mus. I observed in the report this table, and that is what I 
have been referring to in my questioning of the changes transpiring 
between 1947 and 1953 in the use of coal. 


This refers to bituminous at residual oil, diesel and distillate fuels, 


natural gas, and so on, as these fuels relate to railroads, vessels, public 
utilities, space heating, steel industries, other industries, and mis- 
cellaneous. 

There has been a decline in that period, according to this, of some 
120 million tons of coal consumed here in the United States from 
1947 to 1953. You corrected me and you said it is about 185 million. 

Mr. Pickerr. Mr. Mills, so that we do not get too far apart on this 
thing, there is, every year, a difference in the amount of production 
and the amount of consumption. 

Mr. Mius. That is consumption that I have been talking about. 

Mr. Picxerr. Ali right. To illustrate my point, you may have 
proumeet in 1954, we will say, a total of 380 million tons of coal. 

hey may have consumed 401 million. Or they may have consumed 
385 million. Do you see the point? They sometimes produce more 
or slightly less than the amount actually consumed, because not all 
coal that is available is in storage in any place at any time, nor is it 
always all in the mine. There is always some in transit and some on 
the ground at the various plants. When you use the word consump- 
ee opposed to production, it does not mean the same thing neces- 
sarily. 

Mr. Mitts. I understand. This table points out that during that 
period, railroads dropped in their consumption of coal about 82 
million tons; vessels about 1,100,000 tons; public utilities increased 
their consumption of coal by about 26,300,000 tons; space heating 
dropped by about 38 million tons; other industries and miscellaneous 
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about 29 million tons; railroad use of residual fuel oil dropped in 
the equivalent of bituminous coal about 16,600,000 tons. The increase 
in diesel and distillate fuel in the equivalent of coal was about 11,400,- 
000 tons. And so it goes, all the way through. Space heating, rail- 
roads, other industries and miscellaneous seem to constitute most of 
the decline between 1947 through 1953 in consumption of coal in the 
United States. 

Is that approximately correct ? 

Mr. Pickxerr. If you wanted to take that gentleman’s way of looking 
at it, yes, you would have to agree with him. But he is taking into 
account only an excuse for why he is not guilty of any part of the 
decline of the coal industry’s economic position. 

Mr. Mitxs. No, I do not think we are doing him justice when we. 
say that. He is merely pointing out in as cold factual a manner as 
possible what constitutes this decline of 120 million tons in the con- 
sumption of coal. 

Mr. Picxerr. Of course, I cannot debate with you about a Vee of 
paper that I have not read. I do not know this paper. Maybe I 
have seen it. 

Mr. Mrus. I say I do not know who the individual is. I am not 
trying to defend him. 

Mr. Picxert. This is Dr. Ford K. Edwards of our Bureau of Coal 
Economics. 

Do you recognize this piece of paper he is talking about? 

Dr. Epwarps. I believe I have seen the paper. 

Mr. Mitts. Those figures I have read, Doctor, would you say they 
are approximately accurate? 

Dr. Epwarps. They would have to stand subject to check. 

Mr. Mrius. I wish you would check them for me. We want to know 
whether we are accurate or not. Let us know for the record if they 
are accurate. 

Mr. Chairman, when Mr. Pickett has concluded his statement and 
the questions, I am going to ask that this be included in the record 
since it relates to the defense situation involving coal and other fuels. 

The CuarrMan. Without objection, it is so ordered. 

(The matter referred to was later inserted and appears on p. 1512.) 

Mr. Mitts. I am asking that, Mr. Pickett, because in the interest of 
trying to be as helpful as possible, I am trying to find out whether or 
not, if the committee should go along with the industry as to do what 
the industry requests the committee to do, namely place a quota on 
imports of residual oils, the committee would be doing enough to help 
you solve the problems of this less than healthy industry. 

Mr. Picxerr. It would be doing something substantial in that direc- 
tion, and that is all I think that we could ask this committee, in this 
hearing, to do. We might have different problems that would arise 
that would come before this committee at some future date, with ref- 
erence to another aspect of our situation, or we might have other 
problems that might have to be taken to some other committee of the 
Congress, or elsewhere. But at least you would be doing your part 
in this hearing to help us in keeping with our request for assistance. 

Mr. Mitts. Let me ask you if this statement is approximately cor- 
rect. Iam quoting from the January 1955 issue of Coal Facts, by the 
Bituminous Coal Institute, a department of the National Coal Asso- 
ciation, Southern Building, Washington 5, D. C. 
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The long-range outlook for coal is the brightest it has been for years. It is 
true that many serious problems still face the coal industry, but the 7-year decline 
in coal consumption has apparently reached its low point. Many signposts point 
to a gradual upswing in consumption now. 

Do you agree that that is a proper interpretation of the situation ? 

Mr. Pickett. That is an awfully shorthand statement for a mighty 
big problem, Mr. Mills. I cannot say that I necessarily agree with it. 
At the moment, I hope that the decline has reached the bottom and 
that we can go up. I hope it in the interest of industry, speaking 
selfishly, and I hope it in the interest of the nation, speaking 
patriotically, because if the decline in the coal industry continues in 
measured terms and in measured tread over the next few years, as it 
has in the past few years, there is not going to be much coal available 
because there will not be any producers to pay the wages to the miners 
to dig it out and ship it to market. 

en the time comes that you need this rapid increase in fuel 
energy resources, that we will always need in any period of emergency, 
until you find some substitute for coal, you are going to have it around. 

Mr. Mirus. Mr. Chairman, I ask unaminous consent that this issue 
of Coal Facts be inserted into the record. 

The CHarrmMan. Without objection, it is so ordered. 

(Information referred to was later inserted and appears on p. 1511.) 

Mr. Pickxerr. May I comment further? 

Mr. Miuts. Yes. 

Mr. Pickett. I would like to believe literally what the Paley report 
had to say about this situation, that in 1975 there is going to be some- 
thing around 800 million tons of coal required in this country. I hope 


it is right. That would be evidence of the economic growth and the 
industrial development of this country that would be unparalleled in 
z similar period in our history, I think. 

hope that is right. But in the meantime, what is going to rs 


in the next 4 or 5 years to keep the coal industry going at a stable, 
economic pace, where it can be around to participate in this increased 
demand for energy and the industrial growth of the country ? 

Mr. Mitts. Mr. Pickett, the first sentence of the last paragraph of 
this issue states this: “The biggest immediate lift to coal consump- 
tion is the rising level of business activity in general.” 

Mr. Picxerr. I do not know upon what that statement is based. 
I know this, that the coal production for the first 3 weeks of 1955 was 
at relatively the same amount as it was for the similar period in 1954. 
The coal production in 1954 was around 15 to 16 percent below what 
it was for 1953. I think from the Ist of September 1954, until the 
first of 1955, perhaps there had been 1 or 2, possibly 3, weeks where 
‘production in that week in 1954 was equal to or exceeded that for 
the comparable week in 1953. I do not know from what source that 
statement comes. 

Mr. Mus. Let me put it this way, then: If there is to be a lift to 
coal consumption in the United States, must there be a rising level 
of business activity in general in the United States? 

Mr. Pickett. 1 think that that would be a tremendous help, yes, if, 
in the course of the activity, it required even more ener uel, pro- 
vided, of course, that these importers of competitive fuel from other 
places do not continue to reach out and get more and more, and still 
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more, of their proportionate part of the increase. That is what they 
have been doing since 1946. 

Mr. Mitus. Mr. Pickett, I was talking about the possibility of there 
being a lift in coal consumption in the United States being related in 
a general way to a rising level of business activity here in the United 
States. There is no escaping that conclusion, is there ? 

Mr. Picxerr. I think that would generally follow; yes, sir. 

Mr. Mixxs. Do you disagree with the President, when he says that 
one of the cornerstones for a general rise in business activity in the 
United States is an enlargement of our trade with the nations of the 
free world? 

Mr. Picxerr. I do not know exactly what he means by that. I 
think he means from the ideological standpoint that that would prob- 
ubly be so. But in the course of this situation, do not forget—and 
something which I think you know better than I, Mr. Mills—that there 
are industries in this country today that are in a very fine protected 
position that could not survive the same type of competition that we 
are having to undergo from the imports of this oil. 

Mr. Mitts. It is oil you are worried about and not importation of 
coal ? 

Mr. Picxerr. There is no coal, I think, that has been imported in 
this country for years. Maybe a boatload, occasionally, came in. 

Mr. Mirxs. It cannot compete with American-produced coal, can it ? 

Mr. Picxerr. I know of no country in the world that can, per ton, 
produce coal as cheaply as we do. We produce it at the rate of about 
9 tons per man-day now. Over in Germany, it is about 1.2 tons per 
man-day. In fact, Mr. Mills, if the import restrictions of the coun- 
try of Germany were not facing the American coal producer, the coal 
producer of the United States could ship coal into Germany on a 
competitive basis with German production. But those people over 
there, I think, are trying to look after their domestic industry by re- 
quiring there be an import license. They just will not import Ameri- 
can coal. But there is a lot of American coal that gets there. It goes 
over in somebody’s boat, manifested to some port in Holland, and 
there, they take the papers off the ship, change the manifest, and they 
reroute it and send it into Germany in the same boat that brought it 
out of the United States, in many instances. So Holland coal goes to 
Germany but not American coal. American coal is converted in Hol- 
land and then it goes in. 

Mr. Mutts. I think the coal industry is to be congratulated, Mr. 
Pickett, especially in view of all the adverse conditions that have ex- 
isted and that have faced the industry over the years, to be able to 
produce coal at a price that makes it competitive with coal produced 
any place in the world. 

[ think the industry has done a remarkable job of technological 
improvement. It has done a remarkable job and the employees have, 
in being able to increase their per day production of coal. Is that not 
true ¢ 

Mr. Pickett. Yes, sir. 

Mr. Mixts. It is my understanding that between 1947 and 1953, 
for example, that one individual working in the coal industry pro- 
duced 128 percent of the coal that he was capable of producing in 
the same period of time in 1947. 

Is that approximately correct ? 
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Mr. Picxrrr. On percentage figures, I do not know, but I would 
tee is approximately correct. 

r. Mirus. This very commendable achievement of being able to 

roduce more per man, has resulted in about as much unemployment 

—— industry, I dare say, has it not, as the importation of residual 
oils 

Mr. Pickett. I would not think so; no, sir. You do not want to 
criticize an American industry for improving its efficiency and charge 
its economic position to improved efficiency, I know, Mr. Mills. 

Mr. Mus. Not at.all. But I am talking about the cold facts, 
when we think in terms of what is the cause, or what is contributing 
to the cause of idleness of miners in the United States. 

Mr. Picxerr. Do I understand you to imply that because of the 
increased efficiency of methods and lowering of the costs in the pro- 
duction of American coal, that it has hurt its own position ? 

Mr. Mirus. I did not say that at all. I said that that increase may 
have resulted in as much unemployment on the part of the coal miners, 
as the importation of residual oils, fact for fact. 

Mr. Picxerr. That I would doubt. 

Mr. Muius. I think it would be interesting to check it. I am not 
criticizing the industry. I just praised the industry for the im- 
provements that had been made by it. 

Mr. Pickett. I misunderstood the implications of your question. 

Mr. Mitts. That is one of the natural developments that must oc- 
cur. Weall consider that a part of the American way of doing things. 
But, as a matter of fact, it has contributed to unemployment, just 
as this very laudable, according to Mr. Symes, conversion for eco- 
nomic reasons of railroads from coal to diesel has contributed to un- 
employment in the coal industry. I know you have many problems. 
I just wonder whether we help you enough if we only do what you 
want us to do. 

Mr. Picxerr. At least you would be doing your part, Mr. Mills, in 
this forum in response to our request for consideration. 

Mr. Muius. Thank you. 

(The following letter was later received from the National Coal 
Association :) 

NaTIONAL CoAL ASSOCIATION, 
Washington, D. C., February 7, 1955. 

Mr. Leo Irwin, 

Clerk, House Committee on Ways and Means, New House Office Building, 
Washington, D. C. 


Dear Mr. Irwin: In accordance with a request made by Congressman Wilbur D. 
Mills, of Arkansas, in the hearings on H. R. 1 of January 31, I have checked the 
figures in the document entitled “Report on the Domestic Consumption of Fuels.” 

Concern was expressed, I understand, as to whether the figures in table 1 of 
this document were correct as to the trend in bituminous coal consumption 
between 1947 and 1953. The answer is that they are correct. 

We note, however, that in table 1 of the same document the figures for natural 
gas in the fourth column are incorrect. The figure of 155.0 should read 110.4 
and the total domestic of 194.4 should read 149.8. These changes effect the 
totals in column 5. The figure for other industries and miscellaneous of 148.2 
should read 103.6, while the figure for domestic of 127.6 should read 83.0. 
The corrections here given are based on table 6 of the same document; also 
Bureau of Mines releases. 

Upon rereading the transcript, it appears that the questions addressed to Mr. 
Pickett on the tonnage figures for coal go to the distinction between the loss of 
coal markets to railroad dieselization, domestic gas, etc., and the losses caused 
by the inroads of residual fuel oil imports. 


57600—55—pt. 2——-5 
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This question is obviously important and it is not clear that the record is as 
complete as it should be. I am taking the liberty of calling your attention to 
certain added points which we feel deserve attention. The losses to coal from 
railroad dieselization, the growth of domestic gas heating, etc., have set the 
coal industry back very drastically and the industry has endeavored to adjust 
itself to this shock. It is endeavoring to fight its way back to a minimum level 
of production of between 450 and 500 million tons production annually, a level 
which will insure capacity to meet emergency defense needs. 

Foreign residual fuel oil, on the other hand, has shown a capacity to take over 
all of coal’s east coast markets should it so desire. This is potentially possible 
because of dump pricing practices and an ability to recoup losses on other oil 
products. The basic problem is that the coal industry sees no end in sight to the 
encroachment of foreign oil. Conceivably, all the coal markets on the east coast 
could be taken over for distances up to 100 miles inland. Already the residual 
imports, plus residual refined from foreign crudes, have taken over approxi- 
mately 50 percent of the coal competitive energy market on the east coast. 

Some form of quota appears to be the only basis by which the situation could 
be stabilized, the market more evenly shared between domestic and foreign fuels, 
and the threat which overhangs coal brought within reasonable bounds. 

There is also, of course, the problem of defense. Last year 73 percent of the 
residual fuel oil consumed on the east coast was produced from foreign crude 
oils. This compares with the prewar figure of 26 percent in 1940. As the record 
shows, the greatest part of this foreign oil supply failed during the first full 
year of World War II, as did also the tanker movements from the gulf coast. 
This is another important element in the economic differentiation between coal’s 
loss of markets to domestic fuels and losses to foreign sources. 

We thank you for the opportunity of answering this question. 

Sincerely, 
Forp K. Epwarps, 
Director, Department of Coal Economics. 


The Cuarrman. Are there any further questions ? 

Mr. Reed, of New York, will inquire. 

Mr. Reep. I think you made a very fine statement, Mr. Pickett, in 
behalf of the coal industry and the Nation, particularly as far as na- 
tional defense and our economic situation are concerned. 

How many coal mines are out of operation now ? 

Mr. Picxetr. Well, over what period, Mr. Reed? I do not know 
that I could answer the question over any given period. I do know 
that at one time there was something around 9,000 mines in operation 
in this country. What the exact figure is now, I am not qualified to 
be accurate about, but it is something in the neighborhood of 5,000, 
I think. 

Mr. Reep. I was wondering if this residual oil is taking away the 
market of coal. 

Mr. Pickett. In many instances it certainly is, Mr. Reed. 

Mr. Reep. As I understand it, and I am not in a coal region, if 
they do not have a sale for their coal, the men who own the mines 
have to keep the mines in operation because if they fill with water, 
and there comes an emergency in this country where they really want 
to open up, it would take a long time to put those mines in operation 
again. Perhaps you know how long that would be. 

Mr. Picxerr. In a given situation, an expert on it might tell you, 
Mr. Reed, but generally a mine that has been closed will take some- 
thing from 114 to 2 years to reopen and put in full productive ca- 
pacity. You have to remove all of the water and other things that 
result from it. You have to replace your machinery, your tracks, 
your power lines, reopen the ventilating system, and the roof by that 
time has fallen in, and the walls have caved in. I am not a technical 
man, but I know about them in a general way. It takes anywhere 
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from 114 to 2 years, normally, to do that. Very frequently it is a lot 
cheaper and a lot quicker to open a new mine than to try to reopen 
an old one. 

Mr. Reep. We do know that in the case of an emergency, this 
residual oil would not be of much use to us, would it ? 

Mr. Pickxerr. That imported stuff was not of much use in the last 
worldwide war we had. The headlines that I alluded to in the state- 
ment a while ago indicated the situation then. 

Mr. Reep. That is right. In fact, they sunk a large proportion of 
the oil that was headed for the United States, is that not right ¢ 

Mr. Picxerr. They did; yes, sir. 1 think up to 80 percent of what 
they had been bringing in was cut off. 

Mr. Reep. I am not an alarmist, but with world conditions as they 
are, I think you are quite right that we should guard the mines of 
this country all we can and have them ready for operation in the case 
of an emergency. I think you have made a very good statement on 
the question of defense. 

Mr. Pickxerr. Thank you, Mr. Reed. 

Mr. Reep. I just want to mention one fact that is going on. Of 
course, you are not exporting coal to Europe because you could not 
get itin there. But we are furnishing millions and millions of dollars 
to develop hydroelectric power in France, Austria, Italy and other 
places. There will not be any market there for coal. 

Mr. Pickett. Mr. Reed, in the event I misled you in the way I said 
what I did concerning the export of coal to Germany a while ago, we 
did export about 15.1 million tons of coal in 1954 offshore, other than 
to Canada. 

Mr. Reep. You said through Holland. 

Mr. Pickett. I am not speaking of 15 million tons through Holland, 
but 15 million tons altogether was exported, part of which went to 
Germany, through the manifest method that I told you about. 

Mr. Reep. We are furnishing millions of dollars from the tax- 
payers’ pockets of this country to furnish hydroelectric power to 
European countries. That will not help your exports. 

The Cuatrman. Mr. Jenkins, of Ohio, will inquire. 

Mr. Jenkins. Of course, you and I think that the message that 
Venezuela sent to us is all right, and we are glad to get it. We hope 
that they will cooperate with us. But the way the newspapers have 
beén reading the last day or two, it looks as though we are going to 
have to have some help that is more dependable than that. 

I think og and Mr. Reed brought out what I was going to bring 
out. In the last war, we know that transportation in that section 
of the world, from South America up to the lower end of North 
America, was the most hazardous from the standpoint of delivery. 
We have no reason but to think that that would be the case now. 

Another thing I want to develop with you is this: I do not know 
whether we can get people who are not familiar with the coal industry 
to appreciate this fact. I have been trying to impress it up on them 
all the time. That fact is this: When a coal mine goes down, it de- 

reciates caDhe The owner of the plant becomes discouraged and 
e perhaps has gone away. His finances dwindle; his help is gone, 
and his property goes down. The coal business is a business that 
has not grown up overnight. Transportation is complicated. The 
kinds of coal] vary in their B. t. u. content. There are various factors 
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like that. And again there are many other industries that go down 
because their coal supply is gone. There are some big industries 
using electricity that go down because there is no coal to make elec- 
tricity. 

Recently they made a survey, the electric producing people had 
the survey made, with the big industries as to where east of the Mis- 
sissippi River was the best place to produce electricity. They decided 
it was in the Ohio Valley. If you are familiar with the Ohio Valley, 
in my section, the big electric plants that have come in there, that 
have been built in the last 3 or 4 years and which they are now build- 
ing, they are not built for the little communities themselves, but their 
power goes everywhere. They have to produce power where there is 
coal and water. That power is then consumed in Cleveland or over 
in Chicago or over in New York City. 

I would like to impress, if I could, on the members of this com- 
mittee importance of the coal industry. It is big and honest and 
necessary. 

That is all. 

The Cuarrman. Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Srmeson. Mr. Pickett, I have been raised among the coal mines, 
too. The coal mining industry has had their ups and down for years. 
They have never been afraid of competition in the past, and they have 
met it all the time, as long as it is fair competition. 

Mr. Picxerr. That is right. 

Mr. Srupson. That is your complaint today ? 

Mr. Proxerr. Yes. 

Mr. Smarson. They are dumping this product of residual oil and 
taking what they can get for it? 

Mr. Pickett. Yes, and may I say this: I think it would be well for 
the committee if it went back to read President Truman’s message 
in 1952 when he announced the revised trade agreement with Vene- 
zuela. In his message, he added up the various pros and cons. One 
of the pros was that this situation that would be created as a result 
of the new agreement and the lowering of the tariff structure on 
residual oil to its now 5.25 cents per barrel as opposed to 52.5 cents 
a barrel for gasoline, all added up to the fact that the imports from 
Venezuela was a result of the new trade agreement would not be 
competitive with anything except the coal industry. 

The importers of residual oil are not importing any gasoline or an 
refined fuel oils, nor are they importing any diesel or other high 
quality products. 

Mr. Srupson. I did not hear them ask for any duty reductions in 
those areas. 

Mr. Pickett. No sir; they are not interested in reducing them be- 
cause they might not be able to stand the competition from themselves 
with their own imported products. 

Mr. Stmpson. Some complaint was indicated by the fact that the 
railroad companies, as a result of their privilege to use whatever fuel 
they wanted, and as a result of tests and fair competition decided to 
use another American product. You do not like it, you said, but you 
evidently abide by the competitive factor that it is fair competition, 
and if they want to use diesel oil, that is bought in America and made 
in America fairly, you have no complaint on that? 
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Mr. Picxertr. Exactly, and the impact of their changeover took 
several years, so we adjusted ourselves to the process. 

Mr. Simpson. You recognize that the dollars remain at home and 
are right here in the United States? 

Mr. Picxerr. Certainly. 

Mr. Stupson. They do not go down to Venezuela? 

Mr. Picxerrt. I do not know of any that do. 

Mr. Smuwpeson. Somebody talked about the coal content of auto- 
mobiles or radios, or things that are made here, where coal is used to 
provide heat. Of course it does. But would you not think that 
those manufacturers would rather sell the product in the United 
States than across the ocean somewhere ? 

Mr. Picxert. Well, it occurs to me that they have always done 
pretty well selling them at home. I do not know any reason why they 
would want to put other home industries out of business, either. 

Mr. Suwrson. They should not want to create idleness here. 

Mr. Pickett. That is correct. 

Mr. Srpson. On page 8, you have a breakdown of what might 
happen if we sold nat to replace the residual oil which is shipped in. 
Among those items on the bettas of page 8, you state labor would 


pick up $105 million between the railroads and the coal miners. Then 
there is a little item there, number 5, of taxes, Federal, State and local, 
$41 million. 

Mr. Pickett. Yes, sir. 

Mr. Sruweson. That $41 million is gone. It is out of the United 
States. Where is it? 

Mr. Pickxerr. Mr. Simpson, that is just something that just never 


was created, because it was brought in here from somewhere else. 

Mr. Srupson. Yes, that is right. But we buy the oil and we pay 
for it just a little bit less than they pay for coal. So that money went 
down to Venezuela or some foreign country. 

Mr. Picxerr. It apparent] did. 

Mr. Srwpson. When they buy the oil in those countries, who owns 
it? Does the state own it? 

Mr. Picxetr. If I understand it, the state does own that down there, 
and their arrangements are such that they collect about 50 percent of 
the value in taxes. 

Mr. Srmpson. Yes. This amount of money that we are giving 
up, $41 million, all of it, at least, went to the Government of Vene- 
zuela to pay all of their Government expenses. It is our loss here. 
In addition to that, we have to assess taxes to pay unemployment com- 
pensation, and benefits of all kinds, to keep our displaced workers 
taken care of. 

Mr. Picxetr. Yes, sir. 

Mr. Stmrson. I have one other subject, which is very brief. This 
may be the last time that you will ever be permitted to come in front of 
a congressional committee and ask for a quota. 

Mr. Picxert. I recognize that possibility. 

Mr. Srvrson. That is because if we go ahead with what is planned 
with respect to GATT, we agree officially, as we have agreed unofli- 
cially, that in order to protect our own businesses here at home we 
will not impose quotas. 
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Mr. Pickerr. Yes, I think that is another one of the tragedies of 
agreeing with everybody else but ourselves as we have done so often 
in so many instances. 

Mr. Simpson. As you know, most countries of the world have im- 
posed quotas far more freely than we have, licenses and all kinds of 
restrictions, and in this GATT setup, as nearly as we can get informa- 
tion as to what it will be, there is an agreement among the 35 nations 
not to use quotas as a means of protecting our domestic interests. 

Mr. Pickxetr. Mr. Simpson, in a matter of clarification of it to me, 
does it mean that we will have to give up the quota restrictions on im- 
ported agricultural products, sugar, butter, and things like that, if 
we become full-fledged legalized members of this GATT thing? 

Mr. Srweson. If you heard what Secretary Benson said when he 
sat where you sit—I want to be careful not to put words in his mouth, 
but he did express considerable concern about the bill now in front 
of us, Mr. Cooper’s bill, H. R. 1. 

He said that there was doubt as to whether one provision of that 
bill did or did not empower our executive branch to set aside laws 
and quotas in effect. 

I say to you what I said to others, we need somebody to come up 
here who is familiar with what this law does mean and tell us. and 
the American people and it should be done publicly and not in execu- 
tive session only. 

Mr. Picxerr. The chairman of the Study Committee, Mr. Randall, 
will be able to help you on that. He certainly understands the 
implication. 

Mr. Simpson. I should think so. I wish he would come. If we 
make such an agreement, Congress would, of course, have the legal 
right to impose the quota, but if we didn’t we would violate all these 
international agreements which would involve 35 countries and prac- 
tically we would not dare to do it. 

Mr. Mason. I want to try to clear the air of some of the smoke 
screen that is preventing us from seeing the problems which confronts 
this committee today on this matter. is» 

I gather, you are not here complaining about competition from do- 
mestic sources, whether it is diesel oil or electricity or any other thing. 

You are here complaining about competition from foreign sources. 
Is that the point? ; 

Mr. Picxerr. That is the only point we could complain about with 
propriety before this committee and this hearing. 

Mr. Mason. And you are asking for a quota to protect your indus- 
try such as the wheat producers have and the sugar producers have 
and the cotton producers have; you are not asking for anything more 
than they have now because their industries are protected and you 
want yours protected about the same way, only you are asking for 
just 10 percent of the present consumption in this country. 

Mr. Picxerr. That is correct in substance, Mr. Mason. I would 
like to reemphasize what appears in the statement here, that our pro- 
posal if adopted would reduce the imports of this competition to the 
average of 1946-51 level. 

Mr. Mason. That is all, Mr. Chairman, _ 

The Cuarrman. Mr. Byrnes of Wisconsin will inquire. 
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Mr. Byrnes. Mr. Pickett, I asked Mr. Symes this morning if he 
could give us the relative cost of residual oil and bituminous coal to 
the consumer. 

He suggested that you might be in a better position to give that. 
What is the price of residual fuel oil per barrel ? 

Mr. Pickerrt. It is $2.35, I believe. 

Mr. Byrnes. Is the figure he used right that 4.167 barrels residual 
fuel oil equals 1 net ton of average bituminous coal ? 

Mr. Pickerr. Yes, sir; that is correct. 

Mr. Byrnes. What does a ton of average bituminous coal sell for? 

Mr. Picxerr. I am not a marketing man. Maybe Dr. Edwards can 
tell you. You have to place the spot because it sells for one thing at 
the mine, for instance. It is $4.82 on a national average in 1954 at the 
mine mouth. 

Mr. Byrnes. $4.82? 

Mr. Picxerr. Yes, on the national average at the mine mouth in 
1954. 

Mr. Byrnes. What would it be on the Eastern Seaboard? That is 
all that we are concerned with here, fundamentally, the differential 
wer Eastern Seaboard where the residual fuel oil is bought and 
used. 

Mr. Epwarps. It generally fluctuates over a period of years within 
1 or 2 percent of the price of residual. 

A study from 1946 to 1951 showed that taking the quotations at 
Baltimore, New York City, and Boston, the price of residual and the 
price of coal varied by an average of 1 percent in cost per million 
B. t. u. and that average was 1 percent higher for residual than for 
coal, but residual fluctuates violently. It may fluctuate as high as 50 
percent from one year to the next. It varies by plant from Boston on 
to Norfolk. 

You have a graduated scale, but the two hover within a couple per- 
cents of one another. 

Residual when it comes in just bearly undercuts the price of coal, 
whatever it takes to displace it. 

Mr. Picxerr. In that connection, may I make one brief comment? 

At the time the President issued his new agreement with Venezuela 
in 1952 my recollection of the figure is that residual oil was selling 
for $2.45 a barrel on the market. It immediately dropped to $2.10. 
a it dropped to $2.03, $1.90, and some sold spot oil cheaper than 
that. 

It moved in and took the market traditionally served by coal be- 
cause people that operate on a big fuel scale have to look at their 
fuel cost when there are material differences. 

So they took the business. 

Now, then, they have gradually upped that price from time to time 
under whatever circumstances of the situation, never high enough to 
lose the market they took by that big drop in price. 

Mr. Byrnes. Do you have any information as to whether the con- 
version from bituminous coal to residual fuel oil in industrial plants 
in the New England area is continuing? 

Mr. Picxerr. Dr. Edwards is better qualified to answer that spe- 
cific question than I am. 
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Mr. Epwarps. Yes, that is a steadily continuing thing. Since the 
end of the war coal marketed in New England has dropped about a 
third, residual has moved in about the same extent. idual has 
gradually been encroaching. 

Over that period sales of industrial coal on the East Coast have 
dropped 25 to 30 percent. During this recent, we will say, light re- 
cession of last year, residual fuel oil held its own while coal dropped 
14 percent, which indicates the type of erosion going on continuously. 

Mr. Byrnes. You anticipate if this residual oil continues to come 
in on the present basis there will be further conversions. 

Mr. Picxerr. Yes, there is no stopping it. It could wipe coal off 
the Coast back 100 miles in due course; and give it time enough, that 
is the overwhelming problem. 

Mr. Byrnes. Is the 1 percent differential in price the primary factor 
for that conversion ? 

Mr. Pickxerr. The price differential I would say is a whole factor 
in the heavy industrial market. The cost to manufacture is the only 
thing that concerns him. Convenience does not mean anything in 
that field. 

Mr. Byrnes. What would happen to these industries if residual fuel 
oil is cut off, let us say, because of the national emergency and the 
problems associated with it? 

bsp they have much of a problem of conversion back to coal or 
not 

Mr. Picxerr. In some instances, yes, but for those that have had the 
foresight to preserve the coal-burning facilities as a standby proposi- 
tion, it is just a matter of shoveling the other fuel in the other boiler. 

Mr. Byrnes. Is that what.they are doing? 

Mr. Picxerr. Some do. 

Mr. Byrnes. It would seem to me that these industries themselves 
have a stake in a fuel of which there is a dependable supply, and if 
the oo of a dependable supply of residual is in doubt here, that 
would be a factor that they would take into consideration when they 
make their original conversion. 

Mr. Picxerr. I think the studies on that, Mr. Byrnes, indicate 
clearly that of that portion of the industrial market that coal could 
expect to recapture there would be no conversion problem. 

Mr. Byrnes. Because they have maintained the standby coal-burn- 
ing facilities ? 

Mr. Pickett. That, and other factors. 

Mr. Byrnes. I cannot help but suggest at this time, too, that I think 
some of the conversions that took place in the past were because of 
the question of dependability of the coal supply. That is, getting it 
mined and getting it into the car. I can remember the people that 
converted to fuel oil back in those days. 

Mr. Pickett. This industrial Nation of ours never suffered for lack 
of a pound of coal. 

Mr. Byrnes. You mean over a long period of time, but it certainly 
suffered during the coal strike a number of years back. I can remem- 
ber headlines in the Middle West. 

Mr. Picxetrr. You may be more familiar with it than I am. But 
reliable people in the industry tell me that the industrial potential 
in this country never suffered for lack of coal to run its turbines. 





TRADE AGREEMENTS EXTENSION 1433 


Mr. Byrnes. That is not my question. I understand that to be the 
fact. There were only temporary problems of obtaining it. It was 
not due to the fact that we didn’t have it in the ground. 

Mr. Pickett. I am talking about the availability of it. Maybe you 
remember it better than Ido. I don’t have any particular recollection 
of it. I can’t say from personal knowledge, but from general under- 
fading my information is to the contrary of yours on that particu- 

r point. 

r. Byrnes. I think it was an area problem at the time. I do 
remember very distinctly the real problem in the Middle West when 
they did not know what they were going to do from one day to the 
next, because of the coal supply not getting into that area. 

‘ Mr. Picxerr. They did not have it? 

Mr. Byrnes. No. This caused some conversion. 

The Cuatrman. Are there any further questions? 

Mr. Mus. Just one thing, Mr. Chairman. 

I think, Mr. Pickett, if you will check on that you will find in the 
instance that Mr. Byrnes discussed with you that it might not have 
been due entirely to the ee that the shortage existed, or that 
the people were unable to get coal. 

ou will remember during the war there was also the problem of 
transportation of coal. 

Mr. Picxert. I think so. I am not familiar with what Mr. Byrnes 
is talking about, so I can’t answer it specifically. 

Mr. Chairman, I would like to make a request, please. I would 
like to offer for the record an extension of the comments I made here 
aan goes into the economic factors of this situation in much greater 

etail. 

The Cuamman. Without objection it is so ordered. 

(The material referred to is as follows:) 


SUPPLEMENTAL STATEMENT OF TOM PICKETT, EXECUTIVE VICB 
PRESIDENT, NATIONAL COAL ASSOCIATION, WASHINGTON, D. C. 


CHAPTER I 


STATEMENT OF COAL’s POSITION 


The problems of the coal industry in relation to imports are severe. They 
spring primarily from the unlimited importation.and dumping of heavy residual 
fuel oil which can be burned as a substitute for coal and which moves almost 
wholly into coal’s east coast markets. 

The current problems of the coal industry spring in very large part from the 
extraordinary postwar growth and expansion of these imports, the dumping 
and price cutting practices employed in forcing the imported heavy fuel oil into 
coal markets, the existing uneconomic downgrading of both foreign and domestic 
crude oils resulting from foreign oil practices, the weakening of national defense 
as indicated by failure of the offshore tanker supplies of residual fuel oil in 
World War II, and the depressed state to which the domestic coal industry 
has been reduced. 

The imports of residual fuel oil have risen from 11 to 32 million tons, in coal 

equivalent, between 1946 and 1954 and, if one includes the residual fuel oil refined 
on the east coast from foreign crudes, the increase is from 17 to 47 million tons 
coal equivalent. 
' Meanwhile, the competitive uses of coal on the east coast (excluding the non- 
competitive metallurgical and domestic coal) have now dropped from the 1946 
figure of some 70 million tons to a 1954 figure approximating 50 million. Residual 
fuel oil imports have not only absorbed all the growth in the competitive east 
coast heavy fuel markets since 1946 but have cut back the consumption of coal 
in these markets by nearly 30 percent from what it was 8 years ago. 
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The tactics of foreign oil are such as would leave any domestic industry 
well-nigh defenseless. They go to the dumping of ever-increasing quantities 
of the residual fuel oil at whatever price it will bring, and irrespective of the 
current level of demand for energy. The result has been a series of shock 
treatments for the domestic coal industry with no significant or long-run economic 
benefits to either the users of the residual fuel oil or the east coast economy: 
The support and documentation of the foregoing is set out in full hereinbelow. 
First, however, a statement of coal’s position is set out. 

As used herein, the term “coal” broadly includes not only the production of 
tituminous coal but also that of anthracite. It also embraces the interests of the 
mine employees, the major coal-hauling railroads and the rail employees. While 
the impact of the rapidly rising imports of residual fuel oil falls most heavily on 
the bituminous-coal industry, these additional groups likewise feel the brunt of 
foreign oil market tactics. 

Coal believes that the practices surrounding the importation of residual fuel 
oil have: 

1. Violated well-recognized principles of fair trade. 

2. Subjected the coal industry to unfair practices and pressures against which 
it is helpless even though by economic standards it is fully fit to hold the market. 

8. Have skyrocketed the east coast residual fuel-oil imports far beyond any 
reasonable sense of proportion to the growth of the energy demand in this 
market. 

4. Have forced the uneconomic downgrading of heavy fuel oils, both foreign 
and domestic, with a consequent maladjustment of prices to small consumers 
of other petroleum products. 

5. Have unnecessarily weakened the coal industry and the railroads that haul 
coal. 

Coal asks for equality of opportunity in its home markets under standards now 
commonly recognized by this Nation’s business community. Such standards are 
implicit in the maintenance of our competitive free-enterprise system of fair 
market competition, and of economic equality for each sector of the economy. 

Coal asks for the removal of the gross inequalities in the treatment which has 
been accorded it in relation to other fuels and other major commodity groups in 
the matter of foreign trade and the pricing practices thereon. 

Last, but perhaps of major importance, coal asks that in the expansion of 
foreign trade proper consideration be given to the defense demands made on coal 
in past emergencies and to the demands that will clearly exist in future emer- 
gencies. 

CHAPTER II 


Coat AND PETROLEUM FoR NATIONAL DEFENSE 


The coal industry was the mainstay of the eastern fuel supply during World 
War II, meeting not only the rising demands in its own markets but also those 
which resulted from the failure to maintain oil supplies. 


Wak DEMANDS ON COAL 


Despite the huge growth in the oil and gas industry of the United States in the 
quarter century between World War I and World War II, the added demands 
placed on coal in the recent global conflict were no less than in the earlier period. 
Between 1940 and the first year of the war, 1942, bituminous and anthracite coal 
production rose from 512 million tons to 648 million, or 26 percent. This increase 
of 131 million tons of coal was the equivalent of 590 million barrels of oil prod- 
ucts added to the market (at 4.5 barrels per ton). In the peak year 1944 the 
output of coal was up by 171 million tons or the equivalent of 770 million bar- 
rels of petroleum.’ 

This extra tonnage produced by coal was equivalent to 2.1 million barrels of 
crude oil production daily (4.5 barrels per ton) and compares with the grand 
total production of crude oil in the United States in 1944 of 4.6 million barrels 
daily. The extra tonnage of coal was 2.5 times the coal equivalent of all the 
residual fuel oil, diesel fuel and lighter heating oils consumed in 1944 in the 
vast industrial area bounded by the Mississippi River and the Atlantic Ocean, 
and by Canada and the Gulf of Mexico.’ 


1 Bureau of Mines, Minerals ee 
2 Petroleum Facts & Figures, 
* Bureau of Mines Information Circular 7630. 
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COASTWISE TANKER SUPPLIES FAILED 


To all intents and purposes the coastwise tanker movement of petroleum and 
petroleum products to the east coast well nigh went out of business during 
World War II. Between 1940 and 1942 coastwise crude oil shipments declined 
precipitately from 162 million barrels to 31 million, a drop of 81 percent. Resid- 
ual fuel oil shipments fell from 67 to 27 million barrels, or 60 percent, and the 
total of crude and all the products combined fell from 428 million barrels to 
124 million, or 71 percent. These startling figures are set out below. 


Decline of tanker movements of crude oii and products from gulf to east coast 
during World War II 


[Millions of barrels] 

Restémal tate ean 
esidua. tota ,» crude 

Year Crude oil | “fuel oil | ofl and all 

products 

169) (2) (3) (4) 

OE in ili ce 6a chiar tile aig Rate redial Cassd 162 67 428 
nas heii eco ta dares ate tdeseoe 147 76 431 
iil. 2..53..b akcanin.t cbetaahedeak pauls tbe. Acmiss satvalal keke 3l 27 124 
Stein c oct Gide ante ateiataa ce teagiine vactees 5 13 61 
Se... 15, aeacane Meecdadte katate dediietake dk, sacsusnees 4 20 6 
WG aehks, la ceteigs 5 ceck bncch dete baneiney bexepbenttiaa eletimnne a 74 37 204 
tian eh eee ee ees 190 55 482 


Source: Petroleum Facts and Figures, ninth edition, 1950, p. 316. 


With due credit to the oil industry for its place in the war effort, the fact 
remains that ocean tanker movements, whether because of the submarine menace 
or the diversion to the military services, largely disappeared from the picture 
insofar as the maintenance of the fuel requirements of commerce and industry 
on the east coast were concerned. It was not until the war was over that tanker 
movements again reached their prewar level. 

Extraordinary efforts were made, of course, to bring crude oil overland to the 
east coast. Trainload movements by rail were expedited. The east and west legs 
of the Big Inch pipeline were completed in January and August 1943, respectively. 

The Big Inch capacity was some 119 million barrels of crude petroleum. As- 
suming a 20-percent yield of residual fuel oil from the domestic crude, this line 
could in effect deliver 24 million barrels or 6 million tons coal equivalent of 
the residual oil. This is but 16 percent of the estimated 1941 east coast supply 
of 151 million barrels, all of which had previously depended on tanker movements 
from the gulf coast or Venezuela. 

The Little Inch line was completed in December 1943 and was used primarily 
to deliver those petroleum products which could be handled by pipeline. This 
does*not include residual fuel oil which will only flow when heated. 
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VENEZUELA’S OIL FAILED IN WORLD WAR II 


The disappearance of tanker service in major emergencies is of vital signifi- 
cance when foreign oil is involved. Petroleum supplies from Venezuela in World 
War II were seriously interrupted as shown by the following figures: 


United States imports from Venezuela and Netherlands West Indies 





[Million barrels] 
en 7 in Total foreign 
refined in foreign- 
Direct resid- 

Year Crude |United States origin resid- 
from Venez- | “4! imports ual 
uelan crude ! 

(1) (2) (3) (4) (5) 
Gi eeicagetiengme4 senses SA te aks oles 30.4 9.1 29.0 38.1 
ee EL ee ee SE ee ee ee 38.9 11.7 33. 6 45.3 
i te-cadnclichtde ochciscbhiliovin aierigteietendaneaiataibn ets anita: 7.1 2.1 16.4 18.5 
hi tc daitcwns pee noe dncattiaksadkedodegadendss 9.3 2.8 26.7 29. 5 
SS ne ee eR Pe ee 36. 7 11.0 37.5 48.5 


i Based on 30 percent yield. 


aren: Column 2, Petroleum Facts and Figures, ninth edition, 1950, p. 339; Column 4, U. S. Bureau 
0 ines. 


As the above figures show, Venezuela’s exports of crude oil to the United States 
dropped over 80 percent in the first full year of the war. Residual fuel oil 
imports to the United States fell 51 percent. The total residual supplies based 
on overseas crudes (col. 5) fell 59 percent. 

The total imports from Venezuela of crude and residual fell from 72.5 million 
barrels in 1941 to 23.5 in 1942 (cols. 2 and 4), a drop of 68 percent. 

It has been said that Venezuela’s oil production during the war was diverted 
to military service. This may have been part of the answer during the last of 
the conflict but the fact is that for the first 2 years her production was down 
markedly. The 1942 output was 20 percent below 1940 and 35 percent below 
1941. The figures appear below. 


Venezuelan production of crude oil 


Million Million 
barrels barrets 
ae i oS a a ROO Teees shies ea Le 178 
1066 a a ee eee 1 ee ee i lel bles 257 
WORS oe a ee O08 206 violet 323 


Source: Petroleum Facts and Figures, ninth edition, 1950, p. 445. 


It was not until 1944 that Venezuela’s crude oil production reached and passed 
the prewar levels of 1940 and 1941. 


UNITED STATES CRUDE OIL PRODUCTION SLACKENED 


In his testimony before the Ways and Means Committee, H. R. 4294, Mr. Sidney 
A. Swensrud, chairman of the board, Gulf Oil Corp., stated “We didn’t increase 
oil production in this country substantially during the war; a little bit but not 
much.” 

Reference to the Bureau of Mines figures shows the crude oil production in this 
country to have increased to a negligible degree in relation to the total energy 
demand and to the rise in coal production : 


Million Million 

barrels barrels 
5000 oa See Ue Fe Beth doin eecu seeded 1, 507 
WS? ike ES Ce es he | Se eds Sn eee nse eee 1, 678 
WO bk oi cee ee 3; 


Source : Petroleum Facts and Figures, ninth edition, p. 444. 


Production, 1942, was up 2 percent over 1940 but down about 1 percent from 
1941. The rise of 325 million barrels in 1944 over 1940 was less than half the 
rise in coal of 770 million barrels crude oil equivalent. 


4 Transcript, p. 1250. 
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EXTENT OF FAILURE IN WATERBORNE EAST COAST OIL SUPPLIES DURING WORLD WAR II 


A summary of the World War II supply figures for the east coast based on 
— movemen ts from the gulf coast and the receipts from Venezuela shows the 
owing : 


Index of east coast crude and residual supplies received by tanker 
[1940= 100) 





The foregoing figures indicate that in the first 2 years of the war some two- 
thirds of the waterborne supplies of residual fuel oil failed in relation to prewar 
years 1940-41. 


73 PERCENT OF EAST COAST RESIDUAL SUPPLIES OF FOREIGN ORIGIN 


Since 1940 the east coast’s dependence on overseas sources for its petroleum 
supply has increased greatly, i. e., from 34 to 328 million barrels. Whereas for- 
eign sources accounted for 7 percent of the total east coast receipts of crude oil 
and products in 1940, in 1952 they accounted for 35 percent. If one takes the 
residual fuel oil only, foreign sources accounted for 26 percent of the supplies in 
1940 (including that refined from foreign crudes) and 73 percent in 1954. 

Much reference has been made by foreign interests to the need for maintain- 
ing good neighbor relations with Venezuela through the purchase of her oil. 
In 1946 Venezuela supplied 85.2 percent of the United States imports of crude 
oil but in the first 6 months of 1953 foreign oil importers had dropped their 
purchases from her to but 50.2 percent of the total. The Middle East, which 
supplied us no oil in 1946, now accounts for 34.5 percent of our crude oil imports. 
jVenezuela is closer to both the east coast and the west coast of the United 
States than are the Middle East or Far East oilfields. 


AMERICA’S STRENGTH RESTS IN HER INTERNAL RESOURCES 


The basic strength of this Nation rests on its internal resources, certainly in 
time of a global conflict. The foregoing clearly demonstrates that any major 
reliance on foreign fuels leaves the home front extroardinarily vulnerable. 

The Petroleum Administration for Defense no doubt had something of the fore- 
going problems in mind when it recently suggested as a defense measure the 
building of pipelines to carry 940,000 barrels of crude oil daily from Texas to 
the east coast.® 

At a 20 percent yield of residual fuel oil, such a line could supply less than 25 
percent of the total current demand for residual fuel oil on the east coast, all 
of which now comes in by ocean tanker either direct or as crude oil. Insofar 
as such a pipeline would serve residual oil consumers, it constitutes a heavy 
price to pay for the doubtful peacetime economic benefits foreign residual oil 
provides in relation to coal. The facts and figures quoted herein appear to make 
clear that in any major conflict the electric utilities, mines, smelters, manufac- 
turing plants, military establishments, and large buildings and institutions on 
the east coast must rely on coal, and on the railroads hauling coal. 


FOREIGN OIL SUPPLIES NO LESS VULNERABLE 


There is no indication that foreign oil supplies or the refineries processing 
this oil here or abroad would be any less vulnerable to enemy attack in future 


5 Sources same as for prior figures herein. 
* Wall Street Journal, October 1, 1953. 
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conflicts than they were in World War II. Yet such foreign supplies, which 
constituted but 26 percent of the east coast residual requirements in 1940, 
now account for 68 percent of the consumption. Tanker interruptions on a scale 
a to that of World War II would have a far greater demoralizing effect 
today. 

The matter of hemisphere defense and friendship with Venezuela is strongly 
stressed by those who would open the doors ever wider to the inflow of the 
heavy residual oil, and no doubt much has been accomplished to develop and 
strengthen our neighbor’s oil reserves and productivity. 

But certainly some sense of proportion is needed. One can search in vain the 
releases on the recent supplementary trade agreement with Venezuela for any 
recognition of the facts cited above or for any consideration of the wartime 
demands on coal and the rail industry which hauls the coal. 


HISTORY OF TANKER FAILURES 


In appendix A to this statement, there appear quotations and statistics from 
the United States Department of the Interior’s History of the Petroleum Ad- 
ministration for War, 1941-45, describing the crisis resulting from tanker losses. 

As there described, German submarine wolfpacks sank 50 United States tankers 
off the coast of the Carolinas between February and May 1943. The report 
siates that thereafter tanker movements became an insignificant factor in sup- 
plying oil needs to the east coast; and heroic measures were necessary to move 
the oil overland by rail tank cars, barges and pipelines. It was 3 years before 
the 1941 level of deliveries to the east coast was regained. Residual fuel oil, 
because of its viscosity, cannot be moved by pipeline. 

The same story is told in somewhat different form in the Office of Defense 
Transportation’s report Civilan War Transport, 1941-46. Ercerpts from this 
document (see appendix) vividly describe the enormous problems and costs in- 
volved in getting oil supplies overland to the east coast during World War II. 

Rail cars and pipelines cannot be used to bring oil from Venezuela or the 


Middle East. Only those indifferent to our national defense could ignore 
these facts. 


CHAPTER III 
CoAL REQUIREMENTS IN DEFENSE EMERGENCIES 


STATEMENT OF CONSIDERATIONS 


The primary consideration to be weighed, it is believed, is the ability of the 
bituminous coal industry to meet the demands that will be made upon it in a pe- 
riod of full defense mobilization. The critical factor is the minimum peacetime 
level of bituminous coal production in this country which is essential as a base 
toward meeting war requirements. 

Past experience indicates that there are two sets of critical fuel requirements. 
The first applies to the 12 months immediately following this country’s declara- 
tion of war and the start of the all-out defense effort. The second applies to the 
year of peak energy requirements. In World War II these periods were 1942 and 
1944, respectively. In arriving at peacetime comparisons, the experience for 
these years was related to 1940. 

It is well to point out here that despite the large growth in the supplies of 
petroleum products, natural gas and hydro power available between World War 
I and World War II, this nowise diminished the proportionate burden placed on 
coal in the last conflict. 


CRITICAL FACTORS IN DETERMINATION OF WARTIME REQUIREMENTS ON COAL 


The bench marks to be developed go to the total energy demands in wartime, 
the burden that may be laid on coal, its capacity to produce under emergency 
conditions, and the capacity of the rail plant to handle the wartime production. 


HISTORY OF THE ENERGY SUPPLY IN WORLD WAR IT 


The analysis herein is based in part on the experience of each energy source 
in World War II, and in part on an analysis of the supply potentialities of the 
fuels and hydro in the light of current conditions and circumstances. Table 1 
shows the energy supply of each fuel and hydro for the first year of World War 
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II in relation to 1940, also for the peak year which was 1944. The year 1940 
is commonly taken as a peacetime basis for comparison.’ For comparative pur- 
poses, the data are expressed in bituminous-coal-equivalent-tons. The percent 
-increases over 1940, taken as a peacetime base year, are shown in columns (5) 
and (6). 


TaBLe 1.—World War II energy supply in the United States 





Bituminous coal equivalent Percent increase 
(million tons) over 1940 
Fuels and hydro 


1942 1944 


a) (6) 


= 
o 
~ 


. Pennsylvania anthracite___- 

Bituminous coal and lignite 

ie eaten nn sh ews bac nwiak aang 
PI ION Seldon ne dbinncdenensmmed 
I, Ba tess cass eee 
pS E EE RE SE a a SP 
I bi ol alk caine SL BED Le Kiekcbinne: 
Total petroleum (exclu motor fuel) 

. Natural gas marketed uction 

. Waterpower 

. Total, including motor fuel 

. Total, excluding motor fuel 843 1,122 


24 
11 


ipo RRS 


Vee, 


21 
25 


PPNPH Pr p> 


_ 


39 
50 
32 
33 


occoceowooeco 


ao 
er 


Source: Data assembled from Bureau of Mines Mineral Market Summary 2222, p. 85. B.t. u. converted 
to coal equivalent tons at 26.2 million B.t.u.perton. F in parentheses represent subtotals or break- 
downs of other figures and are shown for reference only. Totals may not add because of rounding. 


Referring to table 1, line 11, it will be noted that the total demand for energy, 
as reflected by the supplies made available within the United States (including 
all petroleum imports), rose 16 percent in 1942 and 32 percent in 1944. Excluding 
motor fuel, the increases were 19 and 33 percent. The figures excluding motor 
fuel are viewed as the pertinent data as relates to coal-competitive energy 
sources. 

As related to 1940, the supplies of bituminous coal rose 26 percent in the first 
year of the war and 34 percent in the peak year 1944. Total petroleum supplies 
remained stationary in the first year and rose 23 percent in the peak year. 
Imports of petroleum and petroleum products fell in both years, however. 

Natural gas and hydro showed very large increases in both 1942 and 1944 
Gas was up 15 and 39 percent, and hydro was up 26 and 50. However, as will 
be later developed, much of these increases occurred in the Southwest, Mountain, 
and Pacific States. Also, much of the water power increase could not today be 
repeated, certainly on a percentagewise basis. 

These figures for petroleum and gas are not indicative of the extent to which 
these fuels were diverted from the industrial mobilization and civilian uses into 
direct military channels or use as vessel or tanker fuel. This matter is treated 
later. 

Table 2 shows the contribution'in tons and percentagewise of each fuel or 
energy source toward the added energy supplies in World War II within the 
United States. As with table 1, the figures represent the supply requirements 
irrespective of where the ultimate consumption occurred. 


1 See President’s Materials Policy (Paley) Commission report. 
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TasLeE 2.—Oontribution of each fuel and waterpower toward the added energy 
supplies of World War II 


[Bituminous coal equivalent tons '} 


| 
Increase of 1942 over 1940) Increase of 1944 over 1940 


Fuel 
Million ae Million nous 
tons crease tons crease 

(1) (2) (3) (4) (5) 
1. Pay irania amternete ooo. 5 ohne occ ckaae s 5.0 12 | 4.3 
9. OG ONGE. 6. so niin oew as bce ebinoe 122 76.3 159 | 57.0 
S: Pete COGh sc csce owes scan sks guess bactiieeasinsibne (130) (81. 3) (170); (60. 9) 
4. Petroleum, domestic production.._............-..-- 7 (4. 4) 71 25.4 
Wh, I Re a ccetahile +h (—3. 7) 1 .4 
i; OR OUNIIR, nn ia  etwce eh oceeukass (1) (.6) (72) (25. 8) 
Fi SOON Gav ct cb bipadinns wees lawes abe < busca eis sect (25) (9.0) 
8. Total petroleum (exclusive motor fuel) __.---....--- (3) (1. 9) (47) (16. 8) 
9. Natural gas marketed production_.......-........-- 16 10.0 43 15.4 
ie, Se ee a | eee 9 5.6 17 6.1 
11. Grand total, including motor fuel_............--.--- OS seek Ob ictuddent: ; 
12. Grand total, excluding motor fuel_...............-.- 160 100.0 279 100.0 





1 Source: Table 1. Figures in parentheses represent subtotals or breakdowns of figures already shown, 
Note.—Totals may not add because of rounding. 


In the first year of World War II the supply of energy, excluding motor fuel, 
rose 160 million tons bituminous-coal-equivalent, as shown in line 12, column (2) 
above. Of this total bituminous coal contributed 122 million tons or 76.3 percent, 
this despite the fact that bituminous coal constituted but 55 percent of the 
energy supply (excluding motor fuel) in 1940. Including anthracite, coal ac- 
counted for 130 million tons or 81.3 percent of the added energy supplies needed 
in the first year of the war. 

In contrast to coal’s showing, petroleum contributed but 3 million tons coal 
equivalent or 1 percent of the quantity added; natural gas contributed 16 million 
tons or 10 percent; and waterpower 9 million tons or 5.6 percent (table 2, lines 
8, 9, 10). 

By 1944 the supplementary supplies of energy totaled 279 million tons coal 
equivalent. Of this, bituminous coal contributed 159 million tons or 57 percent. 
Coal, as a whole, contributed 170 million tons or 60.9 percent, petroleum (ex- 
eluding motor fuel) contributed 47 million or 16.8 percent, natural gas 43 million 
or 15.4 percent and waterpower 17 million or 6.1 percent. 


DISTRIBUTION OF THE ENERGY SUPPLY 1940 TO 1953 


In table 3 is shown the percentage distribution of the energy supply among 
the fuels and waterpower for the years 1940, 1942, 1944, and 1953. As with tables 
1 and 2, this reflects total supplies made available in the United States, includ- 
ing the imports of crude oil and products. Motor fuel component, based on 
United States consumption, has been deducted to arrive at the estimated figures 
for coal-competitive energy. 

The year 1953 is treated later herein as a partial basis for projecting future 
energy supply requirements in a war emergency. 
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TaBLeE 3.—Percent distribution of energy supply—1940, 1942, 1944, and 1953 





Including moter fuel | Excluding motor fuel 
Fuel Ee 
1940 1942 1944 
(1) (2) (3) (4) 
1, Pennsylvania anthracite___..............- 5 5.0 5 
2. Bituminous coal and lignite. ___.......__. 52.0 49 
OE i ee RT Lae a RTS ee (53)} (57.0) (54) 
4. Petroleum, domestic.................-.-.. 31 28.0 29 
ee nn .3 1 
Ni sn rcencccanences 32); (28.0) (30) 
So 060 Cl (“Ul OE. rs (12); (10.0) (11) 
8. Total petroleum, excluding motor fuel_._- (20)} (17.0) (19) 
9. Natural gas, marketed production____..._ ll 11.0 12 
SE inch ia aie eteieie ante 4 4.0 4 
pi ln” eine ts Bai LS 100 | 100.0 100 





Nore.—Figures in parentheses represent subtotals or breakdowns of figures already shown. 


Table 3 shows coal as a whole furnishing 53 percent of the required energy 
supply in 1940, 57 percent in 1942, and 54 percent in 1944. Petroleum furnished 
32 percent of the supply in 1940, 28 percent in 1942, and 30 percent in 1944. 
Natural gas and waterpower generally retained their proportionate share of the 
total coal-competitive energy supply throughout the war, i. e., 11 to 12 percent 
for natural gas and some 4 percent for waterpower. 

If one takes the total energy requirements, excluding motor fuel, coal held 
its own between the prewar years 1940 and 1944; petroleum, excluding motor 
fuel, dropped one percentage point in its share of the market; and natural gas 
and waterpower rose about one-half percentage point each in their proportion 
of the energy supplies. 

The conclusion here drawn is that each energy supply expanded its output 
in roughly the same proportion between 1940 and 1944. However, in the first 
full year of the war, 1942, bituminous coal carried a higher than average burden 
when it met 57 percent of the total energy requirements, to this extent substi- 
tuting for the 3 percentage point drop in the petroleum supply. It met 76 percent 
of the added energy requirements (table 2). | 


EXPANDED ENERGY REQUIREMENTS IN A FUTURE DEFENSE EMERGENCY 


In World War II the total energy requirements (excluding motor fuel), and 
as related to 1940, rose 19 percent by 1942 and 33 percent by 1944. Taking 1953 
as the base year in projecting energy requirements in a future global conflict, 
some estimates can be made. In 1953 the coal-competitive energy supply in the 
United States totaled 1,242 million tons bituminous coal equivalent. Expanding 
this 19 percent we get added supply requirements in the first year of the 
emergency of 236 million tons coal equivalent. Applying the 33 percent increase 
of World War II to the base of 1,242 million tons, we arrive at total added 
requirements in the year of peak effort of 410 million tons. 

In World War II, the coal industry, including anthracite, bore 81 percent of 
the added requirements in the first year of the conflict and 61 percent in the peak 
year. The figures for bituminous were 76.3 and 57 percent. Assuming for the 
present that this experience was repeated, the added demands on bituminous 
coal in the first full year of conflict would become some 180 million tons (763 
percent of 236 million tons). In the peak year of the war, the added bituminous 
coal requirements would be 234 million tons (57 percent of 410 million tons). 

Such burdens superimposed on the 1953 bituminous coal production of 453 
million tons points toward a total demand on bituminous coal of something 
approaching 633 million tons in the first year of conflict and 687 million tons in 
the peak year of war effort. 

It is recognized that as a base year, 1953 may represent a higher degree of 
employment and plant utilization than 1940. On the other hand, the size of the 
labor force to be drawn upon in any new global war can only now be conjectured. 
Furthermore, the growth of the economy and the population may make 1953 a 
conservative base year. 


57600—55—pt. 2——-6 
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It is also recognized that coal’s share of the total energy market has declined 
since 1940. However, the trend is toward jet fuels which reach not merely into 
the so-called kerosene range of petroleum products but, through cracking proc- 
esses, into the residual range. The rate of fuel utilization may greatly increase 
in a future war. The extreme rate of growth of hydro and natural gas may not 
repeat itself and what growth did occur in World War II was greatest outside 
the great coal-consuming area between the Mountain States and the Atlantic 
Ocean. 

A detailed analysis of the energy supply by fuels, markets and areas in the 
last world war is essential in appraising the probable availability of greatly 
expanded supplies of the fuels and hydro in a new world war. It is also neces- 
sary in appraising the burden the coal industry may be called upon to carry in 
a new global conflict. 


APPRAISAL NEEDED OF RESPECTIVE ENERGY SOURCES 


The basic premise herein is that the requirements for energy to be made avail- 
able within the United States in a future global emergency will be at least 
one-third greater in the peak year of effort than in prior peacetime years. This 
is based on World War II experience. As the rise in required energy supplies 
was significantly greater percentagewise in World War II than the 25-percent 
rise of World War I (1918 over 1915), the use of the 33 percent factor may indeed 
be conservative. The trend is toward greater and greater energy consumption 
in meeting defense requirements. 

Should the bituminous coal industry, along with all other energy sources 
(petroleum, natural gas, and waterpower), expand its production in a future 
emergency by a straight 33 percent over the base year 1953 production of 453 
million tons, the added demand on bituminous coal would be 150 million tons. 
The total demand on bituminous coal would be roughly 600 million tons under 
this basis of estimate. 

It is seriously believed, however, that all energy sources cannot be expanded 
by a uniform percentage, either in the first year of the conflict or in the year 
of peak effort. This conclusion is based on certain facts: diversion of oil to 
the military, interruptions to the flow of crude oil and products, the fact that 
oil and gas expansions of delivered supplies were much the greater percentage- 
wise in the Southwest and Pacific areas than in the Appalachian, New England, 
and Midwest areas of the country where the greatest wartime fuel demand 
exists, and, finally, because some sources, such as hydro, do not have the sites 
and reserves to draw upon that which existed prior to World War II. These 
factors are treated at some length in the pages to follow, the significant element 
being the measure of added dependence upon coal in war despite the shift in 
markets that has occurred in peacetime. 


PETROLEUM DELIVERIES IN WAR 


The first goes to the interruptibility of petroleum supplies. In World War II 
foreign oil supplies were sharply reduced although they came almost wholly 
from the Western Hemisphere. Today, one-third of the crude-oil imports on 
the east coast come from the Middle East via the Suez Canal and/or the Medi- 
terranean. Doubtless no attempt would be made to continue this flow. 

Since 1940 the east coast’s dependence on overseas (tanker) sources for its 
petroleum supply has greatly increased, i. e., from 34 to 328 million barrels in 
1952. In bituminous coal equivalent the increase is from some 8 million tons 
of coal to nearly 80 million tons. 

Whereas foreign sources accounted for 7 percent of the total east coast 
receipts of crude oil and products in 1940, in 1952 they accounted for 35 percent. 
If one takes the residual fuel oil only, foreign sources accounted for 26 percent 
of the supplies in 1940 (including that refined from foreign crudes) and 70 
percent in 1953. 

The extent of the failure in waterborne east coast oil supplies during World 
War II is set out in table 4. The data are based on water movements from the 
gulf coast and receipts from Venezuela. 
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TABLE 4.—Indez of east coast crude oil and residual supplies received by tanker 
[1940100] 


| 
Residual | 
produced | Total resid- 











Year Crude oil | Residual | from crude! ual (cols. 
| received | 3and 4) 
by tanker! | 
@) (2) (3) | (4) (5) 

hesseeparaomapenenlfrpeoeepesemmennenyinsn a 

Percent Percent | Percent | Percent 
We icnicioissthlcnpeakeantiicecudednudhiidmasininet 100. 0 100. 0 | 100.0 , 100. 0 
ee ee Se ene Sk a P 96.9 114.6 100.0 110. 2 
WR ci Aap dees1d-dcddsctenes tase ee tecse erence 19.8 44.8 | 19.5 37.2 
We bideins<mblin dieses adds le déciiine ec bisadkidecdsediseine 7.3 | 41.7 9.8 | 2. 1 
Pa ee a a 26.6 60.4 | 34.1 | 52. 6 
, PE BR ee bMS 8 Re Renae | 71.4 74.0 82.9 | 76. 6 

1 At 30 percent yield. 


Source: Petroleum Facts and Figures, ninth edition, 1950, pp. 316, 339, Bureau of Mines. For figures in 


barrels see Report to the Citizens Advisory Committee to Study Financial Aspects of the Expansion of 
International Trade, Nov. 30, 1953, pp. 29-33, 


The data in table 4 indicate the susceptibility of tanker deliveries to inter- 
ruption in war. In 1942 some 80 percent of the prior peacetime crude-oil supplies 
and 63 percent of the prior peacetime residual fuel-oil supplies (delivered by 
tankers) were cut off. In 1944 the loss on crude was still very high—74 percent, 
and for residual oil 47 percent. 

Herculean efforts were made, of course, to make up these deficits by overland 
rail and pipeline shipments, the net effects of which are set out in wartime 
fuel consumption tables below by fuels and market areas. The net effect, how- 
ever, was to sharply reduce or well nigh eliminate any net expansion in the 
available wartime supply of petroleum products in major areas of the United 
States. 

It is recognized that with the current domestic production of crude oil in 
the United States now running to some 6.5 million barrels daily, accompanied 
by a cutback production variously estimated at some 1 million barrels a day. 
the complete loss of imports of crude oil and petroleum products averaging 1 
million. barrels could be made up. 

Yet, two important factors must be considered. If petroleum is to carry its 
proportionate share of the rise in energy demands in World War II, amounting 
to 19 percent in the first year and 33 percent in the peak year, total petroleum 
supplies in the United States (including imports) must be increased accordingly. 
Total supplies on this basis in 1953 averaged 7.5 million barrels per day con- 
sisting of domestic production of 6.5 million and imports of crude oil and 
products averaging 1.0 million barrels. 

A 19-percent increase in the 1953 supply level runs to 1.4 million barrels per 
day. . The cutback production of crude oil in this country of something over 1.0 
million barrels per day will scarcely cover such rising oil demand, assuming it 
can be refined and transported to consuming centers. 

The cutback production leaves nothing to offset the failure of imports. 
Assuming the World War II experience of 1942 and 1944 repeats itself and the 
1953 level of residual imports drop some 55 percent and the crude imports drop 
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80, the energy deficiency in coal equivalent tons in the first year of the emer- 
gency becomes as follows (east coast) : 


Tapie 5.—Hstimated petroleum deficiencies—first year of emergency 


Deficiency in coal 
1953 quantities equivalent, tons 
(millions) 


Imports, east coast 
Coal equiv- 
Barrels | alent, tons| First year | Peak year 
(millions) | (millions) 


(1) (2) (3) (4) (5) 
Rae 06... ... ......--chucddessscudsnpudesetastessueene 203 45 136 234 
De IS ot wandscicdpiiasadame eine mir inch bhbeon 136 33 318 413 
Bi DERG PRB. onc eniei cin dccctccdvdsgiriosdiininss 8 2 31 41 
6” FRR ecwanocasceccsatumiathvetnesnnasaesennaa 80 55 48 
5 Total, excluding motor fuel §_.............----- 260 61 39 33 


1 At 80-percent interruption of imports. 
2 At 76-percent interruption of imports. 
3 At 55-percent interruption of imports. 
4 At 40-percent interruption of imports. 
+ Deduct 43 percent of crude (line 1) as representing approximately motor fuel yield. 


Referring to table 5 (line 5, columns (4) and (5)), the experience of World 
War II, when applied to the current rate of east coast imports, points to a 
deficiency on the east coast of 30 to 40 million tons of bituminous coal equivalent. 
These figures exclude the motor fuel component of the imported crude which. 
is treated as noncompetitive with coal. If all east coast imports were cut off 
the deficiency would run to some 60 million coal competitive tons. To the fore- 
going should be added, deficiencies in petroleum imports now received at other 
than east coast ports. 

The United States wartime economy would be deprived not only of the peace- 
time inflow of oil in the amount of 30 to 60 million tons coal equivalent, depending 
on the asumptions above, but also of the 19 to 33 percent “acros the board” 
energy expansion needed. 

It is conceivable that all tanker movements of oil to United States markets 
might be cut off for an indeterminate period in a global conflict. Based on the 
year 1953, the loss in coal equivalent tons would be as follows: 


TABLE 6.—F uel deficiency if all tanker supplies cut off 


1953 Bituminous 
Item barrels coal equiva- 
(millions) | ent, tons 
(millions) 
(1) (2) (3) 
1, Imports of crude (excluding motor fuel) 1_.......... ~ miieichaiadndhienaisieaaaieeact | 135 30 
S. Seares or Pemeanns Pht OB: . oso se cctes ss Sa ce katdcans | 136 33 
3. Gulf-east coast tanker movements: 
4. CFO (ORCI BRGCCT LID . pc cmqeavaddteanspnasuasneimiinbabimetiied 101 22 
5. STITT ~ cin: ercr cnixcainansn'paestiinsing aavien cadena soba aie alegre eae aa ae ae 64 15 
6. TN SS 5 icocadndsisaccdescektibultens bsakengnibanskebsdiinine ects 39 8 
we PE. |. cn tacvoctkoed ec cthdslaibbaditivedssadhaitwbbeesed 132 29 
& SINE,» «cn cn winencgihhiven sdktialaktde 6 daasiatidebusindaans els meme 336 74 
g CSUR CRE on cs Seb bs ocnedcacanngealdeaeisddlnsedesetesinatiuton 2 607 137 





1 Based on 57 percent of the crude oil. Total crude 236 million barrels. 

2 The total crude (including the motor fuel component) embraced in table 6, column (2), plus the petro- 
a preteen amounts to approximately 800 million barrels. Expanded 33 percent, the total is 1,100 
million barrels. 


If we add to the 137 million ton loss shown in table 6 (line 9) the potential 
loss of some 46 million tons under the “33 percent across-the-board peak war 
expansion”’ the added burden on other energy sources could conceivably rise to 
183 million tons coal equivalent. Should a major part of this burden of making 


2A 24-inch a - can handle 115 million barrels crude annually, based on Big Inch 
experience. istory of the Petroleum Administration for War, 1941—45, 433.) At 


least 10 “big (neb” Pipelines would be — a to offset the loss of the 1953 tanker move- 
y pipeline. 


ments. Residual fuel oil cannot be moved 
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good this energy deficiency fall on coal, an annual output of well over 700 million 
tons would be required of the coal industry. 


‘WORLD WAB II HISTORY OF THE: ENERGY- SUPPLY IN PRIMARY COAL CONSUMING 
MARKET AREAS 


A geographical breakdown of the United States World War II energy com- 
sumption shows that the greatest percentage increases in petroleum products, 
natural gas and hydro occurred in the Southwest, Mountain, and Pacific States, 
areas accounting for much the smaller part of the Nation’s total energy require- 
ments. The data to follow turn therefore from an analysis of the Nation’s 
total energy supply, irrespective of point of use, to the picture of the internal 
consumption by regions within the United States. 

Table 7 shows by census regions, or groups thereof, the percentage expansion 
of residual fuel oil, kerosene, other light oils, natural gas, and waterpower. 
The general area east of the Rocky Mountain States, and excluding the States 
or Texas, Louisiana, Oklahoma, and Arkansas is treated as roughly embracing 
the primary “coal competitive” areas of the United States. The percentage 
expansion of the petroleum products, natural gas and hydro, both within this 
area, and for the remainder of the United States is shown. 

The general showing in these tables is that the rise in consumption of petro- 
leum products, natural gas and water power in the coal competitive area of the 
United States was substantially below that in the noncompetitive regions of 
the country. In some instances, the available supplies of residual fuel oil, 
kerosene, and other light oils (as measured by consumption) were less in 1942 
and 1944 than in 1940. 


TasBLe 7.—Percentage expansion in consumption of oil, gas and Hydro energy in 
World War II by regions 


[Based on coal equivalent tons] 
PERCENT INCREASE, 1942 OVER 1940 


| 








| 
oS 
Regions Residual | Kerosene \ou | — Hydro 
i) (2) (3) @ | © | (6) 
—— re Oe OO CE nS09092(_—_ | | FC 
Se ee ne a as —2 -4 eee 12 
pS SE ES a —4 -3 4 15 20 
i a al ata 2 9 27 29 21 
4. East North Central... -------------.- 20 s 19 | 20 | 19 
§. West North Central. ._........-...-.... 7 7 10 23 | 74 
6. East South Central___........-......--- 42 8 38 39 | 34 
7. Subtotal, coal competitive regions_--.._- 3 —2 8 23 1 26 (203 
8. Other, noncompetitive regions..____._.. 42 | 27 70 | 11| 137 (41) 
9. United States 1 mi 15 | 1 30 (34) 
i 


PERCENT INCREASE, 1944 OVER 1940 





} 

RE iis. 525s sn enedde cies -3 —17 -17 | deeiermenets 8 

9 IS inch sd <oprcenteosesdse 39 —6 10 18 8 
il al a Tn las | 44 14 18 | 28 21 
4. East North Central..._................- | 38 12 7 37 1 
5. West North Central....___. eS 31 22 | —7 | 38 63 
G, ee ee ce. os | 81 | 46 89 | 65 | 74 
7. Subtotal, coal competitive regions. 33 —2 3 | 35 | 1 28 (33) 
8. Other, noncompetitive regions. __...___- 86 | 61 | 127 41 | t 76 (83) 
9. United 8 Debkvetncbbbada antes 57 3 | 13 39 | 1 49 (55) 

i j | | 
1F in parentheses represent percent increases in actual kilowatt-hours uced. These figures 


differ from those in col. 6 because the coal equivalent tonnage of hydro power uced was determined on 
a peceence basis. 


TE.—New England (Maine, New Hampshire, Vermont, Massachusetts, Rhode Island, Connecticut); 

Middle Atlantic (New York, New Jersey, Pennsylvania); ‘East North Central (Ohio, Indiana, Illinois, 

Wisconsin); West North Central (Minnesota, Louisiana, Missouri, North Dakota, South 

Datots, Nebraska, Kansas); Scuth Atlantic (Delaware, Maryland, District of Columbia, Virginia, West 

ia, North Carolina a Carolina, Georgia, Florida); East South Central (Kentucky, Tennessee, 

din a, Mississippi). West South Central, ountain, and Pacific regions grouped under “Other non- 
competitive regions.” 


Source: Petroleum from Bureau of Mines, A Quarter Century of Fuel Oil Sales, 1926-50; Bureau of Mines 
Mineral Market Report MMS 2306; Natural Gas, Bureau of Mines Minerals Y earbook, Natural Gas, 1941, 
1943, 1945 preprint releases; hydroelectric power ‘from FPC, Production of Electric Energy Capacity of 


Generating Plants, 1940, 1942, 1944. Conversions to bituminous coal equivalent based on pounds of coal per 
kilowatt-hour by years. 
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Referring to table 7, the 1942 consumption (i. e., available supplies) of resid- 
ual fuel oil remained comparatively unchanged in the coal competitive areas, 
rising but 3 percent (line 7, col. (2)). This is far below the 19 percent overall 
increase for all energy sources. In 1944 residual consumption rose 33 percent in 
the coal competitive area and 86 percent in the noncompetitive areas. As will 
be later developed, the quantities outside of the PAW District No. I area were 
not large. Within district I the rise in consumption was principally traceable to 
vessel and military: use. 

The 1942 and 1944 percentage expansion in natural. gas consumption in the 
coal competitive areas was closely related to the United States overall energy 
expansion, while that of water power was above that for all energy sources as a 
whole. Much of hydro’s energy rise occurred in the TVA area and naturally 
cannot be duplicated in another emergency. Comments on the future capacity of 
both natural gas and water power to expand rapidly are set out later herein. 


SUMMARIZATION OF WORLD WAR II PERCENTAGE INCREASES IN COAL-COMPETITIVE 
ENERGY CONSUMPTION AND BY COAL-COMPETITIVE AND NONCOMPETITIVE REGIONS 


A summarization of the World War II growth in consumption of each energy 
source appears in table 8 for the coal competitive and noncompetitive regions, 
respectively. 


TaBLe 8.—World War II percentage increases over 1940 in coal-competitive and 
coal-noncompetitive regions of the United States 


[On basis of coal equivalent tons] 


Coal—noncompet- 


Coal—competitive itive regions— 


regions—increase 











Fuel increase 

1942 1944 1942 1944 

(2) (3) | @ | © 
a iil cc OM Od ——_|—___|____ 
eR se ee ee ae he eee 14 ee Ip 
III TI ne oo a cans camnbeiule dadinin une 26 | eee, ee 
Bi cnac stoi od cabo danbanednancubeaceuke bana Sade ae 3 33 42 86 
I. ctictbuintininmibdlandiasinbaniinehvnitimabimnhadaae ee =—2 —2 27 61 
i Be acacia eek 66 198 15 175 
Other light oils_.._........ 8 3 7 127 
Natural gas__.......-----. 23 35 11 | 41 
BOOS QOS ksccnccticte dietbsvnstivsingwbuidessctumnetaeele | 26 28 37 | 76 
abl. co. cna snchabmamnacetdetgucanee domacuenaa 21 | 30 | 24 | 62 





Source: See source to table 7, except for coal. Coal data from Bureau of Mines, Minerals Yearbook, 
bituminous eal and lignite, and anthracite, 1941, 1943, 1945. 


Comparing columns (2) and (3) with columns (4) and (5) of table 8, it 
is clear that the percentage expansion in the World War II consumption of 
petroleum products, natural gas, and hydropower was overwhelmingly greater 
in the Southwestern States, Mountain and Pacific regions than it was in the 


so-called coal-competitive areas of the East, Southeast, and Central regions of 
the United States. 


DISTRIBUTION OF THE ENERGY SUPPLY IN COAL-COMPETITIVE AREAS 


Table 9 shows in coal-equivalent tons the consumption of energy in the so- 
called coal-competitive regions of the United States. The bituminous coal 
consumption figures are based on the United States production figures from 
which has been deducted coal production in States outside the defined area and 
all coal exports. 
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Tante 9.—World War II energy consumption of coal-competitive fuels and hydro 
in coal-competitive regions, 1940-53 * 


{Bituminous coal equivalent tons—millions) 


1940 1942 1944 


1 te 54 | 58 27 
2. Bituminous and lignite 398 
Subtotal, coal 613 425 


3 

———> ——————— 
4 — a 
5 12 | 2 
6 30 | 67 
7. Diesel 4 | 20 
8. 
9. 
0 





93 | 201 


41 | 
23 | 24 


i 737 782 





1 Coal-competitive regions: United States east of Mountain States and excluding Texas, Oklahoma’ 
a and Arkansas. 
1 ky 


Note.—Figures on hydro are based on FPC production figures by regions. Oil and gas figures are 
based on consumption by States which were totaled to obtain regional figures. Coal figures on 
United States ae _ coal produced in West South Central, Mountain, and Pacific regions, and 
United States exports of coal 


Source: See source to table 7—except for coal. See source to table 8 for coal data 1940-44, including 
1953 coal data—Bituminous, Bureau of Mines, Weekly Coal Report, 1902; International Coal Trade, 
January 1954. Anthracite, Bureau of Mines Mineral Market. 


It will be noted from table 9 that excluding the Mountain, Pacific, and West 
South Central States bituminous coal and lignite accounted for 69 percent of the 
total coal-competitive energy supply in 1940; in 1942 this rose to 71 percent, and 
in 1944 it stood at 70 percent. Bituminous coal’s 1953 proportion of the total 
energy consumption, based on available figures, stands at some 51 percent. 

The figures in table 9 show that in the great war arsenal area stretching from 
(and including) the Dakotas, Nebraska, and Kansas, through to the Atlantic sea- 
board and southeast to Florida the first full year of the war saw the energy con- 
sumption go up 131 million tons coal equivalent.* Of this bituminous coal alone 
contributed 107 million tons, or 82 percent. 

As set out in table 9, residual fuel oil contributed but 1 million tons coal equiva- 
lent, kerosene none, other light oils 2 million, and diesel fuel 2 million. The total 
contribution of all these petroleum products to rising wartime consumption was 
but some 5 million tons, or but 4 percent of the total. 

Natural gas added 7 million tons coal equivalent, hydro 5 million and anthra- 
cite 7 million. Clearly bituminous coal carried the overwhelming part of the 
mobilization load. 

Turning to the 1944 experience, as shown in table 9, line 11, the total coal- 
competitive energy consumption rose from 606 to 790 million tons coal equiva- 


* Figures exclude motor fuel. 





1448 TRADE AGREEMENTS EXTENSION 


lent, a rise of 184 millions. The contribution of each energy source in tons coal 
equivalent and percentagewise is set out below : 


Contribution to 1944 added 








energy needs 
Fuel Million tons 
bituminous | Percent of 
coal equiva- total 
lent 
I is nena aati k cen erating anaes eek eae ll 6.0 
Wswmninnes Gnik Waeeis 0. cen ce no eee 136 73.9 
EE CIE on iccaintic stintniggewcucimghscienavennaeboapenndebenaae 147 79.9 
Residual fuel oll. ....---------------202-0-0--o2eneeeeeneceeeeeteeee seen . 15 8.2 
I iis ic cnn dnd cnc odatietinhiaatdsis hnwioe dbttdshabin bac dbadile. BR i A i id ae 
genes Sn cncrcnanursunnernenatitndiahanccdns qinrdimeaanonshasadaanel 1 .5 
Bn niche cnsackiddpinainndilinahanbedabadeuse jathenemadesiacmaeted eS 5 =F 
RSE PO sevieccctcndaccdab adavdnakiadbbdesctabcsuboecusnened 21 
IE. is, ciccnspocesinein gus amunnebingmabacadieaaasaaenedente ll 6.0 
EQUI 5 - ooo oocsocccsccsscuscrseaeeniswywavenederewtewnsntntiaedawetiiicind 5 2.7 
ene sct died bien eS. 14| 100.0 


As indicated above, coal carried 80 percent of the added war load. 


THE HISTORY OF RESIDUAL FUEL OIL. ON THE EAST COAST IN WORLD WAR II 


It is desirable to still further narrow down the analysis of energy supplies 
and consumption in order to better understand the availability of the fuels. 
Thus, table 7 above shows supplies of residual fuel oil increasing 33 percent in 
coal-competitive regions in World War II, yet the facts show that practically 
all this was syphoned off for vessel use, including tankers and military uses, 
leaving a net deficiency at the war’s peak. This is set out in table 10. 


TABLE 10.—Sales of residual fuel oil by principal uses in PAW District No. I for 
selected years 


[Coal equivalent tons—millions] 





Year 
Principal uses 
1940 1942 1944 
(1) (2) (3) (4) 

1, Geek SiG CRG EE I tii a tit ca ik tee pee bine cbceeekdeah 5.6 4.6 6.0 
Sn OGIO WRT ak hdnininhaon smekeneavcnientanwiih’ 6.2 3.9 12.8 
3. WOOO 2852 eh ge SL sk, 2 x eA .4 .4 5 
4, Seshbere, mines and manufacturing industries.....................---.- 9.3 11.2 9.9 
IEE... asco aunlocedinuuahrernse add eamttbaante mete 6.6 6.9 5.4 
OD, FRET WI ine 2 ow ain cicaetbaeenis cbmayd aitubuinn Seep apne halecinmumn abies 1.0 1.9 5.5 
Fi Ce Coin ncrnnnncntinssaceicancabtnlsensesescmentbeaskiind 3.8 3.1 3.5 
8. I oinddineritinne«sigcsmigtilbimpialiitmtabicismnapiigpldlibiina apes sda | 32.9 32.0 43.6 

= SS>SS.-_OU_———=—SS ee 
9. Total, excluding vessels and tankers and military uses...........-. 25.7 | 26. 2 25.3 


PP sa U. S. Bureau of Mines Information Circular 7630, A Quarter Century of Fuel Oil Sales, January 


It will be noted that the total consumption of residual fuel oil in the markets 
set out declined some 3 percent in the first full year of the war as compared with 
1940. On the other hand, while it rose 33 percent of 10.7 million tons coal equiv- 
alent by the peak year of the war, 1944, yet 6.6 million tons of the increase was 
absorbed by vessels, including tankers; also, military uses rose 4.5 million tons, 
or a total for these two categories of 11.1 million tons. The net effect was to 
provide substantially no increases whatsoever to electric powerplants, smelters, 
mines, and manufacturing industries, heating oil users and oil company fuel in 
PAW District I. In short, excluding vessels and military uses, the supplies of 
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residual fuel oil at the peak of the war in the New England, Middle Atlantic, and 
South Atlantic regions combined, fell off from 1940. 


WORLD WAR II SUPPLY OF RESIDUAL FUEL OIL IN THE EAST NORTH CENTRAL, WEST 
NORTH CENTRAL AND EAST SOUTH CENTRAL REGIONS 


Referring to table 7, it will be noted that increases of 7 to 42 percent in the 
supply of residual fuel oil were experienced in the first year of World War II 
over 1940 in the coal-competitive areas outside of PAW District I. In 1944 these 
increases ranged from 31 percent in the West North Central to 81 percent in the 
East South Central. In actual quantities, however, these increases in energy 
supply were quite nominal. The 81 percent increase in the East South Central 
States between 1940 and 1944 represented a rise of only 600,000 tons of bitumi- 
nous-coal-equivalent. The 31 percent rise in the West North Central States rep- 
resented a rise of only 1.1 million tons bituminous-coal-equivalent and the 38 
percent increase in the East North Central States represented an increase of 3.1 
million tons. Combining the total coal-competitive States of the entire country, 
the rise in residual fuel oil supplies, exclusive of vessel fuel and military uses on 
the east coast, aggregated only some 4 to 5 million tons. This was an insignifi- 
cant amount in the total energy picture of the regions involved. 


SUMMARY OF FUEL INCREASES IN COAL-COMPETITIVE AREAS IN WORLD WAR II 


Taking again the coal-competitive areas (east of the Mountain States and 
excluding Texas, Oklahoma, Louisiana, and Arkansas), natural gas consumption 
rose between 1940 and 1942 from 33.5 million tons bituminous-coal-equivalent 
to 41.1 million. It reached 45.4 million in 1944.6 These represent increases in 
the coal competitive areas of 7.6 million tons bituminous-coal-equivalent in the 
first full year of the war and 11.9 million tons in the peak year. 

This increase of 12 million tons coal-equivalent for gas, when combined with 
the 15 million increase for residual, 1 million increase for other light oils, and 
no increase for kerosene, leaves a combined increase for gas and petroleum prod- 
ucts (excluding motor fuel) of but 28 million tons coal-equivalent. 

As previously indicated, some 11 million tons of this increased consumption 
went for military uses and vessel fuel on the east coast. This leaves but 17 
million tons bituminous-coal-equivalent of coal-competitive energy as the net 
contribution of oil and gas to the added energy needs of the civilian and indus- 
trial economy in the great industrial area east of the Rockies and excluding the 
four West South Central States. This compares with the increased supply of 
coal in this area of 170 million tons. 


RELIANCE OF ELECTRIC POWERPLANTS ON BITUMINOUS COAL 


The experience of World War II indictes that powerplants rely to an over- 
whelming degree on bituminous coal in wartime. There follows below in table 
11, the experience of the gas and electric powerplants for the World War II years. 

Comparative consumption is shown for bituminous coal, residual] fuel oil, and 
natural gas. 


Tas_eE 11.—Fuel requirements—Electric powerplant, United States 
[Coal equivalent tons—millions] 


United States Coal-competitive regions 
Year | 
Bitumi- Residual Natural Bitumi- Residual Natural 
nous coal!| fuel oil Gas nous coal! | fuel oil gas 
(1) (2) (3) (4) (5) OS spo 
Ween oe cekccgtbodensebaws 51.0 4.0 7.3 49.3 3.4 2.7 
WOR Lode li coos JEL 61.9 4.9 8.2 |- a Sei ctiaedmediied ed 
OE ge de swat e~agen@ deetennh 65. 6 3.7 9.5 64. 2 2.4 3.4 
a eh rve terug inane 76.4 4.3 Sede becca nines anee 
We teh ees nds ec cetaeee 78.9 5.0 14.4 77.7 3.5 3.8 
1 Includes lignite. 


Source: Federal Power Commission. 


* Cons tion in coal-competitive areas in 1939 aggregated 132 million tons bituminous- 
coal-equivalent. 
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The World War II experience, as indicated by table 11, is one of extreme 
reliance by the electric utilities on coal. Looking first at the Nation as a whole, 
in the first full year of the war coal consumption rose 14.6 million tons or by some 
30 percent. In contrast, residual fuel, oil consumption (including gas plants) 
declined by 0.3 million tons coal-equivalent. Natural gas rose by 2.2 million 
tons. Coal accounted for 14.6 million tons out of the 16.5 million tons of added 
consumption required by the utilities, or 88.5 percent of the total. 

If we turn to the peak war year we find coal accounting for 27.9 million tons 
of added fuel reqhirements out of the 36.0 million tons of increased consumption, 
i. e., 77 percent of the added wartime needs were met by coal. Residual fuel oil 
accounted for but 3 percent of these added wartime requirements and natural 
gas the balance, or 20 percent. 

The electric utility coal requirements rose 55 percent between 1940 and 1944. 
In 1953 they stood at 112.3 million tons. Taking this experience, a defense 
emergency in the near future would see a wartime demand for coal of 175 
million tons. 

If one excludes the gulf coast and Pacific coast areas where coal would not 
be a significant factor, and where oil and gas are in better supply, the critical 
importance of coal is dramatically revealed. Referring to column (5), table 11, 
bituminous coal consumption rose by 28.4 million tons in the peak year of the war 
and accounted for 96 percent of the increased total consumption. Residual 
fuel oil consumption rose only 0.1 million tons and gas 1.1 millions. 

This material indicates that neither on the Atlantic coast nor throughout the 
United States as a whole can residual fuel oil be relied upon to bear any signifi- 
cant portion of the added internal requirements of the Nation in wartime. 
Indeed, the experience with residual in any future conflict will probably be 
poorer than that of World War II inasmuch as the emphasis on jet fuels may find 
a larger part of the residual oil component of the barrel of crude drawn upon 
for direct military purposes. 


CONCLUSIONS 


The demands on bituminous coal in a major emergency may reasonably be 
expected to total 650 to 700 million tons annually. They could run higher. A 
minimum peacetime production to assure such level of output is not less than 
500 million tons. 


CHAPTER IV 
UNFAIR PRACTICES THREATEN THE EXISTENCE OF PRIMARY COAL MARKETS 


Only foreign oil’s import program, its refinery technologly, and its pricing prac- 
tices, coupled with the previous administration’s tariff and foreign trade 
policies, have been clearly directed toward the placement of the primary burden 
of the importation of oil products upon the coal industry of this country and 
the eastern railroads that depend heavily on the haul of coal. The full recital 
on this matter may be found in the testimony of coal and rail witnesses before 
the Committee on Ways and Means on H. R. 4294.1. The matters of major concern 
are set out below. 


SALES BELOW COST 


The practice of pricing residual fuel oil below the price of crude oil has been 
held by oil industry representatives not only to constitute a deliberate down- 
grading of the crude into residual fuel, but to be basically uneconomical.’ Yet 
this practice of selling the product far below the cost of the raw material aptly 
describes one of the basic characteristics of the competition foreign oil has forced 
upon the American coal industry. 

In the 22-year period between 1924 and 1946 the posted residual fuel oil prices 
(bunker “C,’”’ New York) averaged 114 percent of the price of crude in the gulf 
coast fields. In the first 3 postwar years, 1946-48, when residual fuel oil im- 
ports took a sharp upward turn, prices on residual at United States refineries 
averaged 94 percent of crude oil prices.* In the following 4-year period residual 
imports rose by leaps and bounds—45 million barrels in 1946, 53 million in 1948, 
75 million in 1949, 128 million in 1952, 136 million for 1953, and now close to 132 
million for 1954. 


1 Transcript of Hearings, May 12-13, 1953, p. 1015-1219. 

2¥rom statement introdvrced by Eugene Holman, President, Standard Of] Co. of New 
Jersey. in hearings H. R. 4294. Transcript RP. 1259, 1265-66 

% Report of the Committee on Bunker “C” 
December 9, 1952. 


Fuel Oil of the National Petroleum Council, 
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The sharp increase in the residual imports of 1949, a recession year, saw 
refinery prices on residual drop to a historic low of 57.9 percent of the price of 
crude oil. In the period 1949-52 residual prices ranged between 57.9 percent and 
72.5 percent.‘ This is the inevitable outgrowth of the “forcing of the market” 
with supplies vastly in excess of the market’s normal growth or what the market 
will absorb at economic prices. 


RESIDUAL PRICE SLASH IN 1952-53 


The electric utilities are now coal’s major market. In 1951 residual fuel oil, 
principally of foreign origin, held 97 to 100 percent of the utility market in Maine, 
New Hampshire, and Vermont, 55 percent in Massachusetts and Rhode Island 
and 37 percent in New Jersey. . Yet, to force these and other heavy fuel markets 
still further, and in the face of the severe uneconomic downgrading already 
existing, posted prices on residual fuel oil were suddenly slashed mid-1952 and 
early 1953 by 45 cents a barrel and in some areas the price concessions were even 
more severe. 

In the same period the administration under the 1952 Supplementary Trade 
Agreement with Venezuela, effective October 11, 1952, reduced the tariffs on 
residual fuel oil from an average of 16.2 cents per barrel (average under tariff 
quota) to the present 514 cents per barrel. In coal equivalent this represented 
a reduction from 68 cents a ton to 22 cents a ton, or 68 percent. The correspond- 
ing reduction on crude oil was from 16.1 cents (under tariff quotas) to 9.6 cents.° 
Only the heavier crudes under 25-degree gravity (and with a higher yield of 
residual) were given the full tariff concession accorded the residual oil imports. 
The “prohibitive” duty of 52.5 cents per barrel on gasoline was left unchanged in 
the agreement. 

Following these developments in late 1952 and early 1953 the imports of 
residual fuel oil quickly rose to historic highs. The ratio of the posted prices 
on residual oil (New York Harbor) to the field prices of crude at the gulf coast 
plus tanker charges to the east coast left the selling price at less than 60 percent 
of cost... The comparisons are similarly startling if one substitutes Venezuelan 
crude oil prices. 


SALES OF OTHER OIL PRODUCTS SUBSIDIZE RESIDUAL SALES 


At the time the east coast residual fuel oil prices were cut 35 cents from 
$2.45 to $2.10 per barrel, August 1952, the prices for the household and light 
commercial heating oils (Nos. 1 and 2) rose at Boston, New York, and Balti- 
more the equivalent of 33 to 47 cents a barrel.’ Chicago prices on these house- 
hold fuels remained unchanged. As these products all come from a common 
barrel of crude, the effect was to force one group of petroleum consumers to 
subsidize the severe price cuts found necessary to dispose of the excessive 
supplies of residual fuel oil being pumped into what had hitherto been coal 
markets. 


DUMPING 


Webster’s dictionary defines dumping as selling in quantity at a very low 
price or practically regardless of price. The foreign oil industry itself defines 
uneconomic pricing on fuel oils as pricing this oil below the price of the crude 
oil. 

The practices described above and repeatedly resorted to by foreign oil can 
only be described as “dumping.” They violate basic precepts of fair trade legis- 
lation such as Federal Trade Commission Act and the Robinson-Patman Act. 
They uniquely single out coal markets for this type of competition, a point dealt 
with at length herein below. 

Based on the current rate of residual fuel oil imports so far in 1954, this 
year’s imports will stand at 295 percent of the 1946 level.” This is in contrast 
to the rise in the energy market for fuels in the United States (excluding motor 
fuel) of but 16 percent since 1946.” 


* Report of = Committee on Bunker “C’’ Fuel Oil of eg ee Petroleum Council, 
December 9, 1952. Hearings on H. R. 4294, May 12, 1953, p. 1116. 

5 Based on oo of crude oil panerts over the last 3 months a 1952. 

® Hearings on H. R. 4294, May 12, 1953, p. 1117. 

7¥From Bureau of Labor Statistics : transcript, H. R. 4294, p. 1118. 

® Transcript H. R. 4294, pp. oe 266. 

® Bureau of Mines and A. P. I. figures. 

1 Hearings H. R. 4294, p. F108 
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MYTH OF “MEETING THE DEMAND” WHERE PRICE IS NO OBJECT 


The basic explanation offered by foreign oil is that it is “meeting the demand.” 
Such explanation is specious when one finds that to meet the so-called demand 
the sales of residual must be made at levels up to 40 percent or more below 
costs, or to use the oil industry’s explanation, at levels which are basically 
uneconomic. With economic costs ignored and subsidization from other petro- 
leum products, the “demand” for residual fuel oil conceivably would only be 
fully met when the last ton of industrial and commercial coal has been displaced 
on the Atlantic seaboard. Such ways of doing business have long since been 
heavily frowned on by American business. The oil industry, as will be developed 
later, obviously frowns on them as they might apply to its own gasoline and 
home-heating oil markets. 

EXPLOSIVE EFFECT OF TYING EAST COAST IMPORTS TO TOTAL UNITED STATES ENERGY 
REQUIREMENTS 


The second justification for the practices described above is that residual fuel 
oil sales are just increasing with the increase in the energy market of the United 
States. Foreign oil hastens to point out that the annual increase in the United 
States’ use of heavy fuel oil over the period 1946-52 was but 14 million tons 
coal equivalent, and that this increase is proportional to the percentage rise 
in the Nation’s requirements for fuel energy from all sources.” 

It would be difficult to find figures more subject to mistinterpretation than 
the foregoing. Apparently this is foreign oil’s “quota system” for residual fuel 
oil imports. It was stressed in its testimony and applied as a matter of fact 
over the postwar years. Its continued application can only mean the complete 
strangulation of the coal industry on the east coast as a few facts make clear. 

Since 1946 and 1947 the sales of residual fuel oil have been on the decline 
elsewhere in the United States than on the east coast, the reduction between 
1946 and 1953 being the equivalent of 7 million tons of coal. The net growth 
in the annual residual fuel oil demand in the United States between 1946 and 
1953 was 76 million barrels, or 18 millions tons in coal equivalent.“ With the 
United States market, exclusive of the east coast, showing a decrease of 7 million 
tons, but the total United States market rising 18 million tons, the east coast 
alone had to have a rise in sales of 25 million tons coal equivalent (7 plus 18). 

Furthermore with residual from domestic oils being increasingly pushed out 
of the east coast market the rise in residual from foreign crudes was necessarily 
much greater, i. e., 30 million tons coal equivalent.” 

Foreign oil is apparently undertaking the task of maintaining the sales of 
residual fuel oil in the entire United States on a par with the Nation’s energy 
growth, at the same time making good all diversions from residual to diesel oils, 
etc. Furthermore, it is achieving their quota objective through imports laid 
down wholly on the east coast and in coal’s markets. 

This means, in effect, that whenever a railroad in the Southwest or on the 
Pacific coast replaces an oil burning locomotive with a diesel locomotive the 
domestic oil industry not only furnishes the new diesel oil but the foreign oil in- 
dustry imports into east coast markets the equivalent of the residual oil dis- 
placed. Wherever a Midwest city with a plant making. manufacturer gas from 
heavy fuel oil shifts to natural gas, east coast residual supplies must again be 
stepped up to offset the loss. Whenever the watergates are opened on a big 
hydroelectric project in the Northwest and the electricity starts to flow, more 
residual from Venezuela or the Netherlands West Indies must be rushed into he 
east coast markets to keep the national consumption of this fuel in its his- 
torical relation to the total United States energy market. 

The explosive rate of growth in residual fuel oil consumption required on the 
east coast is not difficult to see. It helps explain why residual imports on the 
east coast have risen today to a dizzy 295 percent of the 1946 figure whereas 
United States energy demands are up less than 10 percent as much. 

In tonnage figures residual fuel oil annual imports have risen from 11 million 
tons coal equivalent in 1946 to 32 million tons in 1954. If one includes the residual 
oil refined on the east coast from foreign crudes, the rise is from 17 to 47 million 
tons. These imports are not being spread over the country but are being dropped 
into coal’s primary markets on the east coast. It is obvious that with a con- 


1 Hearings H. R. 4294, p. 1263. 4.167 barrels residual to 1 ton coal. 
722 Bureau of Mines, MMS 2188; Information Circular 7630. 
2%. S. Bureau of Mines. 
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tinuation of these policies and market programs by foreign oil, and with price 
no object, coal must be driven off the market. 


FOREIGN OIL’s DOUBLE STANDARDS ON IMPORTS 


In contrast to the foregoing the total United States imports of other petro- 
leum products, motor fuel, kerosene, and home-heating oils (distillates) etc. 
which constitute some 72 percent of the United States market, actually declined 
between 1946 and 1953. The decrease was some 8 percent. In 1953 they 
amounted to about 1 million tons coal equivalent, a negligible quantity.“ It is 
obvious that foreign oil’s policies in these markets are greatly different from 
those applied to residual fuel oil. 

During the recent hearings on H. R. 4294, Mr. Sidney A. Swensrud, chairman 
of the board of the Gulf Oil Corp.” in answer to a question as to whether gaso- 
line is-imported;*stated, “Well, there isn’t much gasoline shipped from Vene- 
zuela into the United States, because the duty on that is prohibitive.” 

It appears that foreign oil has two policies, one based on prohibitive tariffs 
on petroleum products produced in foreign refineries which would compete with 
a huge home market such as motor fuel, and a second and radically different 
policy that applies to foreign products that compete with the coal industry. 
The doctrine of “supplanting” other fuels is reserved for the coal industry. The 
interest of oil in free trade principles apparently is sharply circumscribed. 


BACKWARD OIL TECHNOLOGY IN VENEZUELA ANE NETHERLANDS WEST INDIES 


Foreign fuel oil imports maintain a rate of growth far in excess of the growth 
of the energy market. In 1953 the United States demand for petroleum products 
consisted of 20 percent residual fuel oil and 80 percent gasoline, kerosene, light 
heating oils, diesel fuel, etc. The free world demand in 1951 was 30 percent 
residual and, if one excludes the United States, 41 percent residual.“ The free 
world demand in 1953 was 29 percent residual, and excluding the United States, 
was 40 percent.” The rise in the free world demand for petroleum products 
following the outbreak of hostilities in Korea (1951 over 1950) went 26 percent 
to residual fuel oil and 74 percent to motor fuel, kerosene, and distillates, in- 
cluding diesel fuel.” 

Yet the two producers who primarily control Venezuelan production, Standard 
Oil (New Jersey) and Royal Dutch Shell, are turning out for world markets 
over 61 percent residual of crude runs to stills at their Venezuelan and Nether- 
lands West Indies refineries. This is an increase of some 1 percent over their 
1946 experience.” 

This gives no evidence of attempting to meet the evolution in world demand, 
of obtaining the maximum possible purchasing power from Venezuelan petrol- 
eum, of building up refinery capacity to meet the fuel needs of this country or 
any other free country in wartime. Nor does it conform with conservation 
principles toward putting the petroleum reserves of the world to their highest 
uses. Venezuelan and the Netherlands West Indies refineries do not produce 
the oil products world markets demand. 

In the light of the foregoing the dumping and undercutting and other practices 
surrounding the. sale of foreign residual fuel oil on the east coast becomes the 
more unjustifiable. 

Venezuela herself is aware that her crudes can be very substantially upgraded 
as revealed in a report of her Ministry of Mines and Hydrocarbons in 1952.” 
The finding was made that Venezuelan crudes, which average 24-25 degree grav- 
ity can, by mild cracking, be made to yield but 40 percent residual or close to 
the world demand. 

The effect of the outbreak of hostilities in Korea on the free world demand 
for petroleum products, Venezuela’s response thereto, and where her products 
principally went, is of interest. The hostilities had the effect of increasing the 
free world demands, 1951 over 1950, by 352 million barrels of which 26 percent 


14 Bureau of Mines Monthly oe Statements, 296 and 373. 
% Hearings on H. R. 4294 1251. 
%6 Bureau of Mines Month ly Petroleum Statements, a Petroleum Statistics. 
S ee of Mines eee troleum Statistics No. 67 (1953). 
on H. 488 1092 and 1132. Bureau of Mines World Petroleum ae 
tics wee on and 52 (i961 1952) ; Bureau of Mines International Petroleum Trade, vol. 
p. 112 and vol. 7, p. 134 (1946) 


1° Bureau of Mines, World Pelectouin Statictics No. 67 (1953). 
® Petroleas Crudes. De Venezuela y Otros Paises, 1952, p. 7. 
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was residual and 74 percent other products, motor fuel, kerosense, distillates 
and lubricants. Venezuela (including the Netherlands West Indies) increased 
her output of petroleum products by 59 million barrels consisting of 74 percent 
residual and 26 percent motor fuel, keorosene, etc. or just the reverse of the 
world demand. Venezuelan oil is literally downgraded into coal to compete 
thousands of miles away in coal’s own backyard.” 


PRICE IS SECONDARY WITH FOREIGN RESIDUAL 


As will be mentioned later, foreign residual oil prices have been exceedingly 
erratic. If one takes the average March quotations since 1948 when wholesale 
prices in this country first became stabilized on a postwar plateau, residual fuel 
oil prices, New York Harbor, have fluctuated an average of 12 percent annually. 
The corresponding fluctuation of bituminous coal prices f. o. b. the mines where 
industrial consumers make their purchases is under 2 percent. (Bureau of 
Mines average realization) 

Coal prices are intensely competitive. They are closely geared to the going 
labor rates arrived at under the now well recognized institution of collective 
bargaining, and to transportation rates set by agencies of the Federal and State 
Governments. Coal is thus peculiarly vulnerable to foreign oil tactics where 
prices are secondary to the disposal of the product. 


COAL IS DENIED ITS DAY IN THE MARKET PLACE 


The wheat farmers, cotton growers, dairy interests, and even the domestic oil 
industry with its vast motor fuel market (gasoline) have felt they could not 
cope with such situations as coal here faces and have sought and obtained mar- 
ket protection and stability which for the most part goes far beyond what coal 
seeks. 

For the various reasons here set out the coal industry believes the residual 
oil imports, present and potential, and the pricing tactics and policies used by 
those selling the foreign oil deny the coal industry that minimum degree of 
economic stability and equality of opportunity that generally characterizes 
trading in the market places of this Nation; and which the business community 
of this Nation has accepted both by Government statutes and trade customs. 

The coal industry is caught in a squeeze play between the pressures of our 
home institutions (collective bargaining, Government-initiated welfare pay- 
ments, rigid regulation of coal freight rates) which largely govern its supply 
costs, and the demoralizing price-cutting and dumping practices which charac- 
terize its foreign oil competition. 


CHAPTER V 


THE CoAL INDUSTRY Has BEEN SEVERELY INJURED By RESIDUAL Or IMPORTS 


Foreign oil’s protestations that its residual oil imports are not significant to 
the coal industry are belied by the facts. These 1954 imports entering the east 
coast totaled 32 million tons coal equivalent. In addition must be considered 
some 15 million tons of residual fuel oil refined from foreign crudes, giving a total 
entry of heavy fuel oil from foreign crudes of 47 million tons coal equivalent. 
Also in the supply picture are 3 million tons of residual refined on the east 
coast from domestic crudes and 14 million tons received from gulf coast re- 
finereies. The total current rate of supply on the east coast thus consists of 
“foreign-origin” residual totaling 47 milion tons coal equivalent and the “do- 
mestie origin’’ residual totaling 17 million tons. The combined total is 64 
million coal equivalent tons.’ 


RESIDUAL IMPORTS HEAVILY DISPLACED COAL 


In 1953 the vessel market took 11 million tons of residual fuel oil in coal 
equivalents, oil company fuel absorbed some 5 million tons, and railroads and 
miscellaneous took another million, or a total of about 17 million. These 
figures have varied but little in recent years. The remaining consumption 
amounting to 47 million tons is directly competitive with coal. It includes 
electric and gas utilities, smelters, mines and manufacturing, the heating oils 


21 Hearings on H. R. 4294, p. 1182. 
1 Bureau of Mines Monthly Petroleum Statements, and A. P. I. Statistical Bulletins. 
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and military uses, the latter being a very minor part of the total. This 47 
million tons measures the amount of residual fuel oil refined from foreign 
crude. It also broadly measures the residual fuel oil available after satisfying 
the preferred uses of the fuel such as in ship bunkering. The greater part of 
this residual fuel oil, and certainly that which is represented by the direct 
imports (32 million tons coan equivalent), may be taken as that primarily 
displacing coal. 

The general contention that coal has had nothing to fear from foreign oil and 
that its current troubles lie somewhere than with residual imports is a master- 
piece of misstatement. As developed elsewhere herein, competitive coal con- 
sumption in the east coast States has not only failed to participate in the 
energy growth of the area since 1946, but has declined by some 20 million tons. 

One cannot inject tens of millions of tons of a competitive fuel into a common 
market without a heavy displacement of the existing fuel and, of even greater 
importance, a syphoning off of the normal year to year growth of the market. 


A comparison of 1946 with 1948, and 1951 (Korean activity) and the current 
1954 figures follows: 2 


East coast supply of resodual fuel oil 
[Coal equivalent tons—millions] ! 


| 
Total Residual bet 
Residual | foreign- | from do- Total ore! ~ 
imports | origin re- mestic | supply “ab 
sidual 2 crudes total 
(3)+(5) 


(3) (4) (5) (6) 
1 4.167 barrels per ton of coal. 
2 Includes residual fuel oil refined at east coast refineries from foreign crude oil. 


Several things here stand out. Residual imports and foreign-origin residual 
have compounded at the expense not only of coal but also of residual refined 
from domestic crudes. Foreign-oil supplies at 73 percent of the total now domi- 
nate the market and the pricing. The supply of residual fuel for vessel use and 
other preferred uses is a very minor part of the total picture. Whatever part 
of the demand there may be that is not competitive with coal, it is broadly cov- 
ered by the supply of residual fuel oil from domestic crudes (column 4 above). 
The direct residual fuel-oil imports plus the tons of refined on the east coast 
from foreign crudes (column 3) constitutes coal’s direct competition. 

The rate of growth of residual imports has far exceeded the growth in the 
energy market as evidenced by the chart on next page. 


26 
27 
22 
21 
21 
17 | 





THE OIL INDUSTRY ADMITS COAL AND RESIDUAL SERVE COMMON MARKETS 


The oil industry in its testimony on H. R. 4294 stated that: “Heavy fuel oil is 
used principally to power ships, heat apartments and other large buildings, and 
to burn under boilers in factories and central generating stations.’ 

Aside from the powering of ships which is shown to account for but a minor 
part of the total east coast residual fuel oil demand, and which has changed but 
little in the postwar period, it would be difficult to find a better description of 
coal’s own commercial markets on the east coast than that given above. 

To sum up, residual imports directly supplant coal. The loss of 16 million 
tons of coal markets following 1948 was directly traced to 233 large and small 
manufacturing plants which had switched to residual fuel oil. The rise in the 
sales of residual fuel oil in New England has been closely paralleled by the decline 
in the sale of bituminous coal.‘ 


2 Hearings on H. z 4294, p. 3133; note footnote on p. 39. 
3 Hearings on H. R. 4294, p. 1266. 
* Hearings on H. R. 4294° p. 1108, 1110. 





1456 TRADE AGREEMENTS EXTENSION 


Trend of Residual Fuel Imports Commred With Bituminous Coal 
Industrial Production, and the Competitive Enerey Market 310 
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Source: Energy market excludes gasoline, Residual fuel oil and coal projections 
based on experience to date, 1953. Underlying data Federal Reserve Board 
and U.S. Bureau of Mines. 


All these facts obviously belie the contention that residual fuel-oil imports have 
been a minor factor to the coal industry. 


COAL ALREADY FACES TRYING CONDITIONS 


The coal industry has seen a large part of its World War II market disappear, 
most of it permanently. Even though the rail market be returned to coal 
through the gas turbine, the coal consumption would not exceed the present 
diminished levels. Natural gas as a commercial and domestic heating fuel is 
here for a long period, as are also, of course, the lighter heating oils. The post- 
war resurgence of coal mining in other nations, particularly Europe, was to be 
expected with its consequent effect on coal overseas exports. However, the 
rapid postwar growth of petroleum refineries in Europe was not fully foreseen, 
nor was the movement now evident in one major European nation, to build up 
dollar reserves by sharply curtailing licenses to import American coals. 

Thus the coat industry has gone through serious dislocations involving the 
postwar curtailment of its production by over 200 million tons in the postwar 
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period, or by one-third.’ This cut in coal production has the energy equivalent 
of 2.5 million barrels per day of crude oil. At the current crude oil output of 
about 7 million barrels per day this contraction in coal has been roughly the 
same as shutting down about 36 percent of the total oil production of this 
country. 

The greater part of the contraction has resulted in a shift from coal as the 
basic supplier to the oil industry as the basic supplier. Thus dieselization has 
shifted the powering of America’s railroads primarily to diesel fuel, and the 
advent of the large diameter high-pressure pipelines has turned huge markets 
over to natural gas, the field supplies of which are primarily furnished by the oil 
industry. 

To the extent such competition is based on sound economic supply costs, and 
represents the most efficient utilization of the natural resources, and is in accord 
with defense needs, no valid objections can be raised. This is a far cry, however, 
from using the east-coast coal markets as a world dumping ground for the excess 
production of residual fuel oil. 

With conditions in the coal industry already soft, employment down over 
200,000 in the postwar years, and profits in many areas near the vanishing point, 
the continued unloading of tens of millions of tons of heavy oil—unwanted else- 
where at subsidized prices—violates all sense of balance and proportion. 


OTHER EFFECTS OF RESIDUAL COMPETITION 


The losses in 1954 due to the residual fuel oil imports running to some 32 
million tons coal equivalent have caused a backing up of coal supplies and a 
softening of coal markets which reaches well into the midwest. Domestic re- 
sidual fuel oil has similarly felt the impact. 

The production of sized or double-screened coal for retail and commercial 
markets entails the production of almost equal tonnages of screenings or fines 
which can be disposed of only to heavy industry and the utilities. The loss of 
millions of tons of industrial market for these ‘fines’ on the east coast thus 
seriously raises the cost of, or even precludes, the coal producer from partici- 
pation in markets for an equal tonnage of sized coals. 

The coal industry is asking a quota limitation on the direct importation of 
residual fuel oil. The annual injury to coal as a result of its displacement by 
32 million coal equivalent tons of direct residual imports may be summed up as 
follows: ° 

1. Bituminous coal sales, $153 million. 
2. Full-time miners made idle, 19,000. 
3. Miner’s annual wages lost, $74 million. 

Over and above the foregoing is the continuing uncertainty facing coal and rail 
managements in their programing of capacity, financing,.employment, develop- 
ment of reserves, research, etc. The industry should not be left exposed as it 
now is to the pressures and arbitrary and self-serving actions of the foreign oil 
interests. 

UNEMPLOYMENT AND DISTRESS IN COAL 


Total employment in the coal industry has declined since 1950 from over 400,000 
ment in 1950 to 300,000 in 1953 and 214,000 in 1954. The number of bituminous 
coal mines has dropped from 9,429 in 1950 to 7,000 in 1953 (Bureau of Mines) 
and the decline is rapidly continuing. These figures represent extreme depres- 
sion in a nation which is basically prosperous. Such widespread conditions in 
mining areas are reminescent of the depression of the 1930's. A survey by in- 
dividual companies indicates that a great part of the miners displaced have been 
unable to find other employment. Even school-lunch programs have been affected 
in some mining areas as children of miners increasingly depend on the free food 
here provided. A report from a county official in east Kentucky indicates the 
deplorable conditions : 

“I have purchased more clothing, furnished more medicine and hospital care 
this year than during any year in the past 8 years. There bas been an average 


of 15 persons daily asking me to furnish enough work to kee» their children in 
school * * *,” 


5 Bureau of Mines. 
* Bureau of Mines and API bulletins. 
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A county school superintendent reported : 

“The number of children able to pay for the school lunch has decreased sub- 
stantially. There are many more requests for free lunches than individual 
schools can grant. Our teachers and workers in the field daily receive requests 
for clothing, any kind of clothing, to keep the children warm. Our investiga- 
tion of the families shows their condition is desperate. Daily appeals are being 
made to this office by parents seeking ‘State’ money, not because they have heard 
it is available, but they are looking for a little help for the necessities of living.” 

Statistical reports of the Department of Labor indicate that all substantial 
coal-producing areas are classified in group IV—areas of substantial labor sur- 
plus. Percentages of unemployed among the total nonagricultural labor force 
in these areas ranges from a low of 10 percent to a high of 31 percent. 

Department of Labor statistics show that the loss of coal-mining jobs has 
contributed heavily to the serious unemployment problem.' In appendix B 
hereto, table 18, are shown the changes in employment by mining districts, 1954 
over 1953. Thus, declines of 19 percent to 57 percent in mining employment in 
10 districts marketing their coal on the east coast have brought attendant 
declines in the total wage and salaried employment of the communities by 8 
percent to 14 percent. Ten mining areas of West Virginia showed declines in 
mining employment of 14 to 48 percent. The accompanying drop in total non- 
agricultural employment ranged from 4 to 19 percent. In comparison, employ- 
ment nationally was only down 0.4 percent in October 1954 over 1953. Depart- 
ment store sales in mining communities were down 10 to 20 percent compared 
to a 3-percent drop nationally. 

These figures (appendix B) stand out starkly with other data as indicative 
of the depression in the coal-mining industry and the concurrent effect upon 
the community life of a large part of central and western Pennsylvania and 
West Virginia. 

CHAPTER VI 


THE Rar. Inpustry Has BEEN INJURED 


Coal is the major economic justification for such roads as the Baltimore & 
Ohio, Chesapeake & Ohio, Norfolk & Western, Pennsylvania, Virginian, Louis- 
ville & Nashville, and others.’ Their whole economy has been built around coal. 
A major loss in coal tonnage would have immediate repercussions upon the 
earnings, net income, and even the solvency of these railroads. The imports of 
residual fuel oil have occasioned losses in revenue to these roads of almost $90 
million annually, and loss in wages to railroad workers amounting to over $40 
million. 

During 1954 a total of 40,171 serviceable coal cars were idle,’ almost all of 
which can be accounted for by the inroads of foreign residual fuel oil in the 
amount of 47 million tons coal equivalent.’ The investment here placed in dis- 
use totaled near $250 million. Idle railroad facilities result in more expensive 
railroad transportation for the general shipping public.‘ 

In 1953 the railroads incurred a deficit in their passenger train service opera- 
tions in the hauling of passengers, mail, and express of $705 million.’ The Inter- 
state Commerce Commission has repeatedly held that the losses incurred in the 
passenger train operations must necessarily be passed on to the freight service in 
the form of higher rates and charges. Cost studies and statements prepared by 
the Commission’s staff show that coal traffic, with its heavy volume, has in 
recent years been bearing more of this passenger burden than any other major 
group of commodities, such as the products of agriculture, the products of for- 
ests, or the combined steel products. The domestic oil industry with most of its 
movement by pipeline or water carrier makes but little contribution to this 
“social burden.” Foreign residual oil makes none at all. 

There is another vital aspect to the injury residual fuel oil imports have 
occasioned the railroads. The rail industry cannot be employed on an emergency 
standby basis. Like the coal mine, it cannot be turned on and off like a water tap. 

If the peacetime traffic is not present the carriers have no financial means 
of owning and maintaining idle car and locomotive equipment as a hedge against 
emergencies. Coal equipment retired is not replaced if there is no assurance of 


1 Bureau of Mines and ICC data. 


*Car Service Division of the A. A. R. Average daily surplus of hopper cars, 1954. 
% See appendix A for residual from foreign crude oil. 

* Hearings on H. R. 4294, p. 1212. 

5ICC Monthly Comment On Transportation Statistics, June 14, 1954, No. 8. 
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continued coal movement. Since 1946 the movement of coal to the Atlantic 
seaboard destinations has declined 30 percent whereas residual fuel oil imports 
have trebled.* Such a violent and sudden change in the demand for coal in one 
of its vital markets is bound to cause injury to the railroads as well as the coal 
industry. It means an uneconomic use of the transportation facilities. 

The rail plant has invested at least $2 billion for the purpose of providing cars, 
locomotives and other facilities to haul coal.* Idle plant and equipment will 
mean higher transportation costs for the general shipping public. 

A reciprocal trade policy which injures our only means of mass transportation 
is shortsighted and fundamentally wrong. 

In World War II the peak year 1944 saw an increased demand for all coals 
over the prewar year 1940 in the amount of 170 million tons. This is a one-third 
increase over prewar. Unless the rail industry has the physical capacity and 
financial stamina to efficiently handle such demands when called upon the 
security of the Nation will be seriously jeopardized. In time of global conflict 
the normal flow of fuel supplies by ocean tanker cannot be expected. 


CHAPTER VII 


BENEFITS OF RESIDUAL FUEL O1L IMPORTS ARE ILLUSORY 


An analysis of the various objections to a quota on residual fuel oil imports 
indicates that most if not all are based on a lack of knowledge of the facts. 

Among the arguments most frequently offered, particularly by New England, 
is that residual fuel oil imports bring reduced fuel and power costs, that a quota 
system will leave consumers in short supply of the heavy fuel oil, that fuel oil 
prices will be increased, that domestic residual fuel is unavailable, and that 
present users of the residual cannot convert. The charge that coal’s difficulties 
are in no manner traceable to residual fuel oil has already been dealt with. 
The contention that petroleum quotas would violate existing trade agreements 
will be discussed in the topic to follow. The remaining items are treated below.” 


RESIDUAL FUEL OIL IS NOT CHEAPER 


There is ample evidence that over the long run residual fuel oil has brought no 
net economies to the east coast consumer of heavy fuel oils. Where price 
concessions have been made they have been sporadic, very small percentagewise, 
and the benefits, to the extent they exist, have been offset by higher prices om 
other petroleum products such as gasoline and light heating oils. As the highly 
integrated oil industry obviously expects to be made whole (foreign and domes- 
tic) for the costs of crude oil, plus refining and transportation, price cutting on 
any one of the products must be recouped from others over a period of time. 

Pertinent here is the fact that the oil industry quite apparently believes that 
residual fuel oil prices in recent years have constituted an uneconomic down- 
grading of crude oils. In similar vein, a recent pronouncement of a representa- 
tive of the Venezuelan Government indicates that Venezuela holds the oil indus- 
try of that country to be national in spite of the fact that it operates with 
foreign capital; also that Venezuela is interested in getting the greatest possible 
profits from its oil resources.* The Economist (London) finds that ““* * * no 
Venezuelan administration has lost sight of the hard fact that the golden goose 
(oil) is.a bird to be squeezed but not decapitated.” * 

The foregoing makes clear that any long run price concessions on heavy fuel 
oil will be no lower than that just necessary to displace coal. 


PRESIDENT’S MESSAGE FINDS COAL CHEAPER 


The President’s message to Congress of August 29, 1952, in respect to the 
amendment of the reciprocal trade agreements with Venezuela went to some 
length to make clear that the tariff concessions granted Venezuela would affect 
coal rather than the domestic oil industry, that for the most part the east coast 
fuel installations can burn either coal or residual, depending on whieh is the 
cheaper, and that in recent years coal has been the cheaper.* This action of the 


*H. R. 4294, p. 1212, see popenti= A. 


1 Hearings on H. R. 4294, May 1953: House debate on bill as amended H. RB. 5894. Con- 
gressional Digest, July 23, 1953. . 
2 Hearings on H. R. 4294, p. 1129. 
8 Hearings on H. R. 4294, p. 1110. 
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President was scarcely made effective in October 1952, before foreign oil imports 
were stepped up to alltime highs and the prices cut up to $2 per ton coal equiva- 
lent with demoralizing effect on coal markets and coal production. 

A report of the Committee on Bunker “C” of the National Petroleum Council, 
December 1952, reports that residual fuel oil sales are made under great competi- 
tive obstacles. The report further found that residual fuel oil prices in the east 
have been in. close relationship to coal prices. Figures were quoted comparing 
No. 6 residual fuel oil with run-of-mine bituminous coal at Boston, New York and 
Baltimore and while not identical commercial equivalents they indicated an ex- 
tremely close price relationship. Over the period 1940-51 the residual oil prices 
averaged 103 percent of those for coal and for the postwar years 1946-51 they 
averaged 101 percent of coal.‘ 


STEAM-ELECTRIC PLANTS SHOW THAT RESIDUAL FUEL OIL OFFERS NO 
GENERAL PRICE ADVANTAGE 


Electric utility reports filed with the Federal Power Commission for 1953 show 
the average cost per million B. t. u. for the 58 fuel-burning powerplants in 
New England to be as follows: Coal 36.6 cents, and residual fuel oil 34.4 cents. 
If one singles out the States or markets more directly served by ocean tankers, 
the figures are: Rhode Island—coal 34.3 cents, residual 34.4 cents ; Connecticut— 
coal 36.3, oil, 36.6; New York City (metropolitan area plants)—coal 36.9 cents, 
oil 34.2 cents; Philadelphia (metropolitan area plants)-—coal 34.3 cents, and oil 
33.8 cents. Taking the Middle Atlantic States of New Jersey, New York and 
Pennsylvania combined, figures for 109 utility plants were: Coal 39.6 cents and 
residual fuel oil 33.2. Excluding the coastal metropolitan areas referred to, 
utility coal prices in New York State averaged 32.5 cents and in Pennsylvania 22.3 
cents.* 

The foregoing should dispel the myth that residual fuel oil, downgraded though 
it be, offers significant long-term price advantages that coal can’t offer under 
normal market conditions. It also demonstrates that basically it is the severe 
competition within the coal industry itself that is the economic governing factor 
and balance wheel for heavy fuel oil prices on the east coast. 

Foreign oil market tactics include sharp price cuts of varying duration as 
foreign supplies of residual are dumped at whatever price they will bring; they 
include the financing of customer concessions from coal to oil to be repaid out of 
the price of the oil over extended periods ; and they even embrace making of con- 
tracts which permanently fix the price of oil at some favorable relation to coal no 
matter what steps coal may take to recover the business.® These tactics may 
bring temporary price advantages to some consumers. Broadly viewed, however, 
oil prices have proven to be highly unstable and periodically demoralizing to the 
eastern coal markets without bringing the region any permanent savings. 

Whatever reductions in price heavy industry may have enjoyed, the net bene- 
fits to the economy were no doubt wholly absorbed by the offsetting rise in the 
prices on the more widely used petroleum products. Thus, when the price of 
residual fuel oil fell along the Atlantic coast last August from $2.45 per barrel to 
$2.10, a cut of 35 cents, the prices of the household and light commercial heating 
oils (Nos. 1 and 2) rose almost simultaneously at Boston, New York, and Balti- 
more, by the equivalent of 33 to 47 cents per barrel.’ Chicago prices remain 
unchanged. 

The downgrading or dumping of foreign residual fuel oil occasions an equal 
downgrading of residual fuel oil refined from foreign crude in this country and 
a downgrading of the domestic crudes. These latter supply over half of the cur- 
rent consumption of residual on the east coast and of course, are subject to the 
same “dumped” prices as is the foreign residual. The end effect of international 
oil policies is to shift the burden of crude petroleum costs, refining and transporta- 
tion from the heavy industrial fuel:oil to the lighter petroleum products such as 
gasoline and the home-heating oils. Such shift in price emphasis is forced upon 
the domestic oil industry throughout the eastern seaboard. 


4 Hearings on H. R. 4294, p. 1119. 
5 From annual utility reports form 1 to the Federal Power Commission. 
* Hearings on H. R. 4294, p. 1109. 

7 Bureau of Labor Statistics. 
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AMPLE FUEL FOR NEW ENGLAND 


The 1953 demand for residual fuel oil in New England totaled some 16 million 
tons coal equivalent.’ The east coast supplies available to meet these demands 
totaled 68 million tons coal equivalent.’ 

A review of 233 large consumers (16 million tons consumption) who switched 
from coal to oil at one or other time following 1948, indicates that by volume 
97 percent under present-day conversion practices could burn either fuel with 
little or no changeover problem.” For these consumers the changeover would 
be simply a matter of the immediate costs per B. t. u. of the respective fuels. The 
President’s message to Congress of August 29, 1952, referred to above, notes that 
for the most part the east coast fuel installations (and particularly power plants) 
can burn either coal or residual.” 

The larger New England consumers of residual fuel, industrial and institu- 
tional, are generally known to have made provision for the interchangeable use 
of both fuels as a result of the experiences in World War II when coastwise and 
Venezuelan tanker movements were interrupted and residual fuel-oil supplies 
cut off. 

The 1952 report of the Committee on Bunker “C” Fuel Oil of the National 
Petroleum Council found that the domestic refineries stand ready to increase 
the production of residual fuel oils to almost any level desired with little or no 
equipment changes. But even if no additional residual supplies were made avail- 
able from domestic refineries the east-coast demands of the small users who 
could not readily convert still would be covered many times over by the tonnages 
available under the quota. 

Foreign residual fuel oil does not add to the fuel supplies available to New 
England or the east coast. Apart from residual oil from domestic crudes, inex- 
haustible supplies of coal are available and would be made available to the 
consumers at stable prices if given a fair opportunity to compete. The Federal 
Power Commission records over the last several years of coal costs to hundreds 
of inland utility plants gives evidence of this. The national average price of 
coal at the mines has fluctuated within a 2 to 3 percent range since 1948. Coal 
asks only for a fair opportunity to compete. 


Cuaprer VIII 


INEQUITIES IN FOREIGN TRADE AGREEMENTS 


The contention that quotas on residual fuel oil would violate existing trade 
agreements begs the question inasmuch as the agreements are grossly discrim- 
inatory as between the domestic coal and oil industries. Some pertinent facts 
surrounding the supplementary trade agreement with Venezuela, made effective 
October 11, 1952, are set out below. 


WHAT VENEZUELA GAVE US 


The tariff concessions made by Venezuela are reviewed in the President’s 
message to Congress of August 29, 1952, which listed important items receiving 
new or improved duty concessions. They included apples, pears, dried vege- 
tables, wheat flour, wrapping paper, glass products, galvanized-iron sheets, enam- 
eled iron and steel manufactures, builders’ hardware, unassembled trucks and 
passenger cars, radio and television receivers, automatic refrigerators, electric 
motors, pumps, office and industrial machinery, generators, transformers, and 
many other items. It included, according to the President’s message, “* * * 
products of interest to practically every important group of U. S. exporters.” 
[Emphasis added. ]} 

In an address of April 27, 1953, the Honorable Walter Bedell Smith, Under 
Secretary of State, stressed the benefits of our exports to Venezuela, to quote: 
“Their purchases (from us) in 1952 totaled about a half-billion dollars. The 
Venezuelans earn this half-billion almost entirely from oil operations. In fact, 
Venezuela buys in nearly every one of the 48 States. All of us, in other words, 
benefited in some fashion or other.* * *'’* 


8 Bureau of Mines, MMS 2306. 

® See appendix A. 

1% Hearings on H. R. 4294, p. 1108. 
2 Hearings on H. R. 4294, p. 1110. 

1 State Department Release No. 214. 
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The foregoing tends to show the industries profiting from the concessions Vene- 
zuela gave this country. What did the United States concede in return? 


CONCESSIONS BY THE UNITED STATES TO VENEZUELA 


The United States gave Venezuela two things. The first was a binding of the 
existing duty-free entry of iron ore. Needless to say, to a nation badly in need 
of iron ore this hardly represents a concession by the iron and steel industry of 
this country. 

The second concession consisted of a 68-percent reduction in the effective duties 
being applied on residual-fuel-oil imports, and a much lesser percentage reduction 
on the crude oil being imported.? There was no reduction in tariffs on other 
petroleum products, some of which are now prohibitive. 

Thus, with Venezuela’s economy already booming, the coal industry of this 
country, primarily that in West Virginia and Pennsylvania, was required to give 
up a sizable share of its home market in return for benefits to others to be spread 
among the 48 States. The domestic oil markets, however, were carefully shielded. 

The only reference to coal in the President’s message was that in recent years 
coal had been cheaper than residual fuel oil and production was now up from 
1949 (a period of recession and work stoppages). At no place is there any refer- 


ence to fitness and economy (except the figure favoring coal) or to the doctrine 
of comparative advantages. 


FOREIGN OIL SHIELDED FROM ITS OWN IMPORTS 


The President’s message of August 29, 1952, specifically pointed out that domes- 
tic oil markets would be little disturbed : 

“Only the asphalt crudes, some of the topped crude and the residual fuel oil 
will pay the lower excise tax. Generally, imports of these heavier crude oils sell 
in markets different from those in which domestic low-gravity oils sell.” 

In an address before the oil industry, a few days after the supplementary 
Venezuelan trade agreement went into effect, the Chief of the State Department’s 
Petroleum Policy Staff was refreshingly frank on the subject.* He stated that 
the concessions granted Venezuela on heavy crudes and residual fuel oil were 
only made when it became evident that it represented “* * * the only possible 
way of concluding an agreement.” To which he added the plea : 

“I * * * ask you to bear in mind that the reduction to 5% cents per barrel was 
made only on those products which compete least with our own oil resources.” 

Such apologia, coupled with the recent testimony of the chairman of the board 
of the Gulf Oil Corp. that the reason this country does not import gasoline is that 
the tariffs are prohibitive (they were left unchanged at 52.5 cents per barrel) 
are extraordinarily revealing. They clearly point to the existence of double 
standards in foreign trade and tariff protection, 1 for coal and 1 for oil. 

The facets here cited cannot be reconciled with the statement of foreign oils’ 
principal spokesman, Standard Oil of New Jersey, that as to oil imports it does 


not believe in shielding any segment of the fuel industry from competition and 
evolution.* 


INVITATION TO IMPORT MORE OIL, ACCEPTED 


This invitation to Venezuela and the foreign oil interests, primarily Standard 
Oil of New Jersey and the Royal Dutch Shell group, to further take over the 
enst-coast industrial coal markets was quickly followed up. Imports of residual 
fuel oil in late 1952 and early 1953 rose to new peaks. As the market could not 
absorb the inflow, prices were first cut 35 cents a barrel and then by another 
10 cents and much oil was sold at even greater price concessions. Later, during 
1953, an upward adjustment of 25 cents was made, but it has not been sufficient 
to return to coal the huge defections made earlier in its markets. 


2Under the latest agreement the import duties on residual fuel oil dropped from 16.2 
cents under the former tariff quota rates to 5% cents, a drop of 68 percent, and the rates 
on erude oil were dropped from 16.1 cents to an effective 9.6 cents, most of the crude being 
25 degree gravity or above and hence subject to the 10% cent rate. The unanimous rec- 
ommendations by all members of the U. S. Tariff Commission that, as to tariffs, no reduc- 
tions should be made below 10% cents were ignored. 


3 Department of State Press Release No. 828, October 22, 1952. 
* Hearings on H. R. 4294, p. 1269. 
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INEQUALITY OF TREATMENT SHOCKS THE CONSCIENCE 


The issue quite evidently goes far beyond the matter of free trade against pro- 
tectionism. Many major domestic industries give support to the doctrine of free 
trade but do so only with the implicit understanding that whereas foreign mar- 
kets will be opened up to them, their home markets will remain protected. Sev- 
eral groups enjoy a three-way protection in the form of price supports, import 
quotas, and tariffs. 

New England opposes quota limitations on residual fuel oil but no doubt en- 
joys equivalent protection on a large number of the products she herself pro- 
duces. Venezuela herself imposes quotas and very high duties on products 
similar to those she domestically produces. 

The more one probes into the position, actions and interests of each group 
the more one becomes convinced that the major struggles is not between the 
principle of free trade and that of protectionism but between the haves and the 
have-nots. Those having advantages are adverse to give them up. But those 
single out to take the impact of trade concessions, whatever the economic rea- 
sons for some of them may be, cannot well remain silent under the inequities 
and the injustices forced upon them. 


PRESENT NATIONAL POLICY INVITES UNFAIR COMPETITION 


The present fuels policy of this Nation, for all practical purposes, consists 
of an admixture of highly discriminatory tariff actions by Government, market 
decisions on imports made by the international oil interests in their self-interest, 
and State and Federal legislation on allowable production and “hot oil” ship- 
ments. It adds up to a high degree of protectionism and monopoly for petroleum 
products as a fuel and extreme discrimination against coal. To illustrate: 

Gasoline is by far this country’s major petroleum product accounting by 
volume, for 45 percent of the total consumption of all petroleum products; yet 
the Government has fixed import tariffs on gasoline at what leaders in interna- 
tional oil admit is a prohibitive figure—52%4 cents per barrel.’ In contrast, 
the tariff on residual fuel oil has twice been severely cut and now stands at 
514 cents per barrel, a meaningless figure. 

Foreign oil market policy effectively bars the importation of petroleum prod- 
ucts other than residual fuel oil. Despite the fact that the United States market 
demand runs to some 77 percent gasoline, light heating and diesel oils, this coun- 
try’s importation of petroleum products runs to 93 percent residual and 7 per- 
cent all other. The 1953 east coast imports of gasoline were less than those 5 
years previous and accounted for less than one-tenth of 1 percent of the east 
coast consumption. In contrast, residual fuel oil imports over the same period 
rose 168 percent, and in 1953 accounted for 47 percent of the east coast con- 
sumption. Clearly, foreign oil protects its home markets. 

The oil industry has adopted the widely publicized policy that imports of oil 
should supplement but not supplant domestic oil production. But residual fuel 
oil imports flagrantly disregard the spirit of any such policy as applied to any 
other fuels (coal) ; indeed, international oil interests strongly resist any effort 
by coal to give some effect to this policy as it bears on coal, charging the latter 
with trying to protect itself from competition. 

The foreign oil industry is uniquely insulated in the domestic market from 
en excessive supply of crude oil it may bring to this country. Effective pro- 
tection against oversupplies of petroleum such as would depress the market is 
currently provided through State and Federal conservation laws permitting 
cutbacks of production at the well and restraining the movement of so-called 
“hot oil” in interstate commerce.’ The concepts of “conservation” and “waste” 
as here applied are generally interpreted to include petroleum supplies which 
would depress the market, and certainly such is the practical effect of their 
operation. Rising imports of crude oil which threaten to depress the domestic 
market are offset by production eutbacks enforced on domestic producers. 


CHAPTER IX 
ANSWERS TO INTERNATIONAL OIL 


The case for residual fuel oil and the international oil companies was pre- 
sumably set down in the booklet, Facts About Oil Imports, published by the 
Standard Oil Co. (New Jersey), (April 15, 1953). 


5 See testimony of ney Succes, chairman of the board, Gulf Oil Corp. 
ce Behavior in the Petroleum Industry, Yale’ University Press. 


* See Price Making and 
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First, and most important, Standard would have one believe that residual 
oil imports have had relatively little influence on coal output. Standard also 
contends that quota restrictions would injure the United States economy by 
reducing the purchasing power of other nations, would reduce the free world’s 
economic strength, disturb friendly nations, do harm to Venezuela which supports 
private enterprise, hamper military fuel supplies, injure a great many businesses 
now burning Leavy oil, raise the general level not only of fuel costs, but of the 
many goods and services. 

The statement that the heavy residual fuel oil has had relatively little effect 
on coal output is too absurd to receive serious consideration. Current imports 
of 32 million tons coal equivalent, of residual fuel oil (1954), when superimposed 
on 15 million tons refined from foreign crude oil results in an annual total 
of 47 million tons directly displacing coal. Whatever the noncompetitive uses 
of residual fuel oil may be such as in bunkering ships (11 millon tons coal 
equivalent) they are met by the east coast supplies from domestic crudes. The 
incremental supplies from foreign crude oils, spilling over into coal industrial 
markets, and recently running to some 47 million tons, is the true measure of 
the hurt to coal from oil imports. Such inroads run close to bituminous coal’s 
own share of the coal competitive industrial market along the east coast. The 
injury to the bituminous coal producing fields of Pennsylvania and West Virginia 
is extreme. 

The remaining allegations are answered at length in the parts to follow where 
their plausibility may be judged in the face both of the historic facts and world 
oil’s own actions and tactics in both domestic and foreign markets. It is enough 
to state here that the allegations of international oil are quite foreign to the 
facts. 

STATEMENT OF PRINCIPLES FOR WORLD OIL 


Standard’s statement of principles (p. 34-35) may also speak for the inter- 
national suppliers who bring oil into the United States. Standard holds for 
a free and growing international trade consistent with keeping strong those 
industries necessary to our country’s security. It has faith in the continuing 
growth of America and the contribution of foreign trade to this end; it sub- 
scribes to the National Petroleum Council oil policy statement (presumably 
including that about not supplanting domestic oil) and believes its import 
policies are in conformity therewith; as to oil imports, it does not believe in 
shielding any segment of the fuel industry from competition and normal eco- 
nomic evolution—rather national welfare should prevail; finally, it personally 
feels quotas on oil are now unwarranted and holds them to be against the 
interst of consumers, exporters, national defense, and free world strength. 

As to principles, this is a fine bill of goods and one to which coal itself might 
well subscribe if it could feel any confidence that it would be equitably applied. 
Bitter experience and hard knocks, however, have led the coal industry to 
the firm conviction that foreign oil’s interpretation of free trade and fair market 
competition is a far cry from domestic industry’s usual interpretation of these 
principles; that oil’s application of these principles apparently leaves but a 
limited place for coal; that oil alone seemingly wants to be the judge of 
whether in the face of pyramiding imports, the coal industry is sufficiently 
strong for our country’s security; that if oil is to be imported into America 
any shielding will be in oil’s own vast market for the lighter petroleum products. 
In short these principles were written for oil’s solid-fuel competitors. 


PROTECTION FOR OIL 


The following facts speak for themselves; in 1952 residual fuel oil accounted 
for 98 percent of the petroleum products imported into this country by foreign 
oil; while gasoline, kerosene, home heating oils, diesel fuel, lubricating oils, 
and all other products accounted for but 7 percent; this in the face of the 
fact that the United States wants (demands) for petroleum products in that 
year consisted 79 percent of the lighter oils and other products and but 21 
percent residual.’ 


2 Bureau of Mines, Monthly Petroleum Statement. 
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To all intents and purposes foreign oil has clamped a quota (voluntary) on 
the importation of petroleum products that would compete with its primary 
domestic markets, a principle that was respected in the 1952 amendment of the 
reciprocal trade agreements with Venezuela. 


VENEZUELA’S HIGHER VALUED PRODUCTS ARE EXCLUDED 


In 1948 Venezuela moved 102 million barrels of gasoline distillate fuel oils 
and kerosene to most countries of the globe of which 25 million (25 percent) went 
to the United Kingdom despite its own heavy interest in the Middle East oil. 
Denmark took 3.7 million barrels and Spain and the United States each 1.9 mil- 
lion or slightly under 2 percent each of Venezuela’s movements of these higher 
valued movements. 

If the foreign oil branch of the American oil industry wants to stimulate 
Venezuela’s purchasing power for American goods nothing would do it faster 
than to open the doors to an inflow of the products American consumers want 
most. As it is, the inflow seems to stand at the irreducible minimum trickle, 
although Venezuela has the necessary crude oils and favorable water hauls. The 
only conclusion is that foreign oil protects its own markets. 


VENEZUELAN CRUDE DOWNGRADED 


The United States 1952 demand for petroleum products, as I have just stated, 
runs to 21 percent residual fuel oil and 79 percent gasoline, kerosene, light heat- 
ing oils, diesel, etc. The world demand in 1951 (excluding Russia) ran to but 
30 percent residual, and the world, excluding the United States demand, to 
41 percent. 

Yet the two producers who primarily control Venezuelan production, Standard 
Oil (New Jersey) and Royal Dutch Shell turn out for these world markets 
products which as an average run 63 percent residual.® 

This gives no evidence of attempting to meet the evolution in world consumer 
demands,* of obtaining the maximum possible purchasing power for Venezuela 
out of her crudes, of building up refinery capacity to meet the fuel needs of the 
United States or any other free country in wartime. Nor does it conform with 


conservation principles toward putting the petroleum reserves of the world to 
their highest uses. 


DOWNGRADING IS UNECONOMICAL 


Such pricing does not represent true economic competition. According to 
Standard (New Jersey ),° to downgrade crude oil into fuel oil is: 


“* * * basically uneconomical so long as the price of fuel oil remains below the 
price of crude oil.” [Emphasis added.] 


Foreign oil from Venezuela not only flagrantly violates this principle itself but, 
by “oversupplying” the market, forces domestic producers to follow suit. 

To illustrate, foreign oil takes crude oil valued or priced at some $2.32 per 
barrel at Venezuela, refines it, paying some 68 cents® per barrel (1951-52 aver- 
age) for transportation from say the Netherlands West Indies refineries to north 
of Hatteras, a total of some $3 and sells it in the neighborhood of $2 to $2.10. 


ak Petroleum Cartel Staff Report, Federal Trade Commission, Aug. 22, 
Pp 

3 Includes refineries in Venezuela and the Netherlands West Indies. 

* Residual fuel oil as percent of total demand for all oils: 


World 
— World excluding 
—— excluding | United 
wis U.8.8. R. | States and 
U.8.8. R. 





Source: Bureau oi Mines, World Petroleum Statistics. 


5 Facts About Oil Imports, p 
* Department of Commerce, Piatt? s Oilgram Prices. 
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The resultant competitive pressure to correspondingly downgrade domestic 
crudes is indicated by National Petroleum Council figures for the United States. 
The data show refinery prices on residual as a percent of the crude since 1946.’ 


United States residual fuel oil realizatons at refinery 





1) l 

AS percent ! | Poafnary | AS percent 
ofcrude |} Ratner Y | of crude 
oil prices | Dp oil prices 


Refinery | 


1946__.. 
Ds epbdase 
1948... 
1949_ 





The ratio of the price of residual fuel oil (at the refinery) to crude prices 
here dropped from 96.4 percent in 1946 to 57.9 percent in 1949 and in recent 
years has hovered between 65.6 percent and 72.5 percent. 

The price of residual fuel oil (say at New York Harbor) did not always 
sell at less than the cost of the crude. This is something that has largely come 
about in the post war period when foreign oil abandoned its voluntary quotas 
on imports* and started “flooding” the domestic market. It is the persistent 
oversupply that has downgraded the fuel. 

In only 5 years prior to the end of World War II did residual fuel oil at 
New York Harbor sell at less than the value of the crude oil at the well in 
Texas. The ratio of Bunker “C” at New York Harbor to posted well prices ’* 
averaged 1.4 over the period 1924-46. Since 1948 the ratio has never been above 
100. Thus: 


70 | 1952 
78 | April 1953 
86 


7 Source: Report of the Committee on Bunker “C” Fuel Oil of the National Petroleum Council, Dec. 
9, 1952. 


8 The International Petroleum Cartel, p. 169. 
® Prices at gulf coast fields. Platt’s Oil Price Handbook, Bureau of Mines. 
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What this uneconomical downgrading does to the domestic producer is easy 
to see from the following illustrative figures.” 





Per barrel , | oo 
1. Gulf coast fields, price of crude oil at the well__....................--- 339 $2. 60 
St GN S585 0 eR EE en ce IE si slid. Sedna ied (2) @) 
Sig Bimini mas rik 5 4 tats ne oi nn dts so - oma te ange ons @) (?) 
4. Tanker rates bunker “‘C,” gulf coast to New York City__.._. Nemec dn ea | .75 -13 
5. Handling and other costs, New York._............-..----.--------------- @) | @) 
eee ee 
6. tt Ae a EB | 3. 44 . 59 
7. Recent posted prices—large lots...........-.-.-..-.--..---------.---------|_ 2.00-2.10 | - 32-. 33 
8. Loss from uneconomical downgrading -_-__..........--...---.-------------- 1. 34-1, 44 | . 2-. 27 








1 Based on 5.8 million B. t. u. per barrel for crude oil and 6.3 million B. t. u. for residual 
fuel oil. Distillate oils average 5.8 million. 
2 Not available. 


Based on normal or historical relationships between the price of residual 
fuel oil and that of crude oil that prevailed prior to the “flood” of foreign residual 
oil, the domestic supplies are selling at levels far below that which the industry 
finds to be economical. 

Allowing for transportation charges (and omiting other costs not available) 
it means selling energy at 33 cents per million B. t. u. which cost 59 cents per 
million B. t. u. to produce and deliver. Such sales to heavy industry at 56 
cents on the dollar of what is the heart of the barre! (based on B. t. u. content) 
must be cross-subsidized by the smalier consumers of gasoline, kerosene, home 
heating oils, diesel fuel, etc., as the oil companies must be made whole in one 
form or another. 

The appalling nature of this type of competition to the coal industry is self- 
evident. With foreign oil willing to cut to any length to force its supplies into 
the domestic market, and with a capacity, for all practical purposes, to force 
one group of consumers to cross-Subsidize the losses from uneconomical pricing 
to others, coal has no protection in the markets where it is basically the econom- 
ical fuel. It only protection here is some quantitative restrictions on the residual 
imports which foreign oil may bring in. 


VENEZUELA DOES NOT PRODUCE THE KIND OF OIL THE WORLD REALLY WANTS 


It is within the framework of the intolerable competitive situation I have 
here described that foreign oil literally places coals producers (and domestic 
oil producers) on notice that it wants “no shielding” of any segment of the home 
fuel industry from “competition” or ‘normal economic evolution.” 

From all appearances it would seem that what foreign oil in Venezuela really 
wants is to be shielded from the effect of its own dilatoriness in adopting its 
Venezuelan output to the kind of petroleum products the world now wants. 

Venezuela herself is aware that her crudes can be very substantially up- 
graded as revealed in an exhaustive report of the Ministry of Mines and Hydro- 
carbons in 1952, comparing the qualities of Venezuelan crudes with those of the 
United States and other nations.” 

In the opening paragraphs of this study (jointly prepared by Venezuelan and 
American petroleum authorities), the conclusion is reached that Venezuelan 
crudes which range from 10° to 50° gravity, but average 24-25° (current produc- 
tion) can, by mild cracking, be made to yield but 40 percent residual, or close to 
the world average demand. 

Today the Venezuelan and Netherlands West Indies refineries operating on 
Venezuelan crudes are averaging 63 percent residual (1951). 

With the free world crying for the higher valued oil products, the continued 
reduction of Venezuela’s production to a low-grade fuel oil and the transportation 
of it thousands of miles to sell “below an economic price” in the midst of the 
bituminous coal’s industry markets, appears to violate many of the basic prin- 
ciples Standard Oil (New Jersey) has set down. It does, however, have the 
effect of shielding foreign oil’s domestic markets from the principal competitive 





 Platt’s Oil Price Handbook, 1952, Bureau of Mines. 


4 Petroleos Crudes De Venezuela Y Otros Paises, 1952, p. 7. (Venezuelan and other 
world crude oils.) 
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effects of its own foreign trade. The competition is in large measure shifted 
to coal. 


CONSUMERS DO NOT BENEFIT 


Foreign ofl seeks to leave the impression that restrictions made on fuel oil 
imports would raise the general level not only of fuel costs, but of the costs of 
many goods and services. 

This statement is erroneous for two reasons. First, sales of residual at dump 
rates merely shifts some of the direct burden of maintaining the oil industry 
from the shoulders of big utilities and heavy industry to those who use light 
heating oils, diesel fuel, and other products. 

Thus when the price of residual fuel oil fell along the Atlantic coast in August 
1952, from $2.45 per barrel to $2.10, a cut of 35 cents, the prices of the household 
and light commercial heating oils (Nos. 1 and 2) rose almost simultaneously 
at Boston, New York, and Baltimore, by the equivalent of 33 to 47 cents per 
barrel.” Chicago prices remained unchanged. 

The second point is that residual fuel oil has not, over a period of time, reduced 
the cost of fuel to large users, a subject I would now like to treat. The possible 
exception would be in those instances where the residual prices, by agreement, 
are fixed at some definite level under those of coal thereby denying coal access 
to the market, no matter what the economic trend in the basic supply costs of 
the two fuels may be. (One can hardly consider this type of contract as “fair 
competition.” ) 


THE PICTURE OF COMPARATIVE ADVANTAGES IGNORED 


The elementary concept behind the doctrine of comparative advantages in in- 
ternational trade is that if one country can do things better or cheaper than 
another it should be left to do them, and in the long run all will benefit from the 
increased pile of world goods thus made available for distribution (subject to 
national defense, and long-run unemployment problems). 

Strangely enough no one has urged this famous doctrine in justifying the dis- 
placement of coal by imported residual fuel oil. The apparent reason is that 
supplied by Standard Oil itself in its booklet (p. 22),% “* * * (it) is basically 
uneconomical (to downgrade crude oil into fuel) so long as the price of fuel 
oil remains below the price of crude oil.” 

The President’s message to Congre&ks of August 28, 1952, makes clear that 
most of the powerplants along the east coast have been using coal because it 
was the cheaper fuel.” 

The following shows the comparative statewide costs per million B. t. u. in 
1951 at 75 large electric powerplants on the east coast. (Reports to Federal 
Power Commission. ) 


| | rarer ' 
— ' coal of tota 
| Coal Oil | consump- 
| tion 
: i eaieseipgiiaanesiieteeicige heaton tbeniadiaie -| a a | comempemererpeetnee 
Massachusetts 37.0 35. 1 45 
Rhode Island isos ncenitak ear Be eiede Bt debian ateiieials 34.1 | 34.3 45 
Connecticut _ _ - eh aes 36.3 36.6 74 
New Jersey , ; si J sthbiin at .| 32. 4 | 34.8 58 
New York City__- Ane gihinn 3465-00 bgepen, OL an een | - 
Lenn lees and Staten Island plants_------ iheebe ct nace 35.2 | 37.0 % 
Philadel phia__ d a | an a | o's 
Metropolitan area plants -- -- $2.3 | 36.7 85 


iA 


The cost differentials as here shown are comparatively small averaging but 
3.5 percent over the east coast areas listed. With fuel costs amounting to but 
a little over 20 percent of the average customer’s bill, these variations have but a 
negligible effect on total costs. They would have proportionately much less 
effect in manufacturing indusrties where raw materials and labor usually con- 
stitute a much higher portion of the cost of the finished product than with util- 
ities. 


12 Bureau of Labor Statistics. 
% Facts About Oil Imports. 
14 Re amendment of the reciprocal trade agreements with Venezuela. 
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THE PRICE CUT OF 1952 


It was with competitive relationships prevailing such as indicated by the 
utility figures above, and with heavy oil holding a very substantial part of the 
market of the 75 big plants, that foreign-oil abruptly cut its prices $2.45 to $2.10 
in 1952, and later to $2.00; and increased its imports of the residual to all-time 
highs. The utilities as may be expected, promptly shifted their consumption 
toward oil, a very serious matter for the coal industry as the utilities are now 
the major single market left to it. As previously stated the prices of light oils 
rose almost simultaneously by amounts per barrel that closely matched the 
heavy oil cuts. 

Any belief that one might obtain consistently low prices from residual fuel oil 
is dissipated by the history of bunker “C” prices at New York Harbor during the 
postwar years. 








| 
Price per barrel Price per barrel 
Year Year to | | Year Year to | 
ear | Septem- |} | year | Septem- 
| March | March | _ ber | March | March | ber 
change | | change | 
| 
SS ee | || $$$ _$__ |.— — —— ———— ee 
| Percent i Percent 

1946................| $1.60]... ..} $1.92 |} 1950. $1.91 —2 $2 20 
ed ES Se 2 09 +31 2 37 || 1951. 2. 15 +13 | 2. 45 
IO op ineteaens --| 3.03 +45 3.03 || 1952... 2. 45 +14 | 2. 10 

Woe -pateetices 1. 95 — 36 1. 82 || 1953. 2. 00 —18 | 

I | | 








Source: National Petroleum News, Platt’s Oilgram. 


The average year to year variation in fuel oil prices was 23 percent. For 
the coal industry the reductions amounted to a series of “shock treatments” 
during which residual imports rose rapidly to new highs and remained there. 


NATIONAL PETROLEUM COUNCIL COMMITTEE FINDS A CLOSE RELATIONSHIP OF COAL 
TO OIL PRICES 


The oil industry likes to refer to the problem of “satisfying the demand” for 
residual, but the report of the Committee on Bunker “C” of the National Petrol- 
eum Council found that residual sales are made under great competitive obstacles. 
Residual’s chief competitors, it found, were coal and natural gas. (Natural gas 
competition is primarily in the Midwest and Southwest.) 

Noting that heavy fuel oil prices in the East have been in close relationship 
to coal prices, the report compares prices on No. 6 fuel oil with run-of-mine 
bituminous coal (at Boston, New York, and Baltimore). The figures (while not 
identical commercial equivalents) nevertheless show the close relationship 
pricewise. 

Ratio of prices per B. t. u. 


[Residual to coal] 


Ratio Ratio 
WR Se es 0, ee eee eee 1.32 
Wea tea A ee ee Se ee 1,31 
IOS AA ee Ce eae th gy, ENE eS a SE 80 
a iio ON a On 39 
ie alate Bek ein ceca hee ieien ote ie cabins ane 96 
Baki tk. hte etniadidllee kind atiticil cans 1. 05 | Average 1940-51___._.__________ 1. 03 
Pes ticle sae nied a daiieeeaiaeecennan 1. 02 | Average 1946-51____.__________ 1. 01 


Source: National Petroleum Council Report, dated Dec. 9, 1952, table X. 


The foregoing committee figures belie the statement that residual is cheaper 
than coal. With residual fuel oil on the east coast already representing an un- 
economical downgrading of crude oil, there is no good reason why residual prices 
should, indeed, undercut coal. 


WOULD COAL PRICES RISE? 


The best answer to the question of coal price increases, if residual competition 
lessens, lies in the stability of coal prices generally throughout the United 
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States over the past 5 years: Despite Korea and even blanket authority from 
OPS to take increases, coal prices at the mine mouth, where most industrial 
consumers take title to the fuel, have remained remarkably stable. Prices to 
utilities in some areas served by neither residual fuel oil nor natural gas have 
remained about as stable as those where the two fuels are competitive. Mine 
prices have been declining since 1948. The answer lies in the intense competi- 
tion within the coal industry itself. 


INJURY TO MANY BUSINESSES 


Standard expresses concern over the possibility of injury to businesses now 
burning ‘heavy oil if quotas are applied. Proposed quotas would leave the 
preferred uses of residual fuel oil covered many times over. 

For major industrial plants which periodically switch from coal to oil, the 
mechanical problem of the reduction in east coast imports would not be much 
greater than that of turning a valve. These companies account for the over- 
whelming proportion of the residual consumption here concerned. 

As to the very small consumer or occasional larger plant which could not 
convert, it is doubtful if at the outside they would account for 5 to 10 percent 
of the current demand, or 2 to 4 million tons coal equivalent. A review already 
referred to places this at but 3 percent of the total consumption by volume. 
Supplies under a quota system would-cover the needs of this class of consumer 
10 to 20 fold. 

Furthermore, while refining processes developed during recent years have 
been aimed toward reducing residual yields, refiners can, by various operational 
changes, and without any, or with only minor equipment changes, increase 
residual fuel oil yields to almost any level desired.” 


CONCLUSION 


After a review of the facts, coal is convinced that only one interpretation is 
possible—the bituminous coal industry of the United States is being denied the 
opportunity to fairly compete for what has long been its markets. 

It is being forced to bear the brunt of concessions to Venezuela oil in the in- 
terest of free trade which foreign oil itself appears to shun. Indeed, the re- 
finery practices of foreign oil go well nigh in the direction of frustrating the 
buildup of purchasing power by Venezuela—at the same time creating uncalled 
for hardships in the domestic coal industry. 

The strength of our Nation and the free world rests in righting these situations 
and not in worsening them. 

There is nothing in foreign oil’s statement of principles or its actions or deeds 
that indieates it has a place in its plans for a strong and vigorous coal industry 
in America; and even if this were so, coal does not want to place its future in 
its competitor’s hands, which is the direction in which events are now tending. 

There is no reason to believe that as a matter of cost or convenience the econo- 
mies of any section of the Atlantic coast will be affected. Whatever shift there 
may be in burdens should be in the direction of reshifting some of the burden 
of oil prices back from the small consumers to the large industrial users where 
they belong under a proper market pricing of the respective petroleum produets. 


CHAPTER X 


VENEZUELA'S OBJECTIVES, ACCOMPLISHMENTS, AND PROBLEMS 


If one is to avoid a superficial treatment of the subject matter, some background 
on the economy of the oil surplus countries, their objectives, their progress and 
accomplishments to date, and their attitude toward oil is indispensable. As 
Venezuela is currently the major supplier of oil imported into the United States 
(Mexico, the Middle East, and Canada are potential runners up), and as most 
of the discussion of quotas is directed to the trade with Venezuela, the discus- 
sion to follow centers on this Nation. 

Excellent material prepared by trained and experienced economic observers on 
the ground is available." The information to follow is taken from these sources. 


% Report of the Committee on Bunker “C” Fuel Oil of the National Petroleum Council 
(Dec. 9, 1952), pp. 4—5. 

1 Venezuela Up-To-Date—Venezuelan Embassy, Washington. Venezuela in the World 
Economy, Department of Commerce, Office of International Trade. Data Book—Latin 
America, vol. T—Department of State, Washington, June 1951. Venezuela—An Heonomic 
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OIL HAS BROUGHT GREAT PROSPERITY 


The British Board of Trade report finds agriculture the dusty base, oil the 
jambs, with iron to become the lintel of the Venezuelan economy (p. 1). To 
quote: 

“Recent years have brought great prosperity to Venezuela. The black benison 
of oil has enabled a substantial slice of the population, staffs and employees of 
oil companies, oilfield workers, merchants, and purveyors, royalty owners, to 
enjoy an improved standard of living, and the ripples of prosperity have spread 
outwards from the seeps and wells of Zulia and Anzoategui. The produce of 
Venezuelan soil and industry has been supplemented by the widest variety of im- 
ports and fortunately the springs of prosperity are unlikely to dry up.” * * * 
“Venezuela now looks outward. She is bent on improving her mercantile rela- 
tions, her shipping and air services, and her other links with the rest of the 
world” (p. 3). 

The gold backing of the currency in circulation is 146 percent. Gold reserves 
have been the highest in Latin America and at the end of 1949 were the 3d 
highest in the whole Western Hemisphere and 8th highest in the world. The 
population of the country is near 5 million. The national debt is negligible. 


NO GOVERNMENT DEFICIT IN 50 YEARS 


It would seem that the financial position of Venezuela would put most govern- 
ments, including that of the United States, to shame. There has never been, 
since 1900 at least, a single year when the Government budgeted for a deficit. 
Furthermore, and what is equally surprising, the Government has never budgeted 
for a surplus since 1935 (Board of Trade, p. 45). Actually, large surpluses 
have been available in the last 7 years, but additional appropriations made 
during the course of the year have balanced with income. 

In short, the Government has lived up to its income as part of the program of 
“sowing the oil.” Between 1943 and 1951, Government revenues have regularly 
exceeded budget estimates, the average excess being 28 percent. Some 60 per- 
cent of the Government revenues are derived directly or indirectly from oil 
exports. 


LATIN AMERICAN COUNTRIES IN A TERRIFIC HURRY 


Under the heading “The Boom That Never Burst” the Economist (London) 
points out that Venezuela is the only country in the world in which the United 
States dollar is virtually a soft currency. It has no foreign debt, virtually no 
internal debt, perennially balanced budgets and a gold recerve of some £120 
milion. Caracas has 1 car for every 15 inhabitants. “* * * One cannot turn a 
eorner (in Caracas) without seeing girders and scaffolding” (p. 4). 

Over the past 3 years the total subscribed capital of limited companies in 
Caracas has increased at the rate of £2,500,000 a month and employment has 
risen over 25 percent. Since the end of the war, real wages are up over a third. 
Shop windows are packed with goods and modern “‘supermarkets” are spreading 
in which one can buy everything the heart desires. As to the source of all this 
the Economist’s survey (London) finds “Venezuela is booming on a floodtide 
of oil.” Today its output is abreast of that of the whole Middle East. Between 
1945 and 1951 over 60 percent of the total gross value of all petroleum exports 
was paid into the country. 

More than half of the total of over $3.4 billion brought into Venezuela by the 
oil companies in the past 7 years has passed into the national exchequer.’ In 
1951, the national income was $426 per capita or some threefold that of 1936. In 





Survey, The Economist (London), June 28, 1952, appears as reprint in Venezuela-Up-To- 
Date, September 1952. Venezuela—Chemical Bank & Trust Co., New York, pamphlet re- 
lease No. 80, July 1952. Economic and Commercial Conditions in Venezuela, published for 
Board of Trade, London, February 1951. Prepared by A. C. Mabe, First Secretary to His 
Majesty’s Embassy at Caracas. Also the Venezuelan Embassy in Washington made avail- 
able published reports on oil production and products in that country. 

2The state takes its “handsome” share of the oil-industry proceeds by four principal 
methods: taxes under a hydrocarbons law (mainly a tax of one-sixth of the full value of the 
oil extracted), an income tax which takes at least 50 percent of the profits, import duties 
on supplies brought into Venezuela by the oil companies, and profits from the exchange- 
control regulations. The latter require the oil companies to buy their bolivars at the rate 
of Bs 3.09 to the dollar, while the dollars thus acquired by the Central Bank are then sold 
to Venezuelan importers at the rate of Bs. 3.35 to the dollar. (Economist (London), Vene- 
zuela Up-To-Date, p. 4.) 








1472 TRADE AGREEMENTS EXTENSION 


1951, petroleum products brought in 98.16 percent of all Venezuela’s earnings of 
foreign exchange. (Venezuela Up-to-Date, September 1952, p. 5). 


VENEZUELA’S PARADOX 


The Economist (London) points out that despite a favorable balance of 
payment, a fat gold reserve, a currency hard enough to cut through dollars and 
“airborne” revenues, Venezuela is not free from economic problems the most 
obvious being its very dependence on oil exports, the value of which must 
oe according to international conditions over which the country has no 
control. 

The Government finds the only way to meet this danger is to “sow the petro- 
leum,” i. e., use the wealth from oil to diversify the national economy through 
credits, grants, supplies, and technical assistance to industry and agriculture, and 
tariff protection against imports. The Economist finds, at first sight, that it is 
questionable whether either industry or agriculture has responded to an extent 
commensurate with the encouragement thus given it. Between 1947 and 1951 
output of butter, biscuits, cigarettes, tinned milk, and soap fell off, and textiles, 
although benefiting by heavy protection and state investment, fell off by 50 per- 
cent (p. 6). But these are offset by a general economic background that has 
exceeded them (p. 6). Other output is up ineluding cigarettes, soft drinks, 
and beer. 

Venezuelan industry is geared on the one hand to the present intensive activity 
in construction and transport, and to the consumption demands of a people whose 
standards of life are rising rapidly from a low base. On the other hand, it is 
acutely restricted by lack of raw materials, heavy equipment and trained men 
(p. 17). The unbalance is represented by the fact that of the increase in in- 
dustrial production between 1945 and 1949 of some $30 million (Bs. 96 million) 
about 59 percent * represented beer. The Economist (London) consoles itself 
that it is hot in Venezuela and the drinking of agquardiente has declined. 


VENEZUELA’S LUSH OIL PRODUCTION AND RESERVES 


The Economist points out that Venezuela exports more oil than any country 
in the world and, next to the United States, is the world’s largest producer—15 
percent of the world total in 1951, and the production is “still rising vigorously” 
(p. 18). Its production about equals that of the entire Middle East (about 14 
percent below in 1951). The daily production has risen sharply from 1,191,478 
barrels per day in 1947 to 1,803,910 barrels in 1952,‘ an increase of a little over 
50 percent. The story as summarized by The Economist is: ° 

“In May the average daily output was 1,844,407 barrels a day; the 1951 average 
was 1,704,643, while as recently as 1947 it was only 1,191,478. Yet in spite of this 
prolific production new reserves are still being found, and estimates of known 
reserves revised upward, on a scale greater than that of production; and in 
1951 known reserves stood at the record figure of 1,590 million cubic meters, 
against 1,160 million in 1947. * * * and, since its deep cretaceous beds are still 
largely untapped, while the third of its oil bearing basins * * * is scarcely even 
explored, there is ample evidence that the oil will continue to flow copiously for 
many years tocome.”*® [Emphasis supplied. } 


THE UNITED STATES GOVERNMENT CONCERNED WITH LACK OF BALANCE 


As a Journal of Commerce (New York) writer points out (April 13, 1953) the 
South American republics (and it certainly would seem to apply to Venezuela) 
are trying to accomplish overnight, if not a bit sooner, what it took the United 
States better than a century to achieve, i. e., the development of an economy 
providing self-sufficiency in the goods and services of modern living. To quote: 

“They are convinced that industrialization, which in some countries is going 
ahead at a driving pace, is the only way to bring about the intensely desired 
social reform and the raising of living standards to levels comparable with our 
own, 


*P, 17, Bs. 56.7+ Bs. 96 (1947 prices). 

*Monthly Bulletin of Petroleum Activities in Venezuela Ministry of Oil and Mines, 
Technical Office of Hydrocarbons. 

5 See also Venezuela—Up-To-Date, September 1952 (p. 18). 

6 With the 1951 reserves at 1,590 million cubic meters (p. 18) or 10,001 million barrels 
(at 6.29 barrels per cubic meter) current “inventories” of proved oil would last 16 years 
on basis of 1951 production. 
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“The United States Government is officially sympathetic, realizing that the 
determination behind this drive is too strong to be challenged. But it isn’t so 
sure the whole thing makes sense. 

“ “They just won’t believe us when we say that the development of agriculture 
is more important to South America right now than industrialization, says one 
high-ranking diplomat. Let’s face it: They’re dead set to industrialize, and 
we've got to help them do it or lose every friend we've got down there. * * * 

“Most Latin American leaders are aware of this feeling on our part. Some of 
them, in relatively unguarded moments, will even admit we have something 
there. 

“But they, too, recognize the inevitable, although some of them are worried 
about it. The people of Latin America are demanding the better things of life 
right now, they contend, and it would be risking political upheaval to refuse to 
try to deliver.” 


THE BRITISH SEE LATENT DANGERS IMPLICIT IN VENEZUELA’S OIL PROSPERITY 


The downturn in world conditions in 1949-50 when oil prices for a time fell 
by nearly 25 percent, jolted the Venezuelan economy, and caused widespread 
concern as to what would happen if petroleum should suffer a decline for any 
number of reasons. 

The British board of trade survey inquired into this question from several 
angles, concluding that the total world demand for petroleum products is in- 
elastic and that a world oil surplus or world oil slump would produce in Venezuela 
a depression which would not be righted by a reduction in the price of Venezuelan 
oil or a devaluation of the bolivar. The demand for Venezuelan oil is held to. 
depend on factors beyond that government's control such as whether the world 
is at peace or at war and whether there is a boom or a slump in world economy 
(p. 60). 

Under normal peacetime conditions, the British board of trade report points 
out, with oil supply in excess of demand, the demand as between the oil produced 
in different countries is elastic (in the absence of binding long-term agreements 
and taking into account costs of transport, etc.) so that a change in Persian or 
Saudi Arabian taxation standards for instance would have an immediate and 
important effect on the Venezuelan economy which is closely linked with the 
economy of countries which are either consumers or producers of oil. 

On the other hand, the present prosperity of the Venezuelan oil industry has 
its disadvantages for, like a boa constrictor, it can crush less powerful enter- 
prises ; the high level of wages in the oil industry not only draws labor from the 
land and other native enterprises but certainly pushes up prices, depresses the 
standard of living of the poorer paid workers in other walks of life and creates 
social unrest.’ 

The high level of petroleum exports means a rise in Venezuela’s foreign ex- 
change, the placement of more money in circulation, inflationary pressures and 
increased ofhcial spending resulting from increased taxation yields from oil, all 
adding to the pressures. With the bolivar remaining strong this lends to a vast 
increase of imports with a resulting increase in the cost of production of Vene- 
zuelan goods and produce which remain high in times of a decline in world prices 
elsewhere such as occurred in 1948 and 1949. The export of any industrial prod- 
ucts, whatsoever, becomes impossible while the export of agricultural products 
such as coffee and cocoa are only attained with the help of export premiums 
made possible from oil revenues. Thus, there is a constant pull toward even 
less diversification of the economy. Staff studies of the International Monetary 
Fund indicate a worsening of the terms of trade of Latin American countries 
including Venezuela which have large exports of fuels and minerals and large 
imports of foodstuffs and textiles. In 1950 and 1951, after a brief respite, the 
terms of trade, according to the British Trade Report (p. 61), were again moving 
against Venezuela in view of her dependence on imported metal goods, cotton, 
wool, sugar and other essentials. Nor has the situation helped to buttress up 
Venezuelan agriculture. 

Agricultural production has increased slightly since petroleum became so 
prosperous. Although some basic foods have to be imported, recently imports 
of luxury and tinned goods have risen to a surprising level. In case of trouble 
these foods could presumably be partly dispensed with. 

A very large percentage of the imports consist of materials for luxury housing 
or ambitious public works to which also is devoted a large part of the revenue 


7 British Board of Trade Survey, p. 60; Chemical Bank & Trust Co. Survey, p. 7 
57600—55—pt. 2——_8 
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derived from the taxation of the oil industry. Part of this program could be 
shelved temporarily without causing any actual economic disaster, the displaced 
labor being absorbed into agriculture. The demand for home grown produce 
presumably would rise, the British point out, when imports fell off. 

The gist of the foregoing is that Venezuelan economy has been pushed up to 
artificially high limits at the expense of her own internal stability. 


STEPS TAKEN TO COUNTERACT THE DANGERS TO VENEZUELA 


The Venezuelan Government has adopted a policy of investing the proceeds 
of oil taxation in the fostering of agriculture and the subsidy of industries. The 
objective of the expenditures in public works, and industrial and agricultural 
enterprises, is to diversify the economy and bring it into a state of greater bal- 
ance. Thus, the Venezuela Development Corp., formed in 1946 for this purpose, 
conducts and sponsors investigations and studies of economic projects, contracts 
for the carrying out of development projects, grants loans to farmers and indus- 
trialists for factory expansion, formation of development banks, etc. Funds 
came primarily from oil revenues. 

As a further step, Venezuela has required that the oil companies sell their 
products at a loss in that country as a means of keeping down the cost of pro- 
duction of Venezuelan products. (Board of trade, p. 59.) 

The Inter-American Development Commission in a report of June 1948, found 
that at that time expansion has been made in the textile industries, vegetable 
oils and fats (which meet 80 percent of the domestic needs) soap, canned fish, 
cement, chemicals and shoes. The production of the latter was planned to be 
increased from 2 to 8 million pairs per year. Other industries increasing their 
production were cigarettes, sugar, beer, salt, butter, wines and liquors, candy 
and confectionary, drugs, etc. Also the government had bought rice, lard and 
sugar at 20 percent below cost as a subsidy to the national consumers. The 
same report refers to some 20-25 percent of the income of the wage worker as 
being spent in gambling and lotteries. 


VENEZUELA’S RECOURSE TO CUSTOMS DUTIES AND IMPOSITION OF QUOTAS 


Venezuela has herself had recourse to quotas. Many industries in Venezuela 
which had grown up during the war, were hard hit by the fall in the price of 
imports in 1950. According to the British report, the collapse for some was 
averted by the raising of customs duties or the imposition of quotas on imports. 
(Board of Trade, p. 59.) 

In the matter of trade restrictions the Department of Commerce, Office of Inter- 
national Trade, finds (Venezuela in the World Economy) : 

Venezuelan commercial policy in recent years has followed a general trend 
toward providing maximum encouragement to domestic agriculture and indus- 
try. * * * a large proportion of essential goods are imported duty-free and in 
addition products required for national development may be exonerated from 
duty under certain circumstances. In contrast with this liberal treatment for 
essential and noncompetitive goods, Venezuela imposes very high duties on prod- 
ucts similar to those domestically produced. [Emphasis added.] 

The Department of Commerce further finds that before World War II import 
duties accounted for about 40 percent of all national revenue. Since the war they 
have declined in relative importance and currently account for only about 20 
percent. This proportionate decline was due in part to the growth in protection- 
ism—although the importation of duty-free goods continued, the importation of 
dutiable goods has tended to be further impeded. 

In addition to import duties Venezuela imposes numerous other types of trade 
controls. On the import side they include import licensing requirements, import 
quotas, regulations requiring the purchase of specified amounts of local products 
for each unit imported, import prohibitions, etc. Beginning about 1944, Venezuela 
undertook to reduce the duty on a variety of industrial raw materials and non- 
competitive goods, including the reduction or suspension of duties on some food 
products. However, since about 1950, according to the Office of International 
Trade, the policy of relaxing import restrictions on food products has been greatly 
modified. Several of the special, low-duty rates, particularly on foods, have been 
discontinued and in some cases tariffs have been increased in line with the Gov- 
ernment’s policy of promoting increased production of domestic agricultural and 
industrial products, 
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To cite further, commodities subject to import quotas in 1951 were as follows: 
cattle hides, poultry, crackers, cotton textiles, tires and tubes, and hog lard. 

The cattle-hides quota amounting to 220,000 pounds was allowed to expire at 
the close of the quota year on October 31, 1951, and no further imports were per- 
mitted until adoption of a new quota of 154,000 pounds for the 12 months’ period 
beginning April 3, 1952. Imports of automobile and truck tires and tubes have 
been limited since 1949 to imports of 140,000 tires and 105,000 tubes during the 
quota year ending October 31. During 1951 a new highly restrictive quota on 
poultry was made subject to allocations based on previous imports. The cracker 
quota for 1951 was 1.3 million pounds. In 1952, however, this quota was increased 
to permit imports of 0.9 million pounds during the first 6 months. Cotton-textile 
imports previously limited to 5.7 million pounds were granted an increased quota 
of 11 million pounds in 1951. During the second half of the year this quota was 
further increased to 11.2 million pounds. However, in 1952, it was set at 6.6 
million pounds, of which 5 million were allocated to importers and 1.6 million 
allocated to the local clothing industry. Hog-lard imports in 1951 were limited to 
9.9 million pounds. 

Commerce points out that as a means of protecting domestic producers of 
certain products most effectively the Government has assumed sole a 
for imports of these products. Effective July 1, 1951, all licenses for importation 
of polished rice were suspended, leaving the Agricultural and Cattle Bank, an 
agency of the Ministry of Agriculture, as the only eligible importer. The bank 
is also sole importer of sugar. Under agreement with the refiners, who wish to 
obtain raw sugar to keep their equipment busy after the local crop has been 
refined, the bank is committed to import 70 percent of total requirements in the 
form of raw sugar. Products which are subject to a Government monopoly in 
their manufacture and distribution are also limited to Government importation. 
In this group are cigarette paper, matches, and salt. 

It is quite evident that Venezuela herself, as part of her plan to become in- 
-creasingly self-sufficient, has resorted to many measures to protect her home 
industry from undue foreign competition, including the use of quotas. 

Appendix C hereto sets out a long list of further tariff actions taken by Vene- 
zuela in 1953 and 1954 under her protectionist program. Such actions no doubt 
contribute to her failure to expand her purchases since 1948 in proportion to 
this country’s purchase of oil from Venezuela. 


STEPS THAT MIGHT BE TAKEN TO REDUCE INSTABILITY 


The British Board of Trade report takes note of the suggestion advanced that 
money should be set aside in good years in Venezuela to finance public works if a 
depression comes along. However, apart from the creation of a small public 
works fund, no such action has been taken. This position is apparently based on 
the argument that since the cause of any petroleum depression would be outside 
the territory and control of Venezuela, any such measures would be certain to 
fail and a public works and investment program would only serve to delay the 
necessary readjustment of prices and costs in the Venezuelan oil industry. 

The policy which Venezuela apparently now follows, is to spend as much as 
possible in times of prosperity on building up other industries and agriculture 
assisted by export premiums, import quotas and tariffs in order to minimize the 
effect of the slump, if and when it comes. 

As explained more fully: 

“Economically, Venezuela cannot but be to some extent at the mercy of forces 
over which she has little control. The prices of her principal products, petro- 
leum, cocoa, and coffee, are world prices in the determining of which, Venezuela 
cost of production, level of supply, and internal demand have little influence. 
Nor is it she who determines the price of the goods she imports. For all her 
wealth, she is a comparatively small consumer in the framework of world de- 
mand. Thus the fall in world prices of crude oil in 1949 and early 1950 caused 
the ae of an economic recession, righted when the market stiffened in mid- 
year” (p. 5). 


VENEZUELA SUPERBLY SITUATED FOR ACCESS TO WORLD MARKETS 


The Economist (London) finds Venezuela with a distinct transportation ad- 
vantage over both the gulf coast on. hauls to the North Atlantic ports, and the 
Middle East on hauls to Europe. To quote: 


“Geographically, Venezuela is superbly situated for access to world markets.” 
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Tanker hauls from its ports to Europe are only half as long as hauls to Europe 
from the Persian Gulf; and hauls to the United States east coast ports are actu- 
ally shorter from Venezuela than from Texas. With the completion of the 
Middle East pipelines, the oil that can avail itself of these facilities, will com- 
pete on equal terms (coastwise) with Venezuelan oil in Europe. However, here 
the problem of unequal transportation charges on oil moving into a common 
European market has caused the all-water rates to continue to apply.* 


VENEZUELAN GOVERNMENT VIEWS FOREIGN OIL INDUSTRY AS NATIONAL 


The attitude of Venezuela toward its oil industry is of obvious interest in 
connection with the implementation of United States policies and Venezuelan 
cooperation with such policies on either a Federal, State, or industry level. 

According to the Economist the fact that the oil industry has been able to make 
so many contributions to the Venezuelan economy without losing its ability to 
produce oil at an economic price is due, not only to skillful management, but 
to its harmonious relations with Government. To quote: 

“* * * while the Government’s first concern has naturally been to turn the 
productiveness of the industry to the advantage of the whole country, no Vene- 
zuelen administration has lost sight of the hard fact that the golden goose is a 
bird to be squeezed but not decapitated.” [Emphasis added. ] 

Dr. Gustavo Thery Fombona, chief of the technical bureau of hydrocarbons 
and a delegate to the 1952 Venezuelan Treaty Mission in Washington, echoed 
the same theme (but less bluntly) in a talk before officials of the United States 
Petroleum Administration for Defense. Placing the maximization of profits and 
Venezuela’s own national interests in the foreground he states: ° 


“We believe that the nation and the private concerns which develop the oil 
resources are partners in the same business, and therefore, have a common 
interest in getting the greatest possible profits, which the nation shares on an 
equal basis; we believe, however, that foreign capital which comes to the country 
to develop our oil resources has to take account, primarily, the national interest.” 
{Emphasis added. | 

The strength of the Government’s domination over the foreign-owned Vene- 
zuelan oil industry is brought out further by Dr. Fombona’s quotation from a 
report prepared for the United Nations Economic Commission for Latin Amer- 
ica at its 1951 sessions in Mexico. 

“We are thus again forced to the conclusion that in spite of the fact that 
it operates with foreign capital, the oil industry is national, not only in a geo- 
graphical sense, but also by virtue of its economic effects on the country.” 
[Emphasis added.] 

From the above, it might appear that in the matter of production cutbacks, 
voluntary quotas and the like the privately owned oil companies may not be en- 
tirely free agents. In any event, it is far from clear that there can be any 
“mutuality of interests’ between petroleum production in Venezuela and the 
domestic fuel industry of the United States, certainly at least where coal is 
concerned. 


CAPITAL IS MADE AT HOME 


In a fine series of lectures in the matter of capital accumulation in under- 
developed countries, Prof. Ragnar Nurkse of Columbia University, points out that 
saving the increments of production (rather than consuming them) is the typical 
way capital formation has taken place in the past.” 

Improvements arising from foreign trade do not add to the capital goods (es- 
sential to higher production and increased standards of living) unless voluntary 
or forced savings (taxation) are present. But there are presumably no bounds 
to a country’s capacity and willingness to absorb foreign aid in the form of 
current consumption.” 

People see the high standards of living in other countries and want them too, 
thereby adding to the hardship of foregoing increased consumption in order that 


* The International Petroleum Cartel, staff report to the Federal Trade Commission, 
p. 376. 

® Venezuela—Up-To-Date, Embassy, Washington, D. C., September 1952, p. 11. 

1” Some Aspects of Capital Accumulation in Underdeveloped Countries by Ragnar Nurkse. 
Published by the Bank of Cairo, 1952. 

"1 Tbid., pp. 58-59. The Phillipine Aid Program of World War ITI of some $2 billion was 
viewed as a failure from the standpoint of laying foundations for durable economic progress. 
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capital may be formed. There is need of a “tight rein on the national propen- 
sity to consume” to direct funds into capital goods. 

There is no doubt that Venezuela is fully aware of the problem, but unless 
austere measures are followed which would be extremely unpopular, enormous 
“leakages” of funds toward consumption channels are bound to occur. This is 
indicated by the very sizable proportion of the Venezuelan imports that would 
usually be considered of a noncapital classification. Also, some of the capital 
investment, according to some British observers, is on the lavish side. Be 
that as it may, Venezuela may be doing the best that any country could do under 
the circumstances. The point is only raised here in response to the criticism of 
some that coal’s proposed measures (with which it seeks its own salvation) will 
retard the economic development of Venezuela. If some of the criticisms of 
Venezuela’s spending program are true, a dollar taken away from the home 
coal industry may be doing substantially less than a full dollar’s work in 
Venezuela. 


BRUNT OF THE REVISED TRADE AGREEMENT WITH VENEZUELA FALLS ON COAL 


Referring again to the supplementary trade agreement with Venezuela (ef- 
fective October 1952), the President’s message to Congress of August 29, 1952, 
listed important items receiving new or improved duty concessions, widely 
distributed throughout the economy: Apples, pears, dried vegetables, wheat 
flour, wrapping paper, glass products, galvanized iron sheets, enameled iron 
and steel manufactures, builders’ hardware, unassembled trucks and passenger 
cars, radio and television receivers, automatic refrigerators, office machinery, 
electric motors, pumps, numerous types of industrial machinery, generators, 
transformers, etc. 

According to the President’s message, the agreement included : 

“* * * products of interest to practically every important group of United 
States exporters.” [Emphasis added.] 

On the other hand, the concessions granted by the United States to Vene- 
zuela in return were limited practically entirely to heavy crude oil under 25° 
A. P. I. and residual fuel oil plus the binding of the existing duty-free entry of 
iron ore. As the free importation of iron ore to the United States can hardly 
be called a burden to American industry, the brunt of the trade with Venezuela 
falls on domestic coal which is the fuel primarily competitive with the imported 
heavy oiL 

Even as to the low-gravity crudes, the message went on to point out that 
domestic oil markets would not be disturbed : 

“Only the asphalt crudes, some of the topped crude and the residual fuel oil 

rill pay the lower excise tax. Generally, imports of these heavier crude oils 
sell in markets different from those in which domestic low-gravity oils sell.” 

In an address of October 1952, the Chief of the State Department’s Petroleum 
Policy Staff” stated that these concessions granted Venezuela on heavy crudes 
and residual fuel oil were made only when it became evident that it represented 
‘“‘* * * the only possible way of concluding an agreement,” and added: 

“T * * * ask you to bear in mind that the reduction of 544 cents per barrel 
was made only on those products which compete least with our own oil resources.” 

The foregoing helps make clear coal’s deep sense of need for something more 
substantive than flexible trade agreements or tariffs. Any “shielding of the 
domestic fuel industry’ now apparently goes only to oil. 


CONCLUSION 


The purpose of this chapter has been to provide some perspective as to the 
size and scope of Venezuela’s economic program, achievements, problems, and 
along with the rest, her potential instability. 

Much of the burden of her oil exports to the United States fall on coal’s 
markets as has already been made amply clear. Though the coal industry likes 
to feel that its shoulders are broad, yet it has good reason to fear the “Sinbad 
the Sailer” situation whereby its vital markets are increasingly strangled by 
the spiraling climb of Venezuela’s boom and the oil upon which the boom rests. 

As long as residual fuel oil imports are unlimited and as long as Venezuela 
continues to gear her production of petroleum products toward coal’s competi- 
tive markets rather than the higher refined products, she makes coal scarcely 


12 Department of State Press Release No. 828, October 22, 1952. 
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less vulnerable to world oil economic shocks than she herself is. This is a 
situation which the foreign oil, by voluntary action, has largely shielded its 
own home markets in the United States, 

Coal’s only recourse for similar protection is to ask for relief through a quota, 
a form of protection of which Venezuela herself has made ample use. 


CHAPTER XI 


ECONOMICS OF FREE TRADE 


The basic principle of free trade rests on the doctrine of comparative advan- 
tages—if someone else can do something better and cheaper than you can, then 
let him do it. In the long run more goods and services will be made available 
and there will be more for all to share. 


RESERVATIONS TO FREE TRADE 


As there have been few instances in world history where foreign states have 
accepted free trade without reservation, there must be some well-founded reser- 
vations to the doctrine. 

The first, and perhaps most important historically, is that relating to self- 
defense. Most peoples instinctively shy from granting concessions which weaken 
their opportunity to defend themselves from their historic or potential enemies. 
The failure of the World War I disarmament dreams, to say nothing of World 
War II and Korea, has no doubt added to their reluctance in this respect. 

There is no economy in displacing an industry, even if it is the less efficient, 
if heavy reliance must be made upon it in emergencies; or, in peacetime, if 
it must be relied upon as a restraint on the monopoly actions or pressures of 
foreign interests or foreign states. If the foreign product enters the country 
only at prices which are below a basic economic level, to permit it to engulf 
major markets of a domestic industry becomes an absurdity. 


ECONOMIC UTILIZATION OF THE DISPLACED 


The advantages in displacing an industry for the benefit of foreign goods 
are diminished if that industry’s resources, labor and capital, and the institutions 
and communities depending on it cannot be effectively employed otherwise with- 
out much loss and waste. To illustrate, the wages and salaries paid by the coal 
industry of West Virginia in recent years have amounted to some 28 percent 
of the State total, and if one includes the payments for transportation (workers 
handling coal) the figure would exceed 40 percent. To this must be added the 
employment in service industries in those communities dependent upon coal. 
Business and private property values and the State and community institu- 
tions are all dependent upon coal and the railroads that haul it. 

As to shipping the displaced to Detroit, younger men may be uprooted and 
retrained, but to take men in communities who have devoted 15 to 25 or more 
years to one specialized activity such as coal mining and train them for a new 
occupation is a difficult and upsetting task. It is doubly difficult (and absurd) 
if their tools and skills must be kept at hand should an emergency arise. 


FOREIGN OIL OFFERS NO COMPARATIVE ADVANTAGES 


The foregoing remarks presuppose that residual oil actually offers or promises 
to offer permanent cost advantages over coal in heavy industry in the industrial 
East. However, figures quoted above on utility fuel costs, Bureau of Labor 
Statistics price indices, the “hit and run” pricing of residual, the statements 
of a National Petroleum Council committee on the “great competitive difficul- 
ties” under which residual oil must be sold, and oil’s own complaint that at 
recent postwar prices residual sales represent an uneconomic downgrading of 
erude oil, are all evidence that no comparative advantages exist. Also, oil 
supplies for industry have displayed a strong tendency to disappear in emer- 
gencies when they are needed most. The economies of the situation demand 
that consideration be given not only to the foregoing factors but also to the 
standby costs for coal and rail industry. It scarcely need be said that a readiness 
to serve by coal and the railroads appears to be implicit in defense planning. 
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EQUALIZATION OF LIVING STANDARDS 


There still remains another element to the application of free trade principles 
that is not always spelled out fully. 

If the worker in the United States has built himself up to a standard of 
living based on a 40-hour workweek, home ownership, a motorcar, a vacation 
with travel, and the education of his children, he is vulnerable to the foreign 
worker accustomed to a much lower standard of living and longer hours. The 
usual answer given is that the foreign worker has fewer skills, poorer tools, 
and less favorable environment with which to work. Also, the transportation 
costs to United States markets are higher because of the greater distances 
involved. Asa result of these factors, higher unit costs are presumably a limit- 
ing factor to the competition he offers. 

But the rapid spread of the “know-how” and of foreign capital and plants 
abroad and the fact that internal land transportation even in the United States 
is many times more expensive per ton-mile than ocean transportation, tends to 
offset these factors. Hence the built-in protection of home skills and distances 
often does not always provide protection to the domestic worker. 

Where the economies of the countries are directly competitive, and a great 
many sectors of our production find a vigorous counterpart somewhere else in 
the world, there may be wide areas where the foreign laborer who works the 
longer hours and is accustomed historically to a great deal less of the “good 
things” of life can displace his “rival” in the United States. If pursued broadly 
enough the results, of course, are in the direction of an equalization of the living 
standards at home and abroad. 


EQUITY AS BETWEEN INDUSTRIES 


While the above may represent good Christian principles, few closely knit 
economic groups are consciously willing to make sacrifices in this direction. 
United States industries with large surpluses to dispose of are often the most 
vociferous against opening our doors to imports from either the adjoining or 
the more distant countries if it threatens to add to their home marketing prob- 
lems. Many economic groups within the United States itself, blue collar, white 
collar, or professional, are jealous of ‘their place in the economy and react 
against anything that tends to downgrade or cheapen the value of their product 
or services. 

At least one thing can be said for foreign economic aid. Through the general 
taxing power the sacrifices entailed at home impinge with relative equality 
upon all sectors of the economy, which is more than can be said for some of the 
recent trade actions. 


THE ADMINISTRATION’S TRANSFER OF PURCHASING POWER 


Much stress has been placed on the theme that Venezuela is a major customer 
of the United States and that we should buy more from her in order that she 
can buy more from us. Certainly this was the theme of the latest supplementary 
trade agreement with Venezuela of August 28, 1952. This economic platitude, 
which was widely heralded in the hearings on H. R. 4294, needs some scrutiny. 

The United States purchases from Venezuela to be stimulated by reductions 
in United States tariffs were directed at the heavy fuel oil, the entry of which 
would compete as little as possible with the domestic oil industry. As pre 
viously indicated, this meant, of course, that coal and not oil was programed 
to bear the brunt of the latest “shot in the arm” to international trade. 

Such Government action represented a direct transfer of employment, finan- 
cial security, purchasing power, and property values from mining communities 
in Pennsylvania, West Virginia and other States to the oilfields of Venezuela, 
to the Venezuelan and American employees of foreign oil, to the stockholders 
of the British and American corporations engaged in exploiting the oil re- 
serves, and, last but not least, to the Venezuelan Government which has a major 
financial interest in the exploitation of her oii. 

If such “shot in the arm” was to be made effective more residual fuel oil had 
to be brought in at any price which, of course, is what happened as hereinbefore 
described. 

The point here made is that whereas the President’s message of August 28, 
1952, and the State Department releases on the pact extolled the benefits of the 
added dollar exchange to be placed in Venezuela’s hands with which to buy 
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American goods, no apparent thought or consideration was given to the con- 
current reduction in the purchasing power of American coal mining and railroad 
communities, 

Coal consuming regions of the country are themselves large consuming markets 
which rely on manufacturers, farmers, and distributors of other American 
areas for the manifold commodities and services they regularly require. They 
provide large markets for domestic suppliers in foreign countries to which we 
export. It would appear economically irrational that, in order to cultivate 
added foreign markets, we should now disturb large internal markets which are 
already developed and established. 

Early economists dismissed the problem of creating market demand under 
the premise that production necessarily creates its own purchasing power. Sub- 
sequent experience with business cycles has shown, however, that the creation 
of sustained purchasing power is far from being that simple. 

The creation of dollar credits abroad does not automatically create sales in 
this country. In the present instance a dollar today sent abroad may be long 
delayed in its return because of the devious uses to which dollar exchange is 
put, including the building of central reserves. 


VENEZUELA PROTECTS HER OWN HOME MARKETS 


The Journal of Commerce, New York, has stated that the South American 
republics are trying to accomplish overnight, if not sooner, what it took the 
United States better than a century to achieve, i. e., the development of an 
economy providing self-sufficiency in the goods and services of modern living. 
Venezuela herself has recourse to quotas and protective duties on goods in 
which she is self-sufficient or desires to be self-sufficient.* 


FOREIGN OIL SHOULD NOT DUMP ITS PROBLEMS ON COAL 


A few other comments are here pertinent. If an extension of Venezuela’s 
oil production and dollar exchange is desired, the upgrading of her petroleum 
products rather than a downgrading seems called for. Also, the sharp shift 
of United States crude oil imports from Venezuela to the Middle East as a 
source of supply in the last few years calls for some explanation in the light 
of our concern over Venezuela’s trade and hemisphere defense. Venezuela sup- 
plied 85.2 percent of our crude oil imports in 1946 and but 50.2 percent the first 
6 months of this year. The Middle East as a source has risen in the same 
period from zero to 34.5 percent and the current trend in this direction bas 
been growing. 


CHAPTER XII 


CONCLUSIONS 


The -coal industry has every right to be fearful of foreign oil. The nature 
of the pressures and forces represented by foreign oil, its market tactics, its 
dual standards in international trade, its unique formula for spiraling its inroads 
in heavy fuel markets, and its willingness to downgrade its product and slash 
prices overnight are sufficient to dismay any domestic industry. 

Furthermore, during recent years the petroleum supplies outside the United 
States have increased more rapidly than the demand outside the United States 
and, as a result, there is a growing world surplus.’ 

Coal bas reason to fear the attitudes displayed toward it by those administer- 
ing foreign trade relationships and expansion. Coal received scant consideration 
or reference in the Administration’s rationalization of the latest Venezuelan 
pact, the highlights here being that coal had been cheaper than residual fuel 
oil in recent years and that the current production of coal was grater than in 
1949, a period of business recession and work stoppages and the lowest output 
since 1939. The underlying attitude seems to have been that the coal industry 
has suffered severe losses and that the imposition of further losses is of little 
or no account, 


1 Hearings on H. R. 4294, pp. 1124-27. 
2 Hearings on H. R. 4294, p. 938. 
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COAL’S EFFORTS TO REMAIN COMPETITIVE SHOULDN'T GO FOR NAUGHT 


The coal industry has taken major steps to remain competitive with other 
fuels. Its technological improvements go to underground continuous conveyors, 
washing, improved fly-ash and cinder-absorbing equipment, giant power shovels 
for strip mining, use of new nonexplosive materials to extract coal, more efficient 
domestic heating appliances in homes, major improvements in the pounds of coal 
per pound of steam in large boilers, etc. Other developments include the intro- 
duction of continuous mining machines which eliminate the cycle of undercutting, 
drilling, blasting, and loading. Development work is well underway on coal- 
burning gas turbines. 

Wage levels, after allowance for seasonality, are comparable with those in 
petroleum and natural gas production. The output per man-day for all types 
of mining has more than kept pace with the improved efficiency in man-hour out- 
put throughout industry. It has increased threefold since the turn of the 
century. 

As a result of these factors the average price of coal at the mines is lower 
today than it was 5 years ago. Bituminous coal prices have fluctuated within 
a narrow range of 2 or 3 percent, 1948 through 1952, despite the Korean inflation. 
Mine prices in 1954 are well below those of 1948. The price of coal has itself 
been a major regulator of residual fuel oil prices on the east coast. 

The coal industry is one of the basic industries of America. It employs up- 
ward of 350,000 men and its products at the mine are valued in excess of $2.5 
billion. The railroads that depend heavily on coal for their livelihood and indeed 
solvency are equally basic to the economy of this country. 

Whatever affects coal and the coal-carrying railroads is therefore of impor- 
tance to this Nation. 

Over the last several years coal has itself been a stabilizer of industrial fuel 
prices. It has filled the great gaps left in wartime when oil supplies failed or 
were diverted to military uses. 

Coal and the railroads, working together, have been able to quickly deliver 
great blocks of additional energy in wartime. This achievement, however, is 
dependent upon the existence of an active and healthy coal and rail industry 
in peacetime. 

There is nothing in foreign oil’s statement of principles or policy, or its hiatory, 
to show that it is concerned in its own future plans with the encouragement of 
a strong and vigorous coal industry in the United States. Even if foreign oil 
were so disposed, it is still subject to great pressures from foreign states whose 
reserves it is exploiting and marketing. 

The current importations of residual fuel oil have reached levels far in excess 
of those of record at the time of the prior congressional hearings in this matter 
in mid-1950 and there is no evidence of any check or halt in oil’s program. The 
coal industry is not objecting to free trade but it does believe that free trade 
should be fair trade. It believes that it has been subjected to gross inequities. 

Coal believes that the process of reducing the coal industry and eastern coal 
roads to an emergency standby basis in the east coast fuel markets should be 
halted and reversed. 

Coal contends that the expansion of foreign trade should not ignore what 
President Eisenhower has termed the legitimate safeguarding of domestic in- 
dustries, agriculture, and labor standards. Coal earnestly believes that the facts 
cited hereinabove conclusively demonstrate that residual fuel oil imports have 
gone far beyond this point. 

As foreign residual fuel oil has demonstrated a capacity to leap tariff barriers 
coal’s only recourse is to ask for relief through a quota. 


APPENDIX A 
A DESCRIPTION OF THE GERMAN BLOCKADE OF THE EAST Coast IN Wortp War II’ 
GERMANS BLOCKADE TANKERS 


The beaches of New Jersey, Delaware, and Florida furnish almost the only 
evidence of enemy destruction in the continental United States. Visible along 
the high watermark for miles on these beaches years after 1942 was a winding 
black ribbon of oil, and just offshore lie the hulks which mark the terrible ordeal 
of the first war year. They are grim reminders that the Nazis were in almost 


2 Source: A History of the Petroleum Administration for War—1941, 1945. p. 87. U.S. 
Department of the Interior.) 
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undisputed possession of the waters of the entire Atlantic coast during the early 
months of the war. 

In the first 2 months after Pearl Harbor, the submarines caused little damage. 
Only 7 United States tankers were sunk, 2 of them on the west coast. Tanker 
deliveries continued at the normal rate during December and dropped only 
slightly in January 1942, reflecting transfers to other service more than the 
U-boat menace. 

Then, in February, the wolfpacks struck in earnest. From the Caribbean to 
Cape Race, no spot was safe. Twelve United States tankers went to the bottom 
in February, a dozen more in March, the same in April, and 14 in May. 

Although boats had to keep running to supply military requirements, no one 
could doubt the decline of tanker shipments for civilian needs in the face of 
these 50 sinkings. From then on, until the last year of the war, tanker deliveries 
were an insignificant factor in supplying the oil needs of the east coast. 

Even though the submarines were finally driven from the Atlantic seaboard 
and hundreds of new tankers slipped from the ways—2 of them every 3 days in 
1948 and 1944—it was not possible until late in 1944 to increase tanker ship- 
ments to the east coast in any appreciable amounts. These exigencies of global 
war could be met only with tankers; the shortage on the east coast could be met 
somehow by overland substitutes. 

Tanker deliveries to the east coast reacted quickly to the submarine blockade. 
Shipments started to dive in February 1942, and by May they amounted to only 
173,000 barrels daily, or about 18 percent of the December 1941 total. The 
low point of the war was reached in April and May 1943—63,000 barrels a day. 
k'rom May 1942 to the end of 1948, east coast tanker deliveries averaged only 
a little more than 121,000 barrels daily—about 1 load a day for a T-2 tanker. 

* * * For all practical purposes, the east coast was supplied in the first war 
years without tankers. 


TABLE 1.—Total petroleum deliveries to east coast during World War II by all 
forms of transportation 


(Barrels per day} 












































l 
| 1941 | 1942 1943 | 1944 | 19451 
Ty semen) Yh. 4 el wee tea de ates | | | suru Mee | 5 ay F 
I dsc sian obit PPE o | 1,421,000} 390,611 | 159,563 | 275, 776 | 450, 665 
ne _...| 35,000 | 624,684 | 851,905 | 646,113 | 504, 497 
NB, : stp acenl Fuss uneasy acc 54,000! 120,459 | 266, 990 662, 599 | 732, 837 
Barges and lake tankers. ..........-.--..-- 28, 000 | 80, 793 | 112, 147 | 127, 641 | 127, 002 
Total overland..........-...-..--.-- | 117,000 | 825,936 | 1,231,042 | 1,436,353 | 1, 364, 336 
es ee | | 
I RTI cent enn oanaanl 1, 538, 000 1, 216, 547 | 1,390,605 | 1,712,129 1,815,001 


| Average first 6 months. 


Source: A History of the Petroleum Administration for War, 1941-45. (U.S. Department ofthe Interior), 
p. 448. 


TABLE 2.—Delivery capacity of Big Inch pipeline systems 


| 


i . 
| Big Inch crude | Little Big Inch, 
| line, 24-inch | 20-inch prod- 








| diameter | ucts line 
Delivery capacity: | 
SOIT GEOR, TORTI, icni vn tedind da ctenehonatdad oad sib do iene tte nuit 325, 000 | 235, 000 
MIE HITE WOE os inno cca ni seen ketene taste teed ead | 118, 625, 000 85, 775, 000 
! 


Source: History of Petroleum Administration for War, 1941-45, p. 453. 
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TaBie 3.—Total crude oil deliveries made by W. E. P. 24-inch system, 1943—44 
(Thousand barrels—average per day] 


t 


Source: History of Petroleum Administration for War, 1941-45, p. 453. W.E.P. means War Emergency 
Pipeline. 


EMERGENCY MEASURES TO MOVE OIL TO THE EAST COAST IN WORLD WAR II AS 
REPORTED BY THE OFFICE OF DEFENSE TRANSPORTATION, 19487 


Early in 1941 it became evident that the weakest link in the Nation’s system 
of transporting liquids was the Gulf to North Atlantic tanker movement. This 
coastwise fleet was currently supplying the eastern seaboard with 95 percent of its 
daily 114 million barre!s of petroleum consumption. Not only was this the most 
important single liquid movement, but the one most susceptible to interruption. 
In addition to their vulnerability to attack by submarines, the ships engaged in 
this traffic were subject to call by the Navy virtually without warning. Also, 
Great Britain and other friendly nations in a critical position with respect to 
tankers were seeking immediate relief which could be granted only at the ex- 
pense of this domestic tanker fleet. 

Railway tank cars, of which there were approximately 145,000 scattered 
throughout the United States, offered the most immediate relief for the Atlantic 
‘Coast area, know as Petroleum District No. 1. Although many were rusting on 
sidings or being used for storage, still they were in existence, and there was a 
surplus. The big question was whether these cars, averaging at least 18 years of 
age, could stand the strain of iong-haul operation. As a test, 20,000 were 
pressed into service transporting crude oil from producing regions of the South- 
west to eastern refineries. By the end of October 1941, these tank-car shipments 
were averaging 600 cars of 135,000 barrels per day, compared with 5,000 barrels 
per day earlier in the year. The record mounted steadily from then on. The 
railroads on occasion reached and passed the million-barrel-a-day mark. 

In November 1941, the tankers assigned to British service were returned, and 
total shipments into district No. 1 set a new record in this month. Before addi- 
tional facilities could be provided, our entrance into the war quickly halted the 
coastwise movement. Many tankers were diverted to naval and other military 
use, and the remainder actually became targets for enemy attack. The rate of 
sinkings increased until, by the spring of 1942, it had reached astounding pro- 
portions. Thus, with the prospect of domestic tanker transportating virtually 
wiped out, the shortage of materials and the exigency of time made it necessary 
to secure maximum utilization of all other existing transportation facilities. 

The distribution of petroleum and products by rail, pipeline, tanker, and 
barge into district No. 1 during the war was as follows: 


| 1945 (6 


1941 | 1942 1943 =| 1944 | months) 


anlitiox 


Percent rs 
By pipeline... te EE Se. SSS 3.5 td 1 
By rail__ Pid ebanking nk a nae iat Ladies | 2.3 | 51.6 6 
SPOON cikkdeicacs-ocetepebd ee Ye ee : 32.6 | 1 


Percent | Percent 
i 
9. 2 | 


Percent 

5 | 7.0 

} 40.4 

| 27.35 

2.6 | 24.8 
| | 


Tank-car movements 


Tank cars, being the most flexible vehicles for long-haul movements, were 
ealled upon immediately to take over the bulk of the load which the tankers had 


2 Excerpts from report entitled “Civilian War Transport, Chapter XXV.” 
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handled. At the same time, tank cars had to maintain other essential distribu- 
tion of liquid products. The new eastern movement and the distribution move- 
ment both had to be continued and expanded to meet the demand. 

The Office of Defense Transportation in February 1942 sought to increase the 
tank-car fleet by 20,000 cars and additional locomotive power, but the request 
was denied by the War Production Board because of other heavy demands on the 
supply of critical materials. Therefore, the task of transporting petroleum liquid 
products had to be met with 104,801 tank cars in the petroleum service exclusive 
of railroad Army- and Navy-owned tank cars. For transporting other than petro- 
leum-liquid products, except milk, there were available 25,700 cars, 14,500 of 
which were used for chemicals. 

From this traditional pattern of widely scattered and independent movements, 
with their attendant duplication of facilities and multiplicity of cross and back- 
hauls, the liquid-transport network had to be coordinated and almost completely 
reoriented. 

A number of important steps were taken. On short hauls, tank cars were re- 
placed by tank trucks, which were more efficient for the purpose, thus leaving 
tank cars free for long-haul service. Barge movements on rivers and canals had 
to be built up where none existed before. Pipelines, designed to carry crude oil 
or petroleum products in one direction, were reversed and diverted to another 
service. Various joint rail-barge-pipeline movements were established and coor- 
dinated. Although the emphasis in this coordination and reorientation was a 
northerly and easterly direction of movement, there was simultaneously a rising 
volume of other movements to be accommodated, among them an entirely new 
mass movement of liquids to the west coast for military use. 

The structural strain upon tank cars in the long-haul service began to take its 
toll; tank cars broke down as a result of hard and constant usage. This served 
not only to slow down train movements but reduce rapidly the tank-car supply. 
The usual practice of sending tank cars to the shops of their owners for needed 
heavy repairs, often necessitating long hauls of crippled cars, was discontinued, 
and such cars were required to be sent to the nearest repair point regardless of 
ownership either of the cars or of the repair shops. 

Most petroleum shippers and receivers on the eastern seaboard lacked adequate 
facilities for loading and unloading tank cars at points of origin and destination. 
The railroads spent more than $18 million on improving their facilities to meet 
the need. New facilities for handling an estimated 200,000 additional barrels 
per day were made available at 23 terminals located from Norfolk, Va., to Port- 
land, Maine. Numerous additional equipment was improved or constructed at 
other loading and unloading points. 

The outstanding feat of pipeline construction was the building of the 24-inch 
line from the Texas oilfields to the east coast known as the Big Inch. In 1941 
the Supply, Priority, and Allocation Board twice refused to approve this project, 
but on June 10, 1942, the War Production Board, on recommendation of the 
Petroleum Administration for War and the Office of Defense Transportation 
authorized the allocation of materials for its construction. The work began on 
August 3, 1942, and on August 15, 1943, oil poured out of the line at Philadelphia. 
Its daily output at the close of the war was 300,000 barrels a day. A second war 
emergency 20-inch pipeline, known as the Little Inch, designed to deliver 235,000 
barrels per day from the gulf coast to the New York area, was completed on 
March 2, 1944. 
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AppeNnpDIx B 


United States postwar economic effects on coal and rail industries of foreign 
residual oil imports, 1946-54 




































































3 Residual imports Bituminous coal revenue loss 
SSS ee an - 
, | Barrels of oil (000 Coal equivalent tons | | Aggregate value (000 
Year | omitted) (000 omitted) Value omitted) 
| ae ee ee | per ton | a. a ee 
| Amount | Cumulative | Amount | Cumulative | | Amount |Cumulative 
(2) (3) (4) © | ® |M@xH| ©® 
| ' | 
ite acne oars ot tan E tare eee 
44, 647 | 44, 647 10, 714 | 10,714} $3.44] $36,856 $36, 856 
54, 244 98, 891 13,018 | 23, 732 | 4.16 54, 155 91, O11 
53, 269 152, 160 12, 784 36, 516 4.99| 63,792 154, 803 
75, 175 227, 335 18, 042 | 54, 558 4.88 | 88, 045 242, 848 
120, 036 347, 371 28, 809 | 83, 367 4. 84 | 139, 436 382, 284 
119, 166 466, 537 28, 600 | 111, 967 | 4.92 | 140, 712 522, 996 
128, 479 595, 016 30, 835 142, 802 4. 90 | 151, 092 674, 088 
136, 209 731, 225 32, 690 175, 492 | 4. 92 | 160, 835 834, 923 
131, 846 863, 071 31, 643 207, 135 | 4.82 | 152, 519 987, 442 
Man-day loss Miners wage loss 
| 1 
Aggregate loss (000 | | Aggregate loss (000 
Wane Tons omitted) Average | Average daily; omitted) 
man a nn’ heels | caring: ae- 
y ketene earnings | sume 8 hours! 4 pount 
(4) + 9) Cumulative | G0 x 13) | Cumulative 
(9) (10) | (11) (12) (13) (14) (15) 
a 6. 30 1, 701 1, 701 $1. 40 $11. 20 $19, 051 $19, 051 
NE i cemnne 6. 42 2, 028 3, 729 1. 64 13. 12 26, 607 45, 658 
Se 6. 26 2, 042 5, 771 1.90 15. 20 31, 038 76, 696 
JR Stet eed 6. 43 2, 806 8, 577 1.94 15. 52 43, 549 120, 245 
a 6.77 4, 255 12, 832 2.01 16. 08 68, 420 188, 665 
Res dtsncns 7.04 4, 063 16, 895 2. 21 17. 68 71, 834 260, 499 
) 7.47 4, 128 21, 023 2. 29 18. 32 75, 625 336, 124 
, «= ee 8.17 4, 001 25, 024 2. 48 19. 84 79, 380 415, 504 
Weeelit-sias. cs 8. 50 3,723 28, 747 2. 48 | 19.84 | 73, 864 489, 368 
Freight revenue loss 
' 
—— - coal} Tons lost (000 omitted) Revenue loss (000 omitted) 
production |__ i . (osetia sianecesnapiiiagainmammeateanitmreaan 
Year transported- ‘ oe 
carried by mount ea Amount = 
rail (4) X(16) Cumulative (17) X(19) Cumulative 
(16) (17) (18) (19) (20) (21) 
- ee es ee ee a 
87.0 9, 321 9, 321 $2. 27 | $21, 159 $21, 159 
86.0 11, 195 20, 516 2. 49 | 27, 876 49, 035 
85.4 10, 918 31, 424 2.74 29, 915 78, 950 
83.7 15, 101 46, 535 3.00 45, 303 124, 253 
82.9 23, 882 70, 417 | 3.09 73, 795 198, 048 
83.0 23, 738 94, 155 3. 16 | 75, O12 | 273, 060 
82.8 25. 531 119, 686 | 3. 35 | 85, 529 | 358, 589 
81.4 26, 610 146, 296 | 3. 33 | 88, 611 | 447, 200 
81.0 25, 631 171, 927 | 3.28 | 84, 070 | 531, 270 


! Based on 4.167 barrels of residual oil to 1 ton of bituminous coal. 


Source: Cols. (2), (6), and (9), U. S. Bureau of Mines. Col. (12), Bureau of Labor Statistics. Col. (16), 
Bituminous Coal Annual, 1952, p. 108, and Proposed Table for 1953 Annual, Bituminous Coal Institute, 


basic figures from Bureau of Mines. Col. (19), ICC, total bituminous coal freight revenue divided by 
tons originated. 


NotTe.—1954 figures are preliminary. 
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TaBLe 1.—United States postwar economic effects on coal and rail industries of 
foreign residual oil imports, 1946-54 


| Railroad wage loss 





weiss | Revenue loss (000 omitted) | Percent cem- | Wage loss (000 omitted) 
eee —— of 
operating 
Amount | Cumulative | revenues | ox 
} | Cumulative 
(1) (2) | (3) (4) (5) 
SN, ern 
1946... awe Soa es ooney $21, 159 | $21, 159 54.7 $11, 574 $11, 574 
a ee aul 27, 876 | 49, 035 50.1 13, 966 | 25, 540 
i etisntea soak aos eeanunel 29, 915 | 78, 950 49.3 14, 748 | 40, 288 
1949___ ——— dae Si 45, 303 | 124, 253 51.5 | 23, 331 | 63, 619 
 QRESER Tere: its. 73,795 | 198, 048 48.5 35, 791 | 99, 410 
Ee badecnen + dnbhdeden a 75. O12 | 273, 060 50.8 | 38, 106 | 137, 516 
a ebihir hd» 0 Hun tile Dik 85, 529 | 358, 589 50.4 | 43, 107 180, 623 
SE ciliecn «os athhdileba iia | 88, 611 | 447, 200 49.9 44, 217 224, 840 
ee eee ee 84, 070 | 531, 270 51.5 43, 296 268, 136 


| 


| 
| 


Nore.—1954 figures are preliminary. 


TABLE 2.—United States—Production and imports of residual fuel oil by selected 
years, 1940-54 


(Thousands of tons coal equivalent] ! 

















Production of residual oil 
| | 
sacl } Imports of | -, 
Posted | From | From | residual oi] | Tot#! supply 
Total | foreign | domestic 
crude crude 
(1) oul ie © | (6) 
| | 
| pores 
| 
ee... aks 75, 893 | 3, 009 | 72, 884 | 7, 048 82, 941 
SL Ai 5d os oa eden 103, 527 6, 073 | 97, 454 10, 715 114, 243 
Mitncs<es- ab itipetle++s.sate dl 107, 471 | 7, 003 | 100, 468 13, 019 120, 489 
DE Midian dons diabghinnenambhed 111, 916 | 8, 929 102, 987 12, 785 124, 701 
a ee ee | 102, 052 | 12, 673 | 89, 37 28, 809 130, 861 
PIs oo scene ditiiinee vodsiigas 112, 650 | 13, 084 99, 566 28, 600 141, 250 
es eee 108, 935 14, 8: 94, 099 30, 835 | 139, 770 
SS Se eee ear 107, 995 | 16, 788 91, 207 32, 690 140, 685 
SEO iB nc connie Sooscsusdtet | 99, 624 | 17, 116 | 82, 509 31, 643 131, 267 


| 
| 4.167 barrels of residual oil equivalent to 1 ton of bituminous coal. 
2 Preliminary—First 10 mor.ths based on Bureau of Mines Monthly Petroleum Statement data; Novem- 
ber, December, computed from API Statistical Bulletins. 


Nore.—Figures may not add because of rounding. 
Source: U. 8. Bureau of Mines, Monthly and Annual Petroleum Statements. October and November, 
1954 computed from API Statistical Bulletins. 
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TABLE 3.—United States yearly imports of residual oil, 1935-54" 
[Barrels of oil—(000 omitted)] 

— ) kava ; 

Index | Index 
| > eee ee 

Period Period period 
| 1940 = 100 | 1946= 100 
a) 4) Q@ | @® (4) 

OR cin eetaies ah a a Bess. ae | 
Sak oie AS EE Lhe ech caDhedehanclll Miiecihscoc0is3-. 44, 647 | 152.0 100.0 
eh. eM ee ee 54, 244 184.7 121. 5 
Sais scsc. Seek eck bc hae. soso | 53260} 181.4 119.3 
WR ais) vies... SE a ik Oe, ccc st. 75,175 | 256. 0 168. 4 
BR anopck bh nwuh MEG 26th as 120,036 | 408.8} = 268.9 
h,...1402kcasae 1951_....- Ls sab. | 119,166 | 405.8). 266.9 
Ws akckdacsd Ledascccccsces} 19R479| 487.5} 287.8 
1000S... ., sttucen.) OE OR Sci cs HOO... ~~ cs 136,209; 437.5| 287.8 
GR... <:.2h-.ck (SR e EDR HE os SOONG 2 ccs a 131,846 449.0 295. 3 





1 Imports to continental United States only. 
2 Preliminary. 


Source: Bureau of Mines, A Quarter Century of Fuel-Oil Sales, p. 99 (data for 1935-50). 


Monthly Petroleum Statements API Statistical Bulletin. 


Bureau of Mines, 


TABLE 4.—Total United States imports of risidual fuel oil by months, 1946-54 


(Thousands of barrels] 




















1947 | 1948 | 1949 | 1950 lie) 1. 1951 1952 1953 | 1954 
(3) | mo | © | & m | ® @ | ao) 
| | | ee: a ee 
5,300 | 5,003 | 5,131 | 10,204| 13,842) 12,739) 15,549 | 15,055 
8,003 | 5,452 | 4,206 | 7.180) 12,080) 11,855) 12042) 13, 5zl 
5,383 | 5,205| 4.939| 11.680 | 1,347} 12691 | 13,127] 12.141 
5,462 | 4,686 | 5,537| 10.528! 10,577| 10,473| 10,519 | 9, 962 
4,805} 3,734| 4,966) 9,302] 9,768, 10,849) 11,394] 8, 566 
3,004} 3,574 1 5,385 9, 043 8,682 8,929 9, 543 9, 533 
4,030} 4,123] 5,813| 8,429; 6,672, 7,997| 8818| 8,382 
3,186| 4.478| 5,985| 9.251| 7.357| 6656| 7.304 7,707 
3.516 4332| 7.185| 9.007 | 6 532 | 7790) 8846 8371 
3,879| 3.106/ 8181| 10,846| 9.737| 11,323| 10,286| 11,160 
4,996} 4.112| 7,.507| 11,778] 10,583| 10.582) 12907| ‘11,722 
5,500 | 5.374 | 10,160] 12689! 11,980! 16.595| 15,004| 115,726 
54, 244 | 53,269 | 75,175 | 120,036 | exes | nse 119, 166 k 128,479 | 136,209 | 1 131, 846 
Daal 


1 Estimated. 


Source: Bureau of Mines Mineral Industry Surveys, col. 2, Statement No. P297; col. 3, Statement No. 
P309; col. 4, Statement No. P322; col. 5, Statement No. P335; col. 6, Statement No. 'P347; col. 7, Statement 
No. P360; col. 8, Statement No. P371; col. 9, Statement Nos. 361, 362, 363, 365, 366, 368, 369, 370, 372, and 


F371; col. 10, Statement Nos. 375, 376, 377, "378, 379, 380, 382, 383. November and December estimated 
from API Bulletins. 
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TasLe 5.—East coast total supply of residual fuel oil by selected years, 1940-54 


[Thousands of tons coal equivalent'] 


| 


Foreign residual Percent total supply 























ites is \ from foreign oil 
esidual| : eceipts ee: wel 
Year from from from Total | 
S Residual domestic! Grit Cali- | supply?) | Residual 
|Residual) from | motay crude ? fornia 'Residual) from Total 
imports | foreign | imports | foreign — 
crude crude 
© |} @ |e (4) (5) (6) (7) () | @ (10) (11) 
acc ateanmceennatel seating salitiitia tistical tecittiisalitaaladitalintasaitaiiis etelpnedianenntisteiie spaniel tical mm Saati Sih ctinsnincasiidiae 
| | 

1940 7, 027 2, 389 | 9, 416 | 10, 391 16, 163 176 36, 146 19. 4 | 6.6 26. 0 
1946 | 10,687 | 6,067 | 16,754 | 13,135 Spee isas... 43,117 24.8 14.1 38.9 
1947__- 13, 052 6,955 | 20,007 13, 870 14, 717 Selnaeé ; 48, 594 26.9 | 14.3 41.2 
Peas 12,825 | 8,584 | 21,409 11,603 | 16,514 |...-- 49, 526 25.9 | 17.3 43.2 
1949___ -| 17,870 | 9,827 | 27,697 6, 664 16, 206 1,577 | 52,144 34.3 | 18.8 53.1 
1950... 28. 820 12,077 | 49,897 6, 186 14, 191 3, 679 64, 953 44.4 18. 6 63. 0 
I ccdciees | 28,558 | 12,547 | 41,105 | 7,677 14, 454 |__- ; 63, 236 | 45. 2 19.8 65. 0 
1952__. 30, 832 13, 625 | 44, 457 6,898 | 14,230 |_--_-- | 65, 585 47.0 20.8 67.8 
1953 32,611 | 14,511 | 47,122; 5,805 15, 330 |.... 68, 257 | 47.8 21.3 | 69.0 
1954 4__. 31, 559 15,295 | 46,854 | 3,104) 14,000 260 64, 218 | 49.1 23.8 | 73.0 


1 4.167 barrels of residual oil equivalent to 1 ton of bitumincus coal. 

2 East Coast refinery production, district 1, less yield (30 percerft) from foreign crude (col. 3). 

3 Figures may not add because of rounding. 

4 Preliminary—January—October data from Bureau of Mines, November, December, computed from 
API Statistical Bulletins. 


Source: U.S. Bureau of Mines Annual and Monthly Petroleum Statements; A PI Statistical Bulletins. 


TABLE 6.—Total east coast imports of residual fuel oil by months, 1946-54 


[Thousands of barrels] 























| | | | 
Month 1946 1947 1948 1949 | 1950 1951 1952 | 1953 1954 

(1) | (2) (3) 4) | © | © (7) (8) | @ (10) 

a -|—- | | — | -| — 
January -..-.-...-- ;: 5, 390 5, 083 5, 131 10 O98 13. 842 12, 938 15, 508 14, 991 
February...-..-..-| (!) 5, 003 5, 454 4 296 7, 087 12. 099 11, 860 12, 639 13, 521 
March. soleaohs | (‘) 5, 383 5, 201 4, 938 11, 606 10, 938 12.750 13, 127 12, 141 
Rs wanbitaek tle 5, 386 4, 681 5, 621 10 415 10, 375 10, 472 10, 515 9, 962 
Se atitpniceipcon wanna eta arheene 3, 734 4, 857 9 340 9, 768 10, 986 | 11, 391 8, 566 
June-___--- hei (Q) | 2, 969 3, 574 5, 385 9 039 8. 605 8, 913 9, 543 9, 533 
July _- A (1) | 4,024 4,116 | 5 703} 8, 325 6, 672 7, 645 8, 818 8, 382 
August - - ; } (il) 3, 171 4, 428 5 985 | 9,105 7, 357 6, 655 | 7, 277 7, 707 
September A Sl eee 4, 307 7, 045 9 061 6, 532 7, 787 8, 846 8, 336 
October ; 3.323 | 3,879 3, 006 8,131 | 10 632 9. 758 | 10, 981 10, 286 11, 156 
November. ..| 3.804 4, 996 3, 966 7, 227 11, 778 i0, 682 10, 436 12, 997 211, 600 
December | §,021 5, 590 5, 065 9, 886 12, 689 11, 980 16, 593 14, 934 2 15, 600 

Total. .--. a _.....-| 54,069 | 52,638 | 74,719 | 120,025 | 118, 608 128, 070 135, 881 2131, 495 











1 Data on east coast imports of residual not available prior to October 1946. 
2 Estimated. 


Source: Bureau of Mines, monthly petroleum statements, October 1947 through July 1954. 
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Tas_e 7.—Total United States sales of residual fuel oil in the competitive and 
other markets, 1937-53 


Market 
(wD 


COMPETITIVE 


Electric and gas utilities --__- 
Smelters, mines, and man- 
aeitent wo 02. 56-5 
Heating oils. __.......-.---- 
Pi. SE 


Total competitive ---. 
OTHER 
Railroads 


Vessels (including tankers) -| 


Miscellaneous. __-___..----- 
Oil company fuel---.-_-.--.--- 


Soest Oe... -2.-.-5 
Total United States_- 


COMPETITIVE 


Electric and gas utilities___- 
Smelters, mines, and manu- 

I ciate tccintucdanivge tel 
Bae: 
Military uses 


Total competitive ____- 
OTHER 


Rs rane tig teen 
Vessels (including tankers) -- 
Miscellaneous .--__---------- 
Oil company fuel 


Total other 


Total United States__- 


































































































[Thousands of barrels] 
: ees 
1937 | 1938 | 1939 | 1940 | 1941 1942 | 1943 | 1044 1945 
(2) (3) (4) (5) (6) (7) 8) | @ | (10) 
23, 521 | 23, 882 | 27,008 | 28, 234 | 33,622 | 28, 101 | 30,858 | 34,476 | 34, 532 
69, 107 | 54,814 | 60,851 | 66,610 | 78,024 | 84, 515 | 84, 219 86,664 | 91,176 
35, 382 | 35,935 | 39,101 | 44,846 | 46,606 | 47,483 | 42,670 | 40,474 | 43.874 
8,792 | 10,974 | 11,159 | 15,781 | 25,746 | 56,531 | 92,713 |101,347 | 97,485 
136, 802 |125, 605 |139, 019 |155, 471 |183, 998 |216, 630 250, 460 262, 961 961 | 2 _ 267, 067 
ce i. 
67,829 | 56,109 | 60,977 64, 904 | 80, 565 | 90, 996 | 116, 278 laa, 635 | 112, 297 
71, 496 | 61,178 | 65, 146 | 61,554 | 56,678 | 37,817 | 62,196 | 92,069 | 100,365 
6911 | 4939] 4990| 5.313) 5.568| 6.019| 6.420| 4.484| 5.200 
42, 121 | 42,578 | 48,241 | 50,864 | 54, 181 | 44,871 | 47,123 | 55,363 | 57, 336 
/188, 357 |164, 804 ii 94 ia 79, 354 |182, 635 |196, 992 |188, 703 (232, 017 |266, 451 | 275, 198 
1325, 159 200, 409 ‘318, 373 "838, 106 380, 990 |405, 333 482, 477 |529, 412 | "$42, 265 
| | | 
Percent 
| | change 
1946 | 1947 | 1949 1950 | 1951 | 1952 | 1953 | 1953 
| } over 
1946 
(11) (12) (13) (14) | (15) | (16) (17) | (18) | (19) 
50,921 | 60,964 | 56,812 | 80,092 | 93,062 | 70,550 | 70,497 | 85,352! +67.6 
99, O11 |115, 108 | 1117, 780 |122, 633 |148,111 [157,279 158, 373 166,748 | +68.4 
| 49, 734 | 56,402 | 58,639 | 60,414 | 72,716 | 76,164 | 79,151 | 81,824 | +64.5 
| 35,822 | 19,147 | 24. 655 | 22,724 | 28,333 | 38,054 | 37,185 30,435 | —15.0 
|————— | ——_ ———_| ——_ — 
235, 488 |251, 621 \257, 886 |285, 863 |342, 222 [342,047 345,206 364,350 | +54.7 
| | | | | 
100. 305 | 97, 500 |"89, 588 | 63, 467 | 60,878 | 54,998 | 40,489 | 28,477| —71.6 
88, 185 |101, 900 | 95,763 | 89,362 | 92,947 |107,007 |110, 412 |114,324 | +29.6 
5,028 | 6,859} 6,623 | 4,574 | 4,898 | 5,280| 5,745 | 6,326| +25.8 
| 58, 054 | 62,649 | 56, 637 | 51, 667 | 5:, 263 | 54,056 | 54.421 | 51 243 | —11.7 
‘251, 572 |268, 908 |248, 611 209, 070 211, 986 221, 341 211, 067 200, 370 —20.4 
487, 060 |520, 529 (506, 497 |494, 933 554, 208 |563, 388 1556, 273 |564, 729 | $15.9 


1 Includes some crude oil burned as fuel. 





Sources: Bureau of Mines, Information Cireular 7630, A Quarter Century of Fuel Oil Sales (1935-50), 
table 2, p. 6. Mineral Market Report No. MMS 2306 (1951-53) table 3, p. 2. 


57600—55—pt. 2 








9 
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TABLE 8,—Sales of residual fuel oil by east coast, United States other than east 
coast, and total United States, shown with total United States residual oil 
imports, 1935-53 








{Thousands of barrels] 
Sales in Total United 
Year East’coast |UnitedjStates| Total United States 
sales other than | States sales residual 
east coast imports! 
(1) (2) (3) (4) (5) 
EE isccwgue anh n adnate tide cabmn in apagsiied 106, 449 173, 147 279, 596 16, 115 
kn dig aenhponnihn tpt Ends teaokhandeiledl 121, 602 184, 292 305, 894 18, 801 
Biss dongs anendknh ttpandianottiasdiaeb akin ictiitind 125, 505 199, 654 325, 159 22, 114 
a taal see 121, 839 168, 570 290, 409 21, 065 
Pits ta ttghcmhne tel><pudineiadrdamdaihe ett 132, 063 186, 310 318, 373 15, 680 
SI concdhsigsteininenenindhegescnes quliadenieeitasiie aidan aaa 138, 421 199, 685 338, 106 29, 366 
SEIN siiuisepddssedectiepen-o-tesgonart-bagn tenn a siege apebeda aibaimere 146, 042 234, 948 380, 990 37, 369 
134, 920 270, 413 405, 333 18, 432 
143, 370 339, 107 482, 477 27, 210 
182, 116 347, 296 529, 412 36, 485 
178, 431 363, 834 542, 265 31, 648 
182, 387 304, 673 487, 060 44, 647 
204, 353 316, 176 520, 529 54, 244 
205, 764 300, 733 506, 497 53, 269 
226, 694 268, 239 494, 933 | 75, 175 
274, 849 277, 551 552, 400 120, 036 
270, 717 290, 424 561, 141 119, 166 
275, 462 277, 356 552, 818 128, 479 
287, 010 275, 679 562, 689 | 136, 209 








1 Practically all residual imports are received at the east coast. 


Sources: (Cols. 2, 3, 4.) 1935-49 U. S. Bureau of Mines, Information Circular No. 7630, p. 62; 1950-53 

U. 8. Bureau of Mines, Mineral Market Reports Nos. MMS 2091, p. 17,*MMS 2188, p. 17, and MMS 2306, 
. 14, (Col 5) U. 8. Bureau of Mines, A Quarter Centurygof Fuel Oil Sales, p. 99. (Data for 1935-45.) 
ureau of Mines Monthly Petroleum Statements. 
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TaBLe 9.—Total east coast sales of residual fuel oil by coal competitive and other 
markets, 1946-53 


[Shown in thousands of barrels and thousands of tons, coal equivalent '} 
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| 1946 1948 1950 


Coal 
equiv- 
alent 


Coal 
uiv- 
mt 


Coal 


Resid- Resid- Resid- 
equiv- 
ual ual alent ua! 


@) 


COAL COMPETITIVE 


Electric and gas utilities... _.___- 
Smelters, mines and manufacturing 
Heating oils 

Military uses. -....-- bancnaaeancateuea cares 


8, 106 
12, 385 
6, 655 
1, 699 


28, 845 


37, 337 
59, 982 
38, 134 

9, 242 


144, 695 


8, 960 
14, 395 
9, 151 
2, 218 


34, 724 


Total competitive 


Railroads.. ____. 

Vessels (including tankers) 
Miscellaneous 

Oil company fuel 


Total other 
Total east coast 


496 
9, 657 
478 
4, 293 


14, 925 
43, 769 


2, 155 
37, 665 
2, 385 


517 
9, 039 
572 

18, 864 4, 527 
14, 655 | 


61, 069 
205,764 | 49,379 | 
} | 


COAL COMPETITIVE 


Electric and gas utilities 
Smelters, mines and manufacturing 
Heating oils 


Railroads 
Vessels (including tankers) .............--- 
Miscellaneous 

Oil company fuel 


1951 


1952 


Coal 
Residual — Residual 
t | 


(9) 


11, 389 
21, 235 
11, 335 


Coal 


‘alent 


(10) | (11) 


48, 957 


11, 840 
21,071 
11, 557 
4, 489 


316 
11, 241 
443 


5, 149 


17, 149 
66, 106 


1953 


| 
| 
| 


Residual 


(12) 


59, 889 
93, 583 
50, 504 
13, 810 


217, 786 | 


1,113 
45, 056 
2, 296 
20, 759 





287,010 


uiv- 
ent 


(13) 


16, 613 
68, 877 


! 4.167 barrels of residual oil equivalent to 1 ton of bituminous coal. Figures may not add due to rounding. 


2 Includes some crude oil burned as fuel. 


Sources: U. 8. Bureau of Mines Information Circular 7630—A Quarter Century of Fuel Oil Sales, table 
54, pp. 71,72. Mineral Market Report, No. MMS 2306 (1951-52-53), tables 6,7, 8, 9, 14. 
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Taste 10.—New England sales of residual fuel oil, 1940, 1946, 1951-53 


(Thousands of barrels] 








State 1940 1946 1952 1953 
(1) (2) (3) (5) (6) 
1. Maine. k <lcmmammasick SNL. A ee 1,679 2, 258 ( 
2. Beate Timp ONire... . - scien au ---160. chic sihedinlen ve 771 "768 4 2 er 
3. Vermont... shescesldeovecchesc doers 186 203 "300 475 
4. Massachusetts.._._..-.................--....-..] 14,558] 14,711 30,003 | 32,763 
G0 One aee tis. nape Be. see 6, 246 5, 576 9, 756 10, 993 
é -Commeationt. --._..---- 2 5,119 7,117 13, 475 14,377 
Total...____- be tet reas k ae tees 28,559 | 30,633 59, 861 65 
7. Coal equivalent ! (thousand tons).....___....._.. 6, 854 7,351 14, 365 earn 








' Converted at rate of 4.167 barrels of residual equal 1 ton of bituminous coal. 
Source: Columns 2 and Z—Bureau of Mines, Information Circular 7630, p. 62; columns 4 and 5—Bureau 


Sern Mineral Market Report No. MMS 2188, p. 17; column 6—Mineral Market Report No. MMS 
», DP. " 


TaBLe 11.—Residual fuel oil prices* at New York Harbor—shown by months and 
years, 1946-54 


[Price per barrel of 42 gallons] 
































| ” 1954 
Month 1946 1947 1948 1949 1950 1951 1952 1953 (8 mos.) 
(1) (2) (3) (4) (5) (6) (7) (8) | (@ (10) 
Jom os sindesnan sb $1.51 | $1.92} $3.03 | $2.42 | $2.05 | $2.15 | $2.45 $2.05 $2. 25 
February -...-..-- 4 1.51 2.00 3. 03 2.09 2.05 2.15 2. 45 2.00 2. 25 
eee eee 1. 60 2.09 3.03 1.95 1.91 2.15 2.45 2.00 2. 25 
DOT kinda casseecabauese 1.72 2. 22 3.03 1. 83 2.00 2.15 2. 45 2.08 2.25 
WE aw ssacidadacapcnek 1.72 2. 23 3.03 1.70 2.05 2.15 2.45 2.10 2. 25 
I i sninisecthmainiiltenstnitiniianinialaiidiah 1.72 2.27 3.03 1. 60 2.05 2. 43 2. 45 2.14 (2) 
GUN 6 acncdiendsapinngecade LiF 2. 27 3.03 1.60; 2.14 2. 45 2. 45 2. 25 22.15 
EEE... di cccicntitnbintmeds 1.97 2. 34 3. 03 1.69 2.15 2. 45 2. 16 2. 25 22.15 
ee ee 1.92 2. 37 3. 03 1.82 2. 20 2. 45 2.10 2. 25 (?) 
ee ee ae 1.92 2. 37 3.03 1.96 2. 22 2. 45 2.10 2. 25 2. 25 
PEOVER. cos bs..snkude 1. 92 2. 60 2. 98 2.05 2. 16 2. 45 2.10 2. 25 2.25 
Wee EL. 2s sassnnnccivis 1. 92 2. 76 2.78 2.05 2.15 2. 45 2.10 2. 25 @) 
Yearly average 
PWIONGi555.- cies 1.76 2. 29 3.00 1.90 2.09 2. 32 2.31 BIG LoL. ccce 
| 








1 Monthly and yearly average “lows and highs’’ prices of bunker ‘‘C’’ fuel, ships’ bunkers (ex-lighterage) 
at New York Harbor. 

2 The price of bunker “C,’”’, New York Harbor, was $2.25 per barrel through June 21; during the week 
ending June 28, 2 dealers were selling at $2.15 per barrel, and 9 dealers were selling at $2.25. During week 
ending July 2, 2 dealers were selling at $2.15 per barrel and 9 dealers were selling at $2.25 per barrel with this 
latter price subject to 10 cents per barrel ‘‘voluntary allowance.”’ The pricing situation which prevailed 
during the week ending July 2 continued without change up to and during the week ending Sept. 27. Dur- 
ing week ending eee 27 all 11 dealers went back to selling at $2.25 per barrel. During week ending Oct. 4, 
the price for all 11 dealers still stood at $2.25 per barrel. 

3 Price of bunker ‘‘C’’, New York Harbor rose from $2.25 to $2.35 during week of Dec. 10, 1954; price still 
stood at $2.35 on Jan. 7, 1955. 


Source: Platt’s Oil Price Handbooks, 1946-51, inclusive, pp. 146, 174, 130, 146, 156, and 92, respectively; 


Platt’s Oil Price Handbook and Oilmanac, 1952-53, inclusive, pp. 102 and 75, respectively; National Petro- 
leum News weekly issues, Jan. 6, 1954-Oct. 4, 1954. 
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TasLe 12.—Tanker rates Netherlands West Indies—United States north of 








Hatteras 

Average Average Average Average 

Year rate per rate per Year rate per rate per 

gross ton ! barrel 2 gross ton ! barrel 2 
| Re ee eR $5. 397 $0. a | — A ib cccnas dbus 1. 820 . 269 
TO ii la a dead 4.033 Oz |) 1954 ficpillcsadaadectl aise cnasenepaecionatiai 1. 791 - 265 
| Ree per 1. 697 “Sl 1955 (Jan. 12)_........... 2. 700 . 399 

1954 (first 9 months) ----- 1. 485 - 220 


! Dietze, Inc., ships brokers, New York, N. Y. 


2 Computed on the basis of 6.04 barrels of residual oil to 1 net ton (p. 247, Petroteum Facts and Figures, 
tenth edition, 1952). 


TABLE 13.—Prices of bunker “C” fuel oil for export in Aruba 


Effective date Per barrel Effective date Per barret 
Urs a cciestseninctinmnicioes $0. 97 eI i Ecchi niniciesttnniapethsinensvstn $1. 35 
i SS ee 1.18 Nitti BE hp ininconcnicymepaticri 1, 25 
SU OOep insane 1.39 TE PE tneics ernie 1.20 
Sh 6.t cd bdo 1.38 DS dincctnnicetias 1.15 
TRO MiNi da ceucnislent 1, 48 see 1. 20 
Bink cc aed a 1.38 DO Dei ccceiccinscabies +2. 35 
SGT PO TE icine ctinittinn 1. 48 Pe i ceinsiiclnittii cdi 11.35 
SS | See 1.68 OS 1. 50 
Bee” Ooo ec 1.73 I ce IR nite hentia Biaicbinoc 1. 65 
BE. - Ticcsinscmcmpiasemial 1. 68 TNS. Ainrncinentiichttannemniaatii 1.5 
a ee a ee 2. 00 Ml EG ins techs econ 1. 65 
MOQ, :20)..0)-edentee 2. 46 DOE  Buscnci-aeses~ww<ie 1. 75 
WOR INOW Dis tcaiincccmndes 2. 25 BND, cotati cacadeeasonie (*) 
Ot: So. nn cawalenes 2. 00 WSUS Qiiinecnisonseccn 1. 65 
Dee SOR. 8d cen 1. 90 I a 1. 50 
eS a Sake 1.70 tert IAI dictasncs ecclesia 1. 60 
DE nb tisstensnd heii 1. 55 en a 1. 85 
Bee, Ube escsalee 1. 42% | 1954—31.85 still in effect as 
Mar. eet aor é of Jan. 7,1955. 


1Prices Jan. 


esi 1946, through July 20, 1949, are the lows for bunker “C” fuel oil along 
e 


ulf coast ica Platt’s ligram. (These are the prices quoted by Standard Oil Co. 
.) in Aruba as their export wices. From Aug. 1, 1949, the prices are Standard’s own, 
Platt’s Oilgram low prices for bunker “C” along the gulf coast. 


(N 
but still follow closely 
2No changes. 


Source: Standard Oil Co. (N. J.). 
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TABLE 14.—Imports of crude petroleum and petroleum products, 19538 and 1954* 
{Thousands of barrels] 


Crude petroleum | Residual fuel oil |All other products 


P 
Pp pres Quantity or Quantity Pree Quantity 


1st quarter 
Se ae 


4th quarter 
Total 1953 


ist quarter 
2d quarter 


4th quarter 
Total 1954 


1 Less mw for manufacture and reexport. 
Source: U. 8. Bureau of Mines (monthly petroleum statements). 


TABLE 15.—Effect of a 10-percent quota limitation (based on previous year’s 
figures) on total United States imports of residual fuel oil in 1953 and 1954 


(Thousands of barrels] 


Adjusted 
Imports of imports of —— 7 
residual fuel Actual residual fuel | Pinker and for 
oil allowed imports of oil, less manufacture 
under queta— residual bunker and and reexport 
10 percent of fuel oil 2 for manufac- | Over pote 1 
col. (1) ! ture and (col @)—@2) 
reexport ! c 


(1) | (2) (3) (4) (5) 


Domestic 
demand a 
Period year ago 


1953 


lst quarter __- See Saad 56, : 41, 318 
2d quarter , 78 A 31, 245 
3d quarter , 157 24, 847 
4th quarter : . 38, 166 


Total 1963_.........- E ) 135, 576 


1954 


| 
1st quarter . 857 15, 886 40, 664 36, 117 
2d quarter : | 13, 497 28, 008 21, 481 
3d quarter-_- 12, 539 24, 407 17, 712 | 
4th quarter 145, 721 14, 572 38, 332 | 31, 832 | 


Total 1954___- 564, 933 56, 494 | 131, 411 | 





ist quarter 150, 856 
2d quarter 119, 883 
3d quarter | 112, 566 








1 Less imports for manufacture and reexport and ships bunkers. 
2 Less imports for manufacture and reexport. 


Nortre.—4th quarter of 1954 under col. (3)—(5) estimated. 


Source: Cols. (1) and (3), U. 8. Bureau of Mines (monthly petroleum statements); cols. (2), (4), and 
(5), computed. 
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TABLE 16,—EFffect of a 10-percent quota limitation (based on previous year’s 
jigures) on total United States imports of residual fuel oil in 1953 and 1954 


(Thousands of tons of coal equivalent] ! 








Adjusted 


Adjusted excess 
Imports of imports of 

Domestic | Tesidualfuel | Actual | residual fuel | Pf! imports, less 

demand a oil allowed imports of oil, less manufacture 

Period 5 a80 under quota— residual bunker and and reexport 

year ag 10 percent of fuel oil 3 for manufac- : = 2 

col. (1) 2 ture and over quota 
seompert ® cols. (4)—(2) 
(1) (2) (3) (4) (5) 





! Conversion factor: 1 ton of coal equals 4.167 barrels of oil. 
? Less imports for manufacture and reexport and ships bunkers. 
3 Less imports for manufacture and reexport. 


Norte.—4th quarter of 1954 under col. (3)—(5) estimated. 


a Cols. (1) and (3), U. 8. Bureau of Mines (monthly petroleum statements); cols. (2), (4), and (5) 
computed. 


TABLE 17.—Distribution of tidewater bituminous coal to Atlantic ports 1946 to 





1954 
[Net tons] 
Period New England wn 4 ee | Total 
Year 
Fit ioecctemrechinbocn Origa eiencbedtals bok babinithibaine 13, 508, 320 24, 643, 360 38, 151, 680 
a tticdecccciccetheteaectieeiednteetnadnt ated balicinentniewe 14, 988, 960 28, 729, 120 43, 718, 080 
SE Riciexs cdocicathinnd coo -scueasiearneidk deeehabeeaedy cathaiads alee once 15, 262, 240 30, 872, 800 46, 135, 040 
Tho cic bokeh erciceksecd cee eb bectdnbed 7, 769, 440 21, 349, 440 29, 118, 880 
iis oo dnb daeeeddn seed edi seewceuee 7, 504, 720 21, 853, 440 29, 448, 160 
Finn ticnusnciabathtindineteigtekimaah a dati cnn tetesatia 8, 090, 880 24, 027, 360 32, 118, 240 
ia cnsancctecdckscenssnesneebdanseecethudpwsinnes 8, 425, 760 21, 855, 680 30, 281, 440 
ee abilebcatich denen ceennduik enable uamrcuibicidel 7, 001, 120 21, 383, 040 28, 384, 160 
Pe th a Se eee 6, 467, 000 19, 417, 000 25, 884, 000 
Lp ee SE Se ae 5, 661, 000 17, 291, 000 22, 952, 000 


1 Includes tonnage delivered to points in New York Harbor, Delaware River, Chesapeake Bay and 
local points at cm og Roads Charleston from the dumping piers located at New York Harbor (Jer- 
sey side), Philadelphia, Baltimore, Hampton Roads, and Charleston. 


Source: Tidewater Bituminous Coal Statistical Bureau. 








es 


1496 TRADE AGREEMENTS EXTENSION 


TABLE 18.—HEmployment trends in selected coal mining areas of Pennsylvania, 
Virginia, and West Virginia, classified in group IV * 


[From data supplied by Department of Labor, Division of Reports and Analysis, Oct. 21, 1954] 








Seca ne RAR AMBRE ca et a ER ANS AOR Nit 




















| Percent employment 
Employment change from year 
ago 
| 
State and area | Date of data | Percent m 
| of total Total | 
7 a nonag- 
Mining | BODasere gregated | Mining 
— a | wage and 
| oe salaried 
Pennsylvania: | | iM 
Clearfield-Du Bois_-....-.----.--- | March 1954... -- 3, 800 | 14.9 —8.1 | —19.1 | 
Indiana i. nenuwnapdiioal DOS IGGEL. A... 3, 300 | 24.7 —8.6 | —26.7 3 
Johnstown. _.- ee EK a” oe 13, 150 18.7 —14.3 —22.6 E 
Kittanning-Ford City. ............| January 1954...-__| 1,200 | & —8.8} —31.4 : 
Pottsville des ccncsecewop dc) Oily MG As | 9, 600 17.6 | —11.8 —39.8 
Seranton 43 Se ge eee 3, 550 | 4. 6 | —8. 5 | —57.7 r 
Sunbury-Shamokin-Mount COar- | March 1954._......| 4, 500 10.3 | —13.0 —16.7 2 
mel. | | | 5 
Uniontown-Connellsville___.......| July 1954__.___--- 2 5, 600 | 16. 5 | —11.2 | —29. : 
Wilkes-Barre-Hazleton__.__-..--- | July 1954__.._._-- | 18, 400 | 17.0 | —9.7| —28.4 r 
Virginia: | | t 
Big Stone Gap-Appalachia_ ----_-_- | April 1054_.......- 3, 400 33.0 —18.2 —37.6 : 
Richlands- Bluefield _.........-.--- | May 1954_....--- | 7, 300 | 47.8 | —12.2 —21.9 ft 
West Virginia: | | | 
Beckley. .........- -..-2.-. Set) August 1908.......| - 46004 32.7 | —20.6| —42.9 i 
meena. i haas ae SE June 1954_._....--.| 2, 200 | 12.4 |} —9.0 —21.4 ie 
Cpertesttt—. 3 <222--s2ssse isa See ee ee 12.5 | —9.8 —29.3 , 
Clarksburg....i52.i.-..-....-. 15.1 3nne 19662 ic... | 2,400 10.7 | —8.6 | —18.6 
Fairmont.__- ache ost 4. 630 | 23.7 | —461 ~M4 
Huntington-Ashland _-..__.-.-.--- | Saly 1904..........} 1, 350 | 2.1 —6.6 | —3.6 
Logan. ; ; oou+- spat 3064... ...} 8, 970 58.8 | —14.7 | —22.1 
Morgantown __-- scien hl EE os einnatieee ol 3, 080 21.1 | —10.5 | —31.9 
Ronceverte-W hite Sulphur Springs_| August 1954__-- 1, 780 | 24.2 | —8.8 | —19.8 
Welch sacaiscucd|-Jte IAS A... 12, 450 | 61.6 | —19.0| —27.0 
Wheeling-Steubenville___..._.-__- | July 1954__._._- 5, 600 | 5.1 | —3.3 | —17.6 
| 





1 Definition of group IV: Areas of substantial labor surplus. Areas in which current and prospective 
local labor supply substantially exceeds labor requirements. 
2 Includes 4,450 workers involved in labor dispute. 


Source: U. S. Department of Labor, Bureau of Employment Security, Division of Reports and Analysis, 
Washington 25, D. C., Oct. 20, 1954. 


Indication of unemployment by areas, 1954 * 





Unemployment 
State and area Data relate to— percent change 
since year ago 
Pennsylvania: 
ae OR ee ey March 1954__.....---.-- Sia +60. 9 
a eR | +75.0 
pe SS bt name | | +105. 0 
Virginia: 
Big Stone Gap-Appalachia---............------------ xk) A: hoon vtaccedeuses | +196. 3 
pS EES SS ee et eee ee eee Daae TE6s. ...6--s.0- sales +176. 5 
West Virginia: 
a eee © ee a ee pS >. | ae +143. 5 
‘ OG. . 22.083. 558~45-~2 ei ABS oO ss cecckannees hs ES atin d o> inatiaeees’ +231. 6 
penmont .. 209d. 7m. 4¢..-- nb EE th wo ees ---------| April 1964 ane a os ici +21. 4 
eee... ... 108s. dat. dbo anne dine UD cll ch atictw medicenioaytishaas Eos wncsnusescecs 7 +169. 2 
Morgantown. ------ Peek. ea ee eee Pl ee +78. 1 
Ronceverte-W hite Sulphur Springs__--....-...-----.-- AUGER, TOPE one cnannsnkddiin’ +365. 8 





1 Each area is comprised of 1 or more counties, as defined by the Department of Labor. 








Source: U. S. Department of Labor, Bimonthly Summary of Labor Market Developments in Major 
Areas, September 1954, pp. 21-23. 
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APPENDIX C 
News RELEASES INDICATIVE OF VENEZUELA’s TARIFF POLICIES AND USE OF QUOTAS 


COTTON TEXTILE IMPORT QUOTA SET 


Venezuela’s cotton textile import quota for the calendar year 1953 has been 
established at 4,250,000 kilograms, of which 2,900,000 kilograms are allotted to 
commercial importers and the remainder of 1,350,000 kilograms to clothing 
manufacturers, 

This quota, fixed by a resolution dated January 22, 1953, covers Venezuelan 
customs tariff classifications Nos. 71 to 85, inclusive. 

Licenses will be issued by the Bureau of Commerce and Patents and will be 
valid for merchandise arriving through December 31, 1953. 

Distribution of the quota allocated to importers will be made on the basis 
of previous importations. Licenses issued by the National Supply Commission 
and the Ministry of Development against the 1952 quota cannot be utilized 
to clear imports of cotton textiles arriving after February 15, 1953. Such im- 
ports must be charged against the 1953 quota. 

The 1953 quota is 250,000 kilograms greater than the total of the three quotas 
granted for 1952, which allotted 2,750,000 kilograms to importers and 1,250,000 
kilograms to clothing manufacturers. 

(1952 Venebuelan cotton textile imports quota changes are announced in 
Foreign Commerce Weekly, March 24, 1952, p. 15; August 11, 1952, p. 23; Ne- 
vember 17, 1952, p. 19; and November 24, 1952, p. 14.) 


Source: Foreign Commerce Weekly, February 16, 1953, vol. 49, No. 7, p. 9 (Department 
of Commerce). 


CRITICISM AIMED AT VENEZUELA ON TARIFF BY COMMERCE AND INDUSTRY GROUP HERE 


Criticism of restrictive tariffs, concentrated lately on this country, was turned 
on Venezuela yesterday by the Commerce and Industry Association of New York. 

In a letter to the State Department, the organization charged Venezuela, 
with continuous tariff increases with the effect of banning many American 
products. Joseph A. Sinclair, association secretary, urged the department ta 
take action to have the trend reversed. 

Mr. Sinclair, who is director of the association’s world trade department, 
recalled that Venezuela had “raised a furor” last year over a bill in Congress 
which would have curtailed Venezuelan oil imports. The association and many 
others in this country, he said, had opposed this threat to Venezuela’s major 
export. 

Noting that the bill probably will be reconsidered this year, Mr. Sinclair 
declared that “Venezuela’s current restrictive policy is ill-advised from a 
public relations standpoint.” Manufacturers and exporters who had actively 
opposed the measure last year “‘will not be so eager this time,” he added. 

Venezuelan duties on many items such as textile piece goods, men’s clothing, 
shirts and the like already have been raised 100 percent or more in the last 
year, Mr. Sinclair wrote. It is understood, he said, that Venezuela is con- 
sidering increased rates on women’s apparel. This was described as one of the 
principal United States exports to that country. 

Mr. Sinclair said one of the primary reasons for American trade-group 
opposition to Venezuelan oil curbs was the recognition that such restrictions 
would seriously weaken a major export market. It is now felt, he added, that 
the United States Government has a valid reason for protesting what amounts 
to a ban on American goods. 

Copies of the letter are being sent to principal chambers of commerce in 
Venezuela. 


Source: New York Times, February 1, 1954. 


DUTIES UP ON GLASS TILE, MOSAIC 


Duty on glass tile and mosaic has been increased substantially, by a resolution 
of the Customs Bureau. Action was taken to provide additional protection to 
the domestic industry. 
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New duties on tiles and mosaics of any kind: 1.50 bolivars per gross kilo 
gram. 
Old duty: 0.40 bolivar a gross kilogram. 


Source: Foreign Commerce Weekly, U. S. Department of Commerce, March 9, 1953. 





TIGHTER MILK CONTROL ADVOCATED 


Powdered milk enterprise is advocating a tightening of the imports tie-in 
arrangement for duty-free powdered milk products to oblige importers to pur- 
chase 1 unit of local milk powder for each 5 units imported, instead of the 1 to 
10 proportion now in force. 


Source: Foreign Commerce Weekly, U. S. Department of Commerce, March 16, 1953. 





NEW POWDERED MILK IMPORT RATION 


Importers to qualify for duty-free importation of powdered milk, must pur- 
chase 1 unit of local milk powder for each 6 units imported. The requirement 
will in effect amount to a customs duty of 3.66 United States cents 2 pound, 
because of the high price of the locally manufactured powdered milk. This 
system renders assistance to the local dairy industry. 


Source: Foreign Commerce Weekly, U. S. Department of Commerce, March 23, 1953. 


DUTIES RAISED ON DOORS, WINDOWS 


Import duties on iron, steel, and aluminum doors, windows, gratings, etc., 
have been increased sharply and the tariff classification for prefabricated 
buildings modified by excluding doors and windows of iron and aluminum. 

Old rate for doors, windows, etc., was 0.40 bolivar per gross kilo. 

New rate is 1 bolivar per gross kilogram. 


Source: Foreign Commerce Weekly, U. S. Department of Commerce, March 23, 1953. 





RESUMES LICENSING OF POTATOES 

Issuing of import license for potatoes resumed on July 29, 1953. Imports per- 
mitted only when local potatoes are not generally available. 

Source: Foreign Commerce Weekly, U. S. Department of Commerce, August 17, 1953. 


HIGHER TEXTILE DUTIES EXPECTED 


Higher Venezuelan import duties are expected shortly to be imposed on cotton 
print cloth and rayon fiber to provide additional protection to domestic cotton 
growers. 


Request for higher import duties have also recently been made by local maca- 
roni and zipper manufacturers.—Embassy, Caracas. 


Source: Foreign Commerce Weekly, U. S. Department of Commerce, August 31, 1953. 


RAISES MATTRESS STUFFING DUTY 


Duty on upholstery and mattress stuffings has been increased, by customs res- 
olution of September 9, 1953. Change in duty rate to afford protection to local 
sisal growers. 

Established separate customs classification for upholstery and mattress stuff- 
ings, with duty of 2.00 bolivars a gross kilogram. (US$0.60.) 

Old rate 1.20 bolivar (US$0.36). 


Source: Foreign Commerce Weekly, U. S. Department of Commerce, September 28, 1953. 
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REGULATES TALLOW IMPORT 


Venezuelan manufacturers of ordinary soap, to import tallow duty free, now 
must buy 1 unit of local tallow for each 1.5 units imported; for makers of fine 
soap the ratio is 1 to 3. 

Formerly the practice was to exempt tallow from duties for importers purchas- 
ing the ratio of 1 local unit to 5 imported. 

The new ratio was fixed to increase local sales of domestic tallow. 


Source: Foreign Commerce Weekly, U. S. Department ef Commerce, November 2, 1953. 


TIGHTENS ENTRY OF CASHMERE 


The requirement that importers of cashmere cloth must purchase 1 unit of 
local weave for each 2 units imported has been changed to 1 unit of local cloth 
for each unit imported. 

This control was tightened to provide additional protection and incentive to 
local woolen mills. 

All woolen cloth imports have been subject to prior import permits for several 
years. 


Source: Foreign Commerce Weekly, U. S. Department of Commerce, November 30, 1953. 


“In consummation of this policy, import duty rates during the year were in- 
creased on upholstery and matters stuffings; certain iron, steel, and aluminum 
construction materials; ice cream and sherbets and mixtures for their manufac- 
ture; tiles and mosaics of all sizes; and on unornamented straw hats. The full 
duty rate was restored on sterilized orange juice. Importers of duty-free pow- 
dered milk were required to purchase 1 unit of locally manufactured powdered 
milk for each 6 units of desired importations, as compared with the previous 
ratio of 1 to 10. Licenses for the importation of frozen turkeys were suspended. 
The quota system for importations of pure cotton textiles was continued, and 
imports for 1953 were restricted to 4,250,000 kilograms. To assist certain na- 
tional industries, the duty rates on isopropyl! alcohol, alkyl benzene, amide, and 
alkyl hydroxide and similar compounds, was reduced; and for the benefit of the 
sisal grower, the Ministry of Finance restricted the packing of salt, a Govern- 
ment monopoly, to locally made sisal bags.” [Emphasis added.] 

Source: Economic and Financial Review for Quarter Ending December 31, 1953— 


ae for 1953—Venezuela, Despatch No. 900, p. 10, January 4, 1954, U. S. Embassy, 
‘aracas. 


IMPORT CONTROLS 


Prior import licenses must be obtained from the Ministry of Development 
(Ministerio de Fomento) for the importation of certain goods including: Wheat 
flour ; potatoes; copra; onions; garlic; rice; powdered milk (for free importa- 
tion) ; frozen and refrigerated poultry; all meats, except canned; live cattle; 
fertile eggs; baby chicks; vegetable oils and oilseeds; tallow; cloth of artilicial 
silk, pure or mixed; cotton cloth; cotton cloth decorated or mixed with silk; 
cotton cloth mixed with hemp or jute; cloth of wool or goat hair; cloth bags of 
fique or henequen ; cordage; footwear, finished or partly finished, except bathing 
and ballet shoes; unmanufactured tanned cattle hides; cardboard on bobbins 
used for the manufacture of accounting machine cards; asbestos-cement sheets 
and pipes; white paper without glue or gum, uncalendered, weighing more than 
50 grams per square meter, to be used for printing newspapers, magazines, and 
books of a cultural nature, and for white dull-finish paper weighing more than 
60 grams per square meter, destined for the same uses; portland cement; pre- 
fabricated buildings; unassembled passenger cars, and rubber tires and tubes. 


Source: Business Information Service, World Trade Series No. 512, January 1954, U. S. 
Department of Commerce. 


TARIFFS 


Government tariff policy was directed to: (1) Granting protection to na- 
tional industry; (2) permitting the nominal or duty-free entry of products 
deemed necessary to the national economy; and (3) revising existing customs 
tariff classifications for clarity. 
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In the first instance, import duties were increased on fish products; cotton 
knitted cloth; nylon stockings; ladies’ handbags; pressed cotton; wooden pic- 
ture frames or moldings; and imitation jewelry and beadwork. Local industry 
was also granted tariff protection through the elimination after April 30, 1951, 
of the special customs tariff classifications on frozen and refrigerated meats, and 
dried and salted meats, frozen and refrigerated vegetables and garden produce, 
and prepared frozen foods except frozen and refrigerated fowl; the elimination 
of the duty-free entry of butter under license; the reclassification of milk cream, 
with a resultant higher duty rate; the elimination of the duty-free entry of live 
poultry weighing more than 100 grams each, and of quartered or deboned pork 
or beef, fresh, frozen, or refrigerated ; and the establishment of licensing on onion 
imports. 

To assist the national economy, a separate customs tariff classification was 
established for trichloroethylene; and duty-free entry of printing paper for 
newspapers, magazines, and books of a cultural nature as classified under Venezu- 
elan customs Tariff Classification No. 239 (Letter B) was extended to December 
31, 1951; and the watermarking requirement was eliminated on white paper 
and white dull finish paper destined for the printing of newspapers, magazines, 
and books of a cultural nature, classified under Nos. 469 and 470, for duty-free 
entry. 

For clarity, customs tariff classifications were modified on gasoline; frozen 
meats and fowl; certain clothing; linen drills and drills of ordinary fibers; and 
precious, semiprecious, and imitation stones and jewelry. Separate classifica- 
tions were established for corrugated aluminum sheets and for powder puffs. 
{Emphasis added.] 


Source: Business Information Service, World Trade Series, No. 191, April 1952, U. S. 
Department of Commerce. 





VENEZUELA DUTIES UP ON TEXTILES, APPAREL 


Venezuelan import duties were increased sharply on numerous textile and 
wearing apparel tariff classifications in August and September 1954. 


Source: Foreign Commerce Weekly, U. 8S. Department of Commerce, August 9, 1954. 





POTATO GROWERS ASK FOR MORE PROTECTION 


A request for more protection was made by potato growers, although the har- 
vest season had been proceeding normally. The complaint was that importers 
were filling refrigerated warehouses with offshore potatoes just before the 
harvest began. 


Source: Foreign Commerce Weekly, June 14, 1954. 


VENEZUELA RESTORES IMPORT DUTIES ON GLASS AMPOULES 


Venezuela import duties are to be restored on glass ampoules formerly 
exempted from duty. Duties were restored on these products to provide addi- 
tional protection to Venezuelan industry. 


Source: Foreign Commerce Weekly, April 5, 1954. 


VENEZUELA APPLIES TARIFF INOREASES OF 50 To 100 PERCENT ON CoTTON YARN, 
WEARING APPAREL, BLANKETS, ETC. 


Some 7 months prior to the signing of the 1952 reciprocal trade agreement with 
Venezuela, this latter country applied very sharp increases to her imports of 
cotton yarn, wearing apparel, cotton and woolen blankets, and cloths for the 
manufacture of the blankets and special cloths, bedspreads, and curtains.* 


2See excerpt from the New York Times of February 1, 1954, on the same subject and 
quoted on p. 1 of appendix € hereto. 
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The tariff increases were described in the Foreign Commerce Weekly of Febru- 
ary 18, 1952, pages 27-28, as follows: 


TARIFFS AND TRADE CONTROLS 


IMPORT DUTIES INCREASED ON COTTON YARN 


Venezuelan import duties on combed, mercerized cotton yarn, classified under 
No. 67-C of the customs tariff, were increased from 2 bolivars ,( US$0.60) to 
6 bolivars ($1.80) a gross kilogram, effective on January 28, 1952, as an addi- 
tional degree of protection to domestic industry. Likewise, duties on cotton 
yarn of less than 10 threads, classified under No. 66—D, were increased from 
1.90 bolivars (US$0.57) to 4 bolivars ($1.20) a gross kilogram, also effective on 
January 28, 1952. 


IMPORT DUTIES INCREASED ON WEARING APPAREL 


Sharp increases in Venezuelan import duties covering a wide range of men’s 
and women’s wearing apparel, as additional protection to domestic textile manu- 
facturers, were made on January 22, 1952, effective on January 28, 1952, for air 
shipments and on February 5, 1952, for shipments transported by other means. 
The new and old duty rates are shown as follows, in bolivars (1 bolivar—30 
United States cents) : 


Section IT. Textiles 


Venezu- | New Old 
elan | dutiable | dutiable 

customs | Item | rate per | rate per 
tariff | | gross | grass 


No. kilogram kilogram 





GROUP 1—COTTON 
SURGROUP 7—CLOTHING AND MANUFACTURES | } 


98 | Readymade clothing, semifinished clothing, or pieces: 
(a) For men: 

1, Of cotton, pure or mixed, without silk___ ¢on--n--ns-------| 50 18 

ae 60 25 

99 | Underclothing, readymade, semifinished, ‘or in pieces: 
(a) For men: 








1. Undershirts and underdrawers, separate or forming 1 piece _| 30 15 
2. Stockings --__-.-..-. 50 19 
| 3. Socks, even when containing silk, whose e weight ‘does not | 
exceed 250 grams per dozen pairs. ea 5O | 19 
5. Shirts and their attachments______.-_.._____--- ‘ 50 | 30 
9. Pajamas.__.._- ofeach 50 15-19 
10. Without silk, not specified __ er al dre niet ie eas ee 15 15 
Vi,  Witee Gam, Wwe Weeeees sss 2c 1h ah sk | i9 19 
(6) For women: 
4. Socks, even when containing silk, whose weight does not | 
| exceed 250 grams per dozen pairs... .--__- Path tad | 50 | 19 
GROUP 2—LINEN AND RAMIE 
SURGROUP 3—CLOTHING AND MANUFACTURES 
114 | Readymade clothing, semifinished, or in pieces: 
(a) For men: | | 
1, Of linen pure or mixed, without silk__..__._...._...._.._.| 50 18 
. 2. Of linen mixed with silk_- Ss id thdaaediat ee agonal 60 | 26 
115 | Underclothing, readymade, semifinished, or in pieces: 
(a) For men: 
1, Shirts and their attachments_._......_.._.__- 50 | 30 
Ae Oe Pes OE PN oon cect c nto cadeninadcowtucene 50 | 18 
| eae ee eee ee eee 60 30 
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Section IIT. Textiles—Continued 





| 


Venezu- | New Old 
elan dutiable | dutiable 

customs | Item rate per | rate per 
tariff gross gross 


No. kilogram | kilogram 





} 


| CROUP 83—WOOLENS 
SUBCROUP 4—CLOTHING AND MANUFACTURES 


133 | Readymade clothing, semifinished, or in pieces: 
(a) For men: 


1: CP WOOK, are OF Mined ee ese ee Lei 50 36 
2. Of artificial wool, pure or mixed.....................-..-. 60 40 
134 | Underclothing, readymade, semifinished, or in pieces: 
(a) For men: 
1. Undershirts and underdrawers, separate or forming 1 
Rs Sachi db eh sibise PRES aleh~ athe olidssaaewiase~ 20 9 
S. BCR io Bale. Gl 20 9 
ir En tnt bade tents lh eatin tn ln anna deimanessoetmepioné 20 9 
5. Of artificiel wool, pure or mixed_..........-.....---..... 60 40 
6. Without silk, not specified. ..................-2.2.--2.22- 20 9 
7s; Witte aii, mot apamee 6. ok hk kn Sek Sk sk 20 10 
CROUP 4—SILKS 
SUB°ROUP 3—CLOTHIN® AND MANUFACTURES 
142 | Readymade clothing, semifinished, or in pieces: 
(a) For men: 
1. Of natural silk, pure or mixed__.....................---. 75 50 
2. Of artificial silk, pure or mixed (and with not more than 
30 percent if the mixture is of natural silk)............_- 60 40 
143 | Underclothing, readymade, semifinished, or in pieces: 
(a) For men: 
SO A SE I I si shennan indictment 75 50 
2. Of artificial silk, pure or mixed (with not more than 30 
percent if the mixture is of pure silk) ......._...-...---- 160 40 





1 Plus 90 percent ad valorem. 


IMPORT DUTIES INCREASED ON COTTON AND WOOLEN BLANKETS AND CLOTHS FOR 
THEIR MANUFACTURE 


Substantial increases in Venezuelan import duties on cotton and woolen 
blankets and cloths for their manufacture were made on January 22, 1952, 
effective on January 28, 1952, in order to protect further the domestic textile 
industry. 

Accordingly, Venezuelan customs tariff classifications have been modified as 
follows (rates in bolivars, 1 bolivar=30 United States cents) : 


Section II. Teatiles 


New Old 
Customs dutiable | dutiable 
tariff rate per | rate per 
No. gross gross 


kilogram | kilogram 


GROUP 1—COTTON 
SUBGROUP 7—FABRICATIONS AND MANUFACTURES 


100 | Bedclothes: 
pO... Db necancanbensns : arn bedi Ma heent a Sk da heh 25 5 


GROUP 3—WOOL 
SUBGROUP 4—FABRICATIONS AND MANUFACTURERS 


135 | Diverse fabrications and manufactures: 
(c) Blankets of pure wool, or mixed with cotton. _-__...........__--- 15 7 


| 
| GROUP 7—FABRICATIONS AND MANUFACTURES OF TEXTILES, DETERMINED 
WITHOUT REGARD TO FIBER OF WHICH COMPOSED 


160 | Special cloths: 
| (}) Napped of more than 200 grams for making blankets_._______..__- 25 5 


1 
| 
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IMPORT DUTIES INCREASED ON SPECIAL CLOTHS, BEDSPREADS, AND CURTAINS 


Substantially higher Venezuelan import duties were established on January 22, 
1952, for bedspreads, curtains, and special cloths for the manufacture of bed 
quilts or bedspreads, effective on January 28, 1952, in order to protect further 
the domestic textile industry. 

Accordingly letters (0) and (p) were added to Venezuelan customs tariff 
classification No. 160; and letters (d) and (e) to customs tariff classifi ation 
No. 175. Letters (a) of customs tariff classifications Nos. 100 and 116, under 
which cotton bed quilts or bedspreads were dutiable at the rate of 4 bolivars 
per gross kilogram, and linen and ramie bed quilts or bedspreads at the rate of 
6 bolivars per gross kilogram, were abolished. Curtains and cloths of the manu- 
facture of bed quilts or bedspreads were formerly dutiable, according to material, 
at much lower rates. 

. The new classifications and duty rates in bolivars follow (1 bolivar= 30 United 
States cents) : 


Textiles 


| ~utiable 
rate 
|gross Filo- 


GROUP 7—MANUFACTURES OF TEXTILES, DETERMINED WITHOUT REGARD TO FIRER 


OF WHICH COMPOSED 
160 | Special cloths: 
(0) For the fabrication of bed quilts or bedspreads (with designs marked out, in 
sizes of 130 centimeters or over) 
() Jacquard fabrics 
175 | Handwork and manufactured articles not eee nor inluded elsewhere: 
(d) nar heap US es ed benkteedeon ses p ee 
(e) Curtains 


ForEIGN TRADE PRINCIPLES GIVEN SETBACK BY ADMINISTRATION 


INTERIOR BYPASSES FOREIGN LOW BIDS TO AWARD UNITED STATES FIRM BONNEVILLE 
CONTRACT 


The following excerpt from the Journal of Commerce is self-explanatory. It 
indicates that a second look is being taken at the application of free trade 
principles even though the action smacks of “bad faith” in the eyes of foreign 
countries, according to the Journal of Commerce (New York) : 


[Journal of Commerce (by J. R. Slevin), February 2 *] 


The Interior Department today authorized Bonneville Power Administration 
to award a $403,650 electrical equipment contract to an American manufacturer 
who was underbid by 2 foreign concerns. Approval of the award came as the 
State Department was preparing to urge that Interior give favorable considera- 
tion to the $268,050 low bid submitted by an Austrian firm, American Elin Co., 
it was learned tonight. The Austrian Government had warned the State De- 
partment at the end of last week that an arbitrary denial of the Austrian 
company’s offer would tend to destroy the belief that Austria can earn its 
own way in world trade. A department memorandum stressing the importance 
of allowing foreign firms competitive access to the American market was being 
drafted when the Interior Department acted. The State Department is under- 
stood to have been prepared to caution that rejection of the Austrian bid would 
have serious repercussion in other free countries. 

The Bonneville competition was being watched closely by the commercial 
departments of the embassies here because it was the first to come up for 
decision within the Eisenhower Administration since a majority of the Randall 

‘Commission advocated the adoption of a mere liberal foreign trade policy in a 
report to the President 9 days ago. The case also was the first to arise since 
President Eisenhower’s subsequent general indorsement of a liberalized program 
in his economic report to Congress on Thursday. It was said at the Interior 


1 Also reported in Federal Power Commission Daily News Digest, Feb. 2, 1954, under 
heading ‘‘Interior Bypasses Foreign Low Bids To Award United States Firm Bonneville 
Contract.” 








1504 TRADE AGREEMENTS EXTENSION 


Department that the American firm, Maloney Electric Co., is to be given the 
Bonneville contract because it met the bid specifications and American Elin did 
not. Granting of the contract to Maloney is in accordance with the original 
recommendation made by Bonneville to the Interior Department. Bonneville 
told the Department that American Elin did not qualify because the bid specifi- 
cations required that the company receiving the award be able to show past 
experience in design, producing, testing, and having in operation transformers 
“such as” the ones currently being sought by Bonneville. American Elin had 
underbid Maloney by far more than the 25 percent differential given American 
companies under the “Buy American” Act regulations that the Interior Depart- 
ment enforces. The American Elin bid of $268,050 compares with a Maloney 
bid, including 20 percent escalation not asked by the Austrian firm, of $460,680. 

The bald fact is that the circumstances surrounding the rejection of the 
American Elin bid—after the concern had more than met the “Buy American” 
Act requirements—will smack to many foreign countries of bad faith on the 
part of the United States Government. The Austrian Government reminded 
the State Department in a note last week that American Elin, a 60-year-old 
firm, won a Bonneville contract in September 1952, for 3 auto transformers of 
50,000, 66,666, 83,333 kilovolt-amperes—far more powerful equipment than the 
3 single-phase transformers of 25,000, 33,333, 41,667 kilovolt-amperes being 
bough by Bonneville in the present bidding. The Austrian note said that rejec- 
tion last August of a low American Elin bid for 2 more banks of the larger auto- 
transformers was an arbitrary decision that caused great consternation and 
concern in Austria. The State Department also was reminded that in mid- 
January Bonneville turned down an American Elin offer of $556,800 for an auto- 
transformer bank and accepted a Westinghouse Electric Co. bid of $768,300 plus 
escalation. 


PRESIDENT EISENHOWER PLACES QUOTA ON IMPORTATIONS OF Oats Wuicn 
THREATEN DOMESTIC MARKETS 


President Eisenhower, on December 26, 1953, signed a proclamation limiting 
imports of oats into the United States from sources other than Canada to 
2,500,000 bushels during the period December 23, 1953, to September 30, 1954. 

The President acted on the basis of a report on oats by the United States Tariff 
Commission made under section 22 of the Agricultural Adjustment Act, as 
amended, which provides for limitations on imports When those imports are 
interfering with or threaten to interfere with domestic price support or marketing 
programs. Prior to the investigation and subsequent report of the Tariff Com- 
mission on oats, the Secretary of Agriculture, pursuant to section 22 of the 
Agricultural Adjustment Act, as amended, advised the President : 

“* * * that he has reason to believe that oats are being or are practically 
certain to be imported into the United States under such conditions and in such 
quantities as to render or tend to render ineffective, or materially interfere with, 
the price-support program undertaken by the Department of Agriculture with 
respect to oats pursuant to section 301 and 401 of the Agricultural Act of 1949 
(63 Stat. 1053, 1954), or to reduce substantially the amount of products processed 
in the United States from domestic oats with respect to which such program of 
the Department of Agriculture is being undertaken; * * *.”* 

Prior to the signing of the proclamation by the President, Canada agreed to 
limit its shipment of oats to the United States to 23 million bushels during the 
period December 10, 1953, to October 1, 1954. The Canadian action was predi- 
cated upon a letter written by the Acting Secretary of State to the Canadian 
Secretary of State for External Affairs, suggesting that “shipments of oats from 
Canadian ports of shipment to the United States should not exceed 23 million 
bushels during the period from midnight December 10, 1953, to midnight Septem- 
ber 30, 1954.” 


Mr. Picxerr. Thank you. 

Mr. L. Newton Thomas, who is chairman of the Foreign Oil Policy 
Committee sent me a telegram advising that he would like me to submit 
to you for consideration as a part of the record his statement of the 
views and position of the Foreign Oil Policy Committee. 





1 Excerpt from President Eisenhower's proclamation of December 26, 1953. 
Source: The White House press releases of December 14, 27, 1953. 
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That committee is composed of a number of representatives of the 
coal, oil, railroad industry, management, and labor. 

The Cuarrman. You want to include his statement in the record? 

Mr. Precxerr. Yes, sir. 

The Cuatrman. Without objection, it is so ordered. 

(The statement referred to follows :) 


STATEMENT OF L. NEWTON THOMAS, CHAIRMAN, FOREIGN O11 POLICY COMMITTEE 


My name is L. Newton Thomas. I reside in Charleston, W. Va. I appear here 
and speak in behalf of the Foreign Oil Policy Committee, of which I am the 
chairman. 

The Foreign Oil Policy Committee is a voluntary, nonprofit association of 
representatives of several groups interested in obtaining a quota limitation on 
the importation of residual fuel oil. 

The executive committee of the Foreign Oil Policy Committee, for whom 
I appear, are as follows: F. 8S. Baird, vice president, Norfolk & Western Rail- 
way, Roanoke, Va.; George J. Burger, vice president, National Federation of 
Independent Business, Washington, D. C.; Frank W. Earnest, Jr., president, 
Anthracite Institute, Wilkes-Barre, Pa.; C. A. Hamill, president, Sycamore Coal 
Co., Huntington, W. Va.; Otto Herres, vice president, Combined Metals Redue- 
tion Co., Salt Lake City, Utah; W. D. Johnson, vice president and national 
legislative representative, Order of Railway Conductors of America, Washing- 
ton, D. C.; John T. Jones, director, Labor’s Non-Partisan League, Washington, 
D. C.; Thomas Kennedy, vice president, United Mine Workers of America, 
Washington, D. C.; A. M. Lampley, vice president and national legislative repre- 
sentative, Brotherhood of Locomotive Firemen and Enginemen, Washington, 
D. C.; Sam T. Mallison, vice president, Plymouth Oil Co., Pittsburgh, Pa.;: Tom 
Pickett, executive vice president, National Coal Association, Washington, D. C.; 
Cc. J. Potter, president, Rochester and Pittsburgh Coal Co., Indiana, Pa.; James 
N. Sherwin, past president, American Coal Sales Assn., Cleveland, Ohio; R. EB. 
Snoberger, president, Truax-Traer Coal Co., Chicago, [ll.; and O. R. Strackbein, 
chairman, National Labor-Management Council on Foreign Trade, Washing- 
ton, D. C. 

The basic plea for a restriction on imports of foreign residual oil is sound 
in the public interest and productive toward national advantages; consistent 
in all phases of its application; and fair as between energy sources, their 
economic capabilities and contribution to defense, and the public’s good con- 
sidered. Failure to apply restrictions can only result in fuel inadequacies in 
time of emergency which would then be beyond repair, and the wholly unjus- 
tifiable weakening of a basic American industry. 

Reciprocal trade agreements bear heavily on these issues. Indeed, the issues 
here involved largely relate to matters of defense and questions of international 
equity and fair competition. The meaning of defense needs no explanation. 
The concept of fair competition as current newspaper dispatches from Geneva 
trade conferences make clear, is one of infinite difficulties essentialy revolving 
around the balancing of needs for internal price and market stability, conserva- 
tion of resources, self-dependence, and the various practices of subsidization, 
direct or indirect, whereby one group of interests grabs larger than normal 
shares of other countries’ domestic or world markets. 

The whole current postwar effort in international relations is to substitute 
some system and balance for what otherwise might be the law of the jungle with 
stark force the sole determinant, and the considerations of the injured ignored. 

The answer, obviously, is for international standards of business ethics and 
fair competition. Thus, Mr. Charles P. Taft, an eminent spokesman for the 
interests of international oil and Venezuela, in a foreword to Goals of Economic 
Life,’ finds that there is need to go behind observed individual acts and group 
pressures for a deeper understanding of the motives underlying what people do 
in order to eat, how the economic system fits together and how close preconceived 
ideas are to reality. How (he inquires) should we deal with dynamism in our 
economic life as it affects every segment of national existence in order, among 
other things, to preserve and extend freedom and justice, show concern for the 
dignity of the individual, respect for the rights of minorities, and sensitivity to 
public walfare? 


1 Edited by A. Dudley Ward, Harper & Bros. 
57600—55—pt. 2 10 
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Among the messages apparent from a review of this unique book is that no 
simple answer exists to the clash of interests in our evolving society ; that in the 
solution to his problems man must give recognition to his own basic need for 
som: type of economic continuity and measure of stability; for the everlasting 
necessity for compromise and balance in social planning and social action; and 
that desires which can be satisfied only at the expense of others should be so 
recognized. Freedom without order is license, and power without effective re- 
straint is typranny. Freedom must be implemented and safeguarded by legal 
devices. 

it is within the spirit, perspective, and moral tone of the foregoing that solu- 
tions to problems of international trade are presumably being approached, if 
one is to accept the pronouncements of our political leaders conducting current 
negotiations. 

Accepting the foregoing as being the tonal quality of our political leaders’ 
approach to the many-sided elements of foreign trade, we contend that the his- 
toric reeegnition of the needs of defense, and of the inherent problem of balancing 
the conflicting rights and livelihood of domestic producers against those of 
oreign producers are matters of the gravest public interest. Such matters are 
not to be left to the business judgment and self-interest of foreign producers. 

It is naive to believe today that any nation accepts the doctrine that other 
nations or foreign producers located in other nations are best fitted to determine 
what level of imports, or displacement of its domestic producers, are good for 
that nation. 

3ut this is the precise situation in which the domestic coal industry of this 
country, the domestic oil industry, and the transportation agencies hauling fuels 
and many other related small businesses find themselves. Tariff limitations 
upon the importations of the heavy oils, especially those which compete with 
coal, are now nil for all practical purposes. 

As will be developed, the leaving of these issues to be resolved by private 
oil-importing interests, and indirectly by foreign oil-producing nations which 
are in a strategic position to place various pressures upon such producers, 
has jeopardized the defense of this Nation and resulted in intolerable market in- 
equ ties that violate every sense of fair competition and business equity. 

Foreign oil, through its world oil reserves, its enforced downgrading of both 
foreign and domestic crude oils, and its byproduct pricing, has not only im- 
measurably weakened national defense in a major emergency, but has supplanted 
bituminous coal in roughly half the competitive heavy fuel markets on the east 
coast. 

Based on bitter experience in the postwar period, we believe that these mat- 
ters are of the utmost public interest, the resolution of which through the pre- 
scription of specific benchmarks and market yardsticks can only be accomplished 
hy Congress. All other recourses having failed, the establishment of quotas 
based on given shares of the domestic market is now demanded in the public 
interest. 

These matters of defense and of equity, as between sectors of our economy 
in this matter of foreign trade, are discussed below in summary form. 

A few brief facts on the bituminous coal industry are here warranted. The 
industry is characterized by a multiplicity of comparatively small independent 
producing units highly competitive in their behavior and financially vulnerable 
to changes in market demand. 

With no producer or producer group having power to influence market supply 
and demand, prices are fixed by open-market forces. Over the past several 
years bituminous coal prices at the mine have been drifting downward, from 
“4.99 in 1948 to $4.82 in 1954. This is despite wage increases over the period 
averaging $4.20 per day and a rise in payments to the United Mine Workers’ 
welfare fund from 20 to 40 cents per ton. The industry has heavily mecha- 
nized itself in the effort to remain competitive. 

Coal faces rapidly stepped-up competition from other fuels produced by com- 
panies which are among the Nation’s largest, and sometimes worldwide in scope, 
and whose products are in many ways highly protected and whose operations are 
well financed for competitive struggles. Coal finds itself pitting its major prod- 
uct against the so-called dump or byproduct pricing of the natural gas and 
oil industry. One here refers to industrial yas and residual fuel oil. Whatever 
price stability these other industrial byproduct fuels may demonstrate, much 
of it can be attributed to their effort to meet solid fuel prices and supplant coal. 
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Coal’s share of the energy market has slipped since 1940 although it has en- 
deavored to meet such threats to its existence by increased mechanization and 
laborsaving devices. Employment, generally above 400,000 in the forties, has 
now slipped to a little over 200,000. Coal mining capacity has been reduced 
by nearly 200 million tons during the last year. 

Coal’s decline has had a devastating effect upon miners and their families. 
The railroads that haul it have felt the loss of tonnage severely. 

Coal appreciates that much loss is due to techuological changes such as the 
shift of space heating customers to oil and gas and rail dieselization. But other 
factors, particularly the enormous inroads of residual fuel oil either imported 
direct or refined from foreign crudes, have supplanted 45 to 50 million tons of 
potential coal markets on the east coast. 

National defense is the primary consideration and any policy adopted must 
give recognition to the interminable cold war in which this Nation and the free 
world are now engaged and the ever-present possibility of global conflict. Yet 
coal today faces a competitor capable of causing its extinction on the east coast 
éven though coal has a vital role in peacetime and a critical role in wartime. 

Taking 1940 as a peacetime base, the first full year of the last global conflict 
(1942) saw the United States total demand for energy, including hydro, rise 
by 159 million tons bituminous coal equivalent, an increase of 19 percent. Of this 
amount, coal (including anthracite) supplied 130 million tons, or 82 percent. By 
1944, the peak year of war effort, the demand was up by 279 million tons of 
which coal supplied 170 million tons, or 61 percent. 

Foreign oil imports contributed nothing to the 159-million-ton added energy 
demand in the first year of the war. Indeed, imports dropped sharply as a re- 
sult of the inability of the Allies to keep the sea lanes open. 

The gulif-east coast movement of crude oil fell from 162 million barrels in 
1940 to 5 million in 1943, and residual fuel oil shipments fell from 67 million to 
13 million. Imports of crude from Venezuela and the Netherlands West Indies 
fell from 30 million barrels to 7 million between 1940 and 1942, and residual oil 
imports declined in the same period from 29 to 18 million barrels. Field produc- 
tion in the Caribbean area in the early years of the war dropped heavily. 

As to domestic oil supplies, one may quote the testimony of Mr. Sidney 
Swensrud, chairman of the board, Gulf Oil Corp., before the Ways and Means 
Committee (H. R. 4294, Tr. 1250), “We didn’t increase oil production in this 
country substantially during the war; a little bit but not much.” 

These figures clearly show that coal bore the primary burden of the wartime 
expansion of energy requirements of the Nation despite the growth of oil and 
gas consumption in recent decades. 

A disproportionate part of such expansion of petroleum products, natural 
gas and hydro as took place in World War II occurred in four Southwest States, 
and the Mountain and Pacific regions. If one takes the remaining vast in- 
dustrial area stretching from the Dakotas, Nebraska and Kansas, east to Main 
and southeast to Florida (and inclusive of all States east of the Mississippi), 
coal’s performance can best be described as spectacular. Of the rise in coal com- 
petitive energy demand between 1940 and 1942 of 131 million tons (all forms of 
energy exclusive of motor fuel), 114 million tons or 87 percent was supplied by 
coal. Residual fuel oil contributed less than 1 percent. After a lapse of 4 
years, 1940 to 1944, coal was still carrying 147 million of the increased energy 
demand of 184 million tons, or 80 percent. Petroleum products, natural gas and 
hydro all combined carried but 20 percent. 

Residual fuel oil contributed nothing to the added energy requirements on the 
east coast during the critical years of World War II (P. A. W. District 1). In 
1940 the total sales stood at 32.9 million coal equivalent tons; by 1942 they had 
dropped to 32 million. While sales by 1944 were up to 43.6 million, the increase 
had been wholly absorbed by vessel and military uses, leaving no increase for 
industry. This was despite the herculean efforts to move oil overland by rail 
and pipeline during the war. 

It is clear that any significant decline in the reliance on coal as a fuel supplier 
reduces the flexibility in the energy supply of the Nation. 

Today, the east coast is importing foreign crude and residual fuel oil to a 
vastly greater degree than at the outset of World War II. In 1940 residual 
imports accounted for 19.4 percent and residual refined from foreign crude 
accounted for 6.6 percent, or a combined total of 26 percent of the east coast 
supply. In 1954 the corresponding figure was 73 percent. Furthermore, the 
United States has made a sharp shift in its sources of crude oil. In 1946, 
99.9 percent of this country’s imported crude came from the Western Hemisphere, 
notably the Caribbean. Today it has not only greatly increased its imports 
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from overseas sources of residual fuel oil but has shifted 38 percent of its crude 
imports to the Middle East and Far East fields. In time of emergency, probably 
no effort would ever be made to retain these sources in meeting domestic needs. 

In the event of another major conflict the proportionate increase in demands 
on the Nation’s energy supply over peacetime rates would, no doubt, equal or 
exceed that of World War II. With this country’s increased dependence on 
overseas oil supplies, the general tightening of natural gas supplies, and the 
diminishing number of hydroelectric sites in this country that could be rapidly 
exploited, coal remains as the country’s basic, flexible source of energy in war 
emergencies, 

sut one scarcely needs to be reminded that such source is dependent upon a 
healthy peacetime output. The coal industry cannot rise to such demands as 
here described unless it stands in a vigorous operating condition. Railroad coal 
hauling facilities must likewise be geared to such level of output and distribution. 
Bituminous coal requires an annual output of 450 to 500 million tons. 

Residual fuel oil consists of that which is left after crude oil has been refined. 
Imported foreign residual is primarily refined from crude oil originating in 
Venezuela. Approximately 60 percent of the direct imports are shipped from 
oil refineries owned by two large corporations on the Dutch Islands of Aruba 
and Curacao off the coast of Venezuela. 

The residual fuel oil, by and large, is “dumped” into the heavy fuel markets of 
the eastern seaboard and a territory 100 miles inland. The resulting “backup” 
ean affect the marketing of coal throughout the entire area east of the Missis- 
sippi. Even though under inefficient South American refinery practices widely 
used, the greater part of the barrel of crude is turned into heavy residual oil, 
selling prices at New York Harbor are well below the price of the crude, plus 
tanker charges. The effect is to force a downgrading of both domestic and 
foreign crude oils refined on the east coast,’ 

The impact of foreign residual fuel oi} on coal is measured by the quantity of 
such fuel available on the east coast after coverage of the special uses of residual 
such as in ship bunkering and oil refineries. 

Taking thé latest available figures (1953), the east-coast consumption of 
residual fuel oil in the special uses which are less competitive with coal (vessels, 
railroads, oil-company fuel and miscellaneous) ran to some 17 million tons coal 
equivalent. In that year residual from domestic crudes ran to 21 million tons 
coal equivalent. In short, the less competitive of the residual uses on the east 
coast were covered by the domestic residual with a wide margin to spare. 

This leaves the incremental supplies of residual from foreign crudes as repre- 
senting the direct competitive effect on coal. In 1953 residual imports on the 
east coast totaled 32.6 million tons coal equivalent and that refined on the east 
coast from foreign crudes 14.5 million, or a total of 47 million tons. This figure 
remained unchanged in 1954 although United States industrial production was 
down some 6 percent and coal production decreased 14 percent. 

The figure of 47 million tons coal equivalent of foreign residual fuel oil is rep- 
resentative, it is believed, of the overall impact of the foreign residual fuel on 
the coal industry. 

Since 1946 the sale of bituminous coal on the east coast has not only failed to 
participate in the growth of the economy and rising industrial-fuel demands of 
the area, but has declined some 25 to 30 percent. In the same period the growth 
of foreign residual sales has increased from 17 million tons coal equivalent to 
47 million tons. This latter figure of 47 mi'lion tons comes close to equaling 
today’s total coal sales in the competitive industrial markets of the east coast. 

The President’s message to Congress of August 29, 1952, in the matter of the 
amendment of the reciprocal trade agreements with Venezuela, went to substan- 
tial length to make clear that the tariff concessions granted Venezuela on her 
exports to the United States, both of residual fuel oil and heavy erudes, would 
not increase competition with the United States domestic oil markets, and that 
the residual competition would be mostly with coal. 

Aside from residual for ship bunkering the imported residual, the President 
pointed out, is utilized mainly in gas and electric powerplants, in smelters, mines, 
and manufacturing industries, and, to a lesser degree, as heating oil in industrial 
plants. One could not describe better coal’s competitive markets, exclusive of 
metallurgical and domestic heating. 


2 Foreign oil interests have characterized as basically uneconomical the downgrading 
of crude oil into fuel oil so long as the price of fuel oil remains below the price of crude 
oil. Eugene Holman. president, Standard Oil Co. of New York. Transcript, pp. 1256, 


1265-1266, H. R. 4294, May 18, 1953. 
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The direct impact of foreign residual fuel oil upon the economies of Pennsyl- 
vania and West Virginia, the communities of these States, the coal and rail 
industries, and employment may be readily set down. 

Based on the 47 million tons coal equivalent of foreign residual fuel oil now 
moving into the east coast, the loss in sales to the Pennsylvania and West Vir- 
ginia coal producers, and to the economies of these States, exceeds $225 million ; 
the loss in freight revenues to the railroads of Pennsylvania and West Virginia 
accounts for an additional loss of over $180 million or-a combined total of over 
$400 million. 

According to a sample survey of Venezuela’s reciprocal purchases, the econo- 
mies of Pennsylvania and West Virginia stand to lose $10 of receipts from the 
production and haulage of coal for every dollar of revenue received from Vene- 
zuela’s purchases from these States. In effect, $400 million in purchasing power 
is transferred from the coal and rail industries of Pennsylvania and West 
Virginia to Venezuela, the shock to the economy of these States being in no meas- 
ure offset by any net economic benefit to the east coast. 

- The 47 million tons of residual-fuel-oil coal equivalent amounts to some one- 
quarter of the total bituminous coal production of Pennsylvania and West 
Virginia in 1954. 

If one takes only the impact on the coal and rail industries occasioned solely 
by the direct residual fuel oil imports currently running to 32 million tons coal 
equivalent annually, the figures are still very disturbing: annual loss of industry 
sales are over $150 million, man-day losses 3.7 million, miners’ wage loss $74 
million, freight revenue loss (at $4 per ton) $128 million, total revenue loss to 
coal and rail industries in excess of $278 million. In short, the residual fuel 
oil imports now running to 32 million tons, coal equivalent, deprive the coal 
mining and rail industries of Pennsylvania and West Virginia alone of over one- 
quarter billion of revenues and sales annually. 

Experience clearly indicates that no matter how measured, the economic 
shocks to Pennsylvania and West Virginia occasioned by the residual fuel oil 
imports are far greater than these States can absorb or should be called upon 
to absorb in the interest of building up the economy and self-sufficiency of the 
oil-rich nations, and Venezuela in particular. 

Coal does not ask that this bonanza to foreign nations be cut off. It does ask, 
however, that an appropriate balance be struck between the interests of our 
regional economy and that of an oil-lush nation whose spiralling economy has 
been well characterized by the London Economist as “the boom that never 
bust.” 

The present fuels policy of this Nation, for all practical purposes, consists of 
an admixture of highly discriminatory tariff actions by Government, market 
decisions on imports made by the international oil interests in their self-interest, 
and State and Federal legislation on allowable production and “hot oil” ship- 
ments. It adds up toa high degree of protectionism and monopoly for petroleum 
products as a fuel and extreme discrimination against coal. 

To illustrate: Gasoline is by far this country’s major petroleum product ac- 
counting by volume, for 45 percent of the total consumption of all petroleum 
products: yet the Government has fixed import tariffs on gasoline at what 
leaders in international oil admit is a prohibitive figure—52'4 cents per barrel. ' 
It has remained unchanged over the past 7 years during which the tariff on 
heavy residual fuel oil has been severely cut and now stands at 5% cents per 
barrel, or 32 percent of the level of 1948. 

Foreign oil market policy effectively bars the importation of petroleum prod- 
ucts other than residual fuel oil. Despite the fact that the United States market 
demand runs to some 77 percent gasoline, light heating and diesel oils, this 
country’s importation of petroleum products runs to some 90 percent residual 
and 10 percent all other. The 1953 east coast imports of gasoline were less than 
those 5 years previous and accounted for less than one-tenth of 1 percent of 
the east coast consumption. In contrast, residual fuel oil imports over the 
same period rose 158 percent, and in 1953 accounted for 47 percent of the east 
coast consumption. Clearly, foreign oil protects its home markets. 

The oil industry has adopted the widely publicized policy that imports of 
oil should supplement but not supplant domestic oil production. But residual 
fuel oil imports flagrantly disregard the spirit of any such policy as applied to 


® Venezuela—Up-To-Date. September 1952, p. 5. 
‘i ree 1008. of Sidney Swensrud, cuateman of the board, Gulf Oil Corp., H. R. 4294, 
ay 
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any other fuels (coal); indeed, international oil interests strongly resist any 
effort by coal to give some effect to this policy as it bears on coal, charging the 
latter with trying to protect itself from competition. 

The foreign oil industry is uniquely insulated in the domestic market from 
an excessive supply of crude oil it may bring to this country. Effective protection 
against oversupplies of petroleum such as would depress the market is cur- 
rently provided through State and Federal conservation laws permitting cutbacks 
of production at the well and restraining the movement of so-called “hot oil” 
in interstate commerce.’ The concepts of “conservation” and “waste” as here 
applied are generally interpreted to include petroleum supplies which would 
depress the market, and certainly such is the practical effect of their operation. 
Rising imports of crude oil which threaten to depress the domestic market are 
offset by production cutbacks enforced on domestic producers. 

The foreign oil industry has itself characterized the sale of fuel oil at prices 
below the cost of crude as an uneconomical downgrading of the crude oil. 
Yet foreign oil has not hesitated to downgrade its own crude petroleum, or force 
a similar downgrading of United States crudes, to a point where refinery prices 
were but 60 to 70 percent of crude prices.° 

This postwar effort to “force” coal markets has had the inevitable effect 
of shifting the burden of the costs for the crude, the refinery operations and t!:e 
transportation to market away from residual and loading it on the consumer of 
gasoline and light heating oils. When the price of residual fuel oil fell alony 
the Atlantic Coast in 1952-53 in foreign oil’s effort to dispose of more Vene- 
zuelan heavy fuel oil, the prices of the household and light commercial heating 
oils (Nos. 1 and 2) rose almost simultaneously at Boston, New York, and Balti- 
more by the equivalent of 33 to 47 cents per barrel. 

Such tactics of eliminating competition have long been frowned upon. Their 
net effect is not only to cause small consumers of oil products to subsidize large 
industrial consumers, and to eliminate solid fuels from markets which they other- 
wise are best fitted to serve. 

Despite the sharp periodic fluctuations in heavy fuel oil prices on the East 
Coast in the postwar period, a comparison of No. 6 fuel oil prices with run-of- 
mine bituminous coal at Boston, New York, and Baltimore for the years 1946 to 
1951, inclusive, showed a remarkably close relationship, within 1 percent, in 
the long term average per B. t. u. In short, foreign residual fuel oil cannot be 
said to have brought significant long-run economies to the east coast, all classes 
of fuel consumers considered. 

Major suppliers of foreign oil advance many explanations for coal’s prob- 
lems and no little editorial “advice.” According to Walter J. Levy’ and other 
oil spokesmen, coal’s present troubles are traceable to railroad dieselization, the 
heavy switchover to gas for residential space heating, and the loss of Huropean 
export markets. Coal, according to foreign oil spokesmen, would deprive resi- 
dual consumers of a “low cost’ fuel; unlike coal, oil does not ask for govern- 
mental restrictions, or limitation on freedom of enterprise: any exclusion of 
foreign oils might make foreign sources of fuel unavailable in emergencies; 
and assumptions as to loss of sea lanes in war are unduly pessimistic. Con- 
tinuing, major oil statements contend, in a future world conflict, improvisation 
rather than advance planning reserves of mobile transportation rather than 
surplus production facilities, and diversification of supply sources are the 
answer. 

The shallowness of such analyses is self-evident. The coal industry has 
written off the losses in rail and home heating markets and today struggles for 
survival on a sharply reduced basis in its industrial markets. 

Small price advantages on residual to large industrial users are offset by 
higher prices on the light heating oils and gasoline. Such tactics have made 
enormous inroads in the postwar years and now promise to drive coal completely 
out of east coast markets essential to the existence of major producing fields 
in central Pennsylvania and West Virginia. The doctrine of reciprocal trade 
certainly does not contemplate the havoc foreign residual fuel oil has created 
to the communities of these States. 


5 Price. Making and Price Behavior in the Petroleum Industry, Yale University Press. 

® Report of the Committee on Bunker “C” Fuel Oil of the National Petroleum Council, 
December 9, 1952. Ford K. Edwards, H. R. 4294, May 12, 1953. 

7 Address before the Empire State Petroleum Association, October 12, 1954. See testi- 
mony, H. R. 4294—oil witnesses. 
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Foreign oil obviously does not seek further Government restrictions on its 
markets for obvious reasons. Through State laws sharply limiting crude pro- 
duction and supplies in relation to demand, Federal laws prohibiting interstate 
movement of “hot oil,” and nominal tariffs on oil products competing with coal 
along with prohibitive tariffs on gasoline, foreign oil now has protection beyond 
measure. There is little left for it to ask for. 

We place little faith in foreign oii’s own solution to our Nation’s defense needs 
based on improvisation, mobile transportation and diversification of supply 
sources. All these elements were present at the outbreak of World War II, yet 
coal in the third year of the war was still carrying 80 percent of the added energy 
load for the greater part of the United States. Oil’s big “comeback” was not 
until the conflict was about over in the first half of 1945. 

We do not deny the importance of some foreign oil sources or the benefits of 
reciprocal trade. We rightfully fear, however, for survival of domestic coal and 
oil in the face of foreign oil pressures and tactics, supported as they are by 
worldwide interests with a unique built-in protectionism, domestic as well as 
foreign. 

Postwar experience clearly demonstrates that coal cannot survive foreign oil’s 
joint-cost pricing actions, or trust its case to foreign oil policy determinations. 

We believe that if a balance is to be achieved between the conflicting interests 
here-involyed, unfair competition restrained, and the needs of defense recognized, 
it can only come through positive action of the Government assuring reasonable 
access of both interests to the markets involved. This can only mean a quota 
system. 

The coal industry, in cooperation with the domestic oil producers, proposes 
support for bills which have been introduced which would place quota limitations 
on the imports of foreign oil. Insofar as foreign oil interests are concerned, these 
proposals are liberal, fair in application and place, but a limited restriction on 
current levels of imports. The restrictions are primarily designed to more fairly 
share the growth in the important energy markets of this country, as between 
domestic and foreign fuel sources. Foreign oil interests can ask for no fairer 
treatment than this. 

Therefore, we urge that this committee incorporate into any reciprocal trade 
agreement extension, the provisions as introduced in bills, which have been 
referred to this committee, which would place a 10-pecent quota restriction, based 
upon domestic demand in the corresponding quarter of the previous year, on 
imports of foreign crude oil and petroleum products, with a like 10-percent quota 
limitation on the imports of residual fuel oil. 

Gentlemen, I thank you. 


The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

Mr. Miits. Mr. Chairman, I ask unanimous consent to insert in the 
record at this point an excerpt entitled “Coal Facts by the Bituminous 
Coal Institute,” from the January 1, 1955 issue of Editor & Publisher, 
and a copy of a Report on the Domestic Consumption of Fuels by the 
Petroleum Logistics Division, Office of the Assistant Secretary of 
Defense (Supply and Logistics. ) 

The Cuatrman. Without objection, it is so ordered. 

(The documents referred to are as follows:) 


Coal Facts By THE BITUMINOUS COAL INSTITUTE, A DEPARTMENT OF THE NATIONAL 
Coat ASSOCIATION, WASHINGTON, D. C. 


The long-range outlook for coal is the brightest it has been for years. It ts 
true that many serious problems still face the coal industry. But the 7-year 
decline in coal consumption has apparently reached its low point. Many sign- 
posts point to a gradual upswing in consumption now. 

Electric power generation is expected to furnish the greatest single impetus 
to the growth of coal consumption in the years ahead. From the current yearly 
consumption of 115 million tons, this market for coal is expected to increase by 
1965 to around 250 million, according to some estimates. The growth in the pro- 
duction of electric power would be required by increased home consumption, 
greater mechanization or even automation of factories, and the use of steam 
facilities in hydroelectric areas to supplement water power. 
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Expanded production of steel is also expected to increase the steel industry's 
demand for coal. Efficiency of coal use in the steelmaking process is not expected 
te improve greatly, so any increase in steel production automatically increases 
coal demand, Coal—in the form of coke—is one of the three essential raw 
materials in the blast furnace, first step in the making of virtually all steels. 
There is no question here of competition with other heat sources, since coal is 
required chemically as well as thermally for the reduction of iron ore and lime- 
stone to pig iron and slag. 

Atomic power installations have turned out to be major consumers of coal 
rather than competitors. This form of energy is not expected to pose any -threat 
to coal for many years. In the distant future, if atomic power costs are lowered 
sufficiently to compete, it seems likely that overall power requirements of our then 
greatly expanded economy will still make heavy demands on coal as a power 
source. 

Biggest immediate lift to coal consumption is the rising level of business 
activity in general. New uses for coal, particularly in the chemical field, are 
opening potentially new markets. The coal industry as a whole is working to 
solve its problems by stressing additional mechanization, cost studies, research on 
better equipment, etc. But the underlying basis for coal’s bright future is its 
reserves, amounting to over 90 percent of total United States fuel reserves and 
yast enough to last for centuries. This is significant by comparison with dimin- 
ishing sources of competitive fuels. It is indicative of the factors listed above 
that the need for coal is increasing now—it is reassuring that coal will be able 
to meet America’s future energy requirements. 


REPORT ON THE DOMESTIC CONSUMPTION OF FUELS 


By Petroleum Logistics Division, Office of the Assistant Secretary of Defense, 
(Supply and Logistics) 


GENERAL 


Residual fuel oil is a heavy viscous residue that remains after the lighter, 


more volatile products, such as gasoline, kerosene, and distillate heating oils, 
have been refined from a barrel of crude oil. Since it is generally more econom- 
ically profitable to produce other petroleum products than residual fuel, the 
domestic refining industry has installed thermal cracking, catalytic cracking, 
coking, and other types of units to increase the yield of the lighter and more 
profitable products and decrease the yield of residual fuel oil. The principal use 
of residual fuel oil is in heavy powerplants. The users include public utilities, 
ships, mines, smelters, manufacturing industries, and railroads. It is not suit- 
able for use in private home heating although it is used by industrial establish- 
ments, apartments, and other multiple-unit housing. 


Residual fuel oil 


The total United States production and demand for residual fuel oil has 
remained practically constant for the past 3 years, with the demand for 1953 
being 1.6 million barrels per day. Imports of residual fuel oil averaged 352,000 
barrels per day in 1952 and 373,000 barrels per day in 1953, for an increase of 
21,000 barrels per day. The total imports of residual fuel oil for 1953 were about 
23 percent of the total demand, and equivalent to 83 million tons of coal, or about 
8 percent of the total bituminous coal demand. 


Coal 


The domestic production of bituminous coal was 467 million tons in 1952. It 
decreased to 453 million tons in 1953 and to a rate of 365 million tons per year 
for the first 6 months of 1954. This 1953 decreased coal use over 1952 was due 
to reduced demand for foreign vessel bunkering, railroads, home fuel consump- 
tion, and for export. The demand during this period remained roughly constant 
for American bunkering, steel industry, cement mills, and increased for electric 
power utilities. 


Natural gas 


Domestic natural gas consumption in the United States increased to 8.1 trillion 
eubic feet in 1953, or about 7 percent over 1952. This demand is expected to 
continue to increase, but possibly at a somewhat slower rate. The consumption 
of natural gas increased in 1953 over 1952 for each domestic end-use for which 
data are available, except for the manufacture of carbon black. 
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POTENTIAL AREAS FOR REDUCING CONSUMPTION OF RESIDUAL FUEL OIL 


Due to the continued shift to diesel-powered locomotives, the use of coal in 
1953, by the railroads, dropped from 38 million tons in 1952 to 27.7 million tons 
for a decrease of about 10.3 million tons, or 27 percent. During this same period 
the railroads’ use of residual fuel oil decreased from 109,000 barrels per day to 
78,000 barrels per day for a decrease of 31,000 barrels per day, or about 28 per- 
cent. Due to the expenditures involved in this dieselization program and the 
resulting efficiency in operation, no peacetime increased use of coal by the rail- 
roads is anticipated ; in fact, it is reasonable to assume that economics will dic- 
tate further dieselization that will result in additional reductions in the con- 
sumption of both coal and residual fuel oil by the railroads. In a national emer- 
* gency, the railroads can increase their consumption of coal by using their re- 
maining coal-burning locomotives to the maximum extent possible. 


Bunkers 


Imports of residual fuel oil in 1953 averaged 374,000 barrels per day, and of 
this quantity 77,000 barrels per day was imported in bond and used to bunker 
ships operating in foreign trade. During this same period a total of 187,000 
barrels per day of residual fuel oil was used as bunkers for American and foreign 
vessels in foreign trade. There was also an additional 126,000 barrels per day 
of residu’l fuel oil as bunkers for lake, river, and coastwise vessels for a total 
313,000 barrels per day of residual fuel oil used to bunker vessels, or about 20 
percent of the total 1953 domestic demand. In 1953 the use of coal for bunkers 
was 611,000 tons, or a decrease of 112,000 tons from the 1952 consumption of 
723,000 tons. All military and most all merchant ships now use for fuel either 
residual fuel oil or diesel fuel. There is little or no prospect that any of these 
vessels will ever return to the use of coal under peacetime conditions. 


Electric utilities 


The electric utilities have continued to increase their requirements for coal, 
residual fuel oil, and natural gas for the past several years. The use of bitu- 
minous coal for this purpose in 1953 was 112.2 million tons, or 9 million tons 
over 1952. During this same period the use of residual fuel oil for this purpose 
increased to 214,500 barrels per day, or an increase of 45,700 barrels per day. 
This increase of residual fuel oil is equivalent to 4 million tons per year of bitu- 
minous coal. One of the largest and most rapidly growing potential markets 
for coal is the generation of electricity. Many of the plants completed since 
World War II, or now being built, are designed to use more than one fuel, and a 
considerable number of these can burn coal as a primary or secondary source of 
energy. Based upon a survey of Steam Electric Plant Fuel Consumption and 
Costs, 1953, prepared by the National Coal Association, nearly 100,000 barrels 
per day of residual fuel oil is being consumed in PAD district I (the east coast), 
in plants equipped to burn coal. If this total volume were converted, it would 
increase the coal consumption by about 8.8 million tons per year, or an increase 
of slightly over 2 percent in the coal consumption in the United States. The sur- 
vey showed that there could be no conversions of any consequence in the re- 
maining areas of the United States. Since the fuel actually used is generally 
dictated by economics, it appears that the electric utilities provide a substantial 
potential market for coal. 


Steel industry 


In 1953, the steel industry consumed 156,000 barrels per day of residual fuel 
oil, or aproximately 10,000 barrels per day more than in 1952. This increase 
is equivalent to about 900,000 tons of bituminous coal per year. During this 
same period the consumption of coal increased from 104.4 million tons to 118.6 
million tons per year, or an increase of 14.2 million tons. The potential conver- 


sions from the use of residual fuel oil to coal in the steel industry appear to 
be limited. 


Government 


Purchases of residual fuel oil by the principal Federal agencies in fiscal year 
1954 were 169,700 barrels per day, or 25,900 barrels per day less than the fiseal 
year 1953 purchases. The purchases of residual fuel oil in the United States, 
or the total less the Department of Defense overseas purchases, were 86,700 
barrels per day and equivalent to 7.6 million tons of bituminous coal for the 
year. The military services generally follow in peacetime a policy of consum- 
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ing in heat and power ‘installations the fuel most economically feasible. In 
cases of new construction or major overhaul, the larger plants are generally 
equipped to burn more than one fuel. Currently, the military departments and 
other Federal agencies are generally following these two principles. It is 
very doubtful that any significant reduction in the current consumption of 
residual fuel oil by the principal Federal agencies could be economically effected. 


Other 


The balance of the residual fuel oil is consumed by a variety of factories, 
public buildings, apartment houses, and as oil company fuel. Conversions of 
these, under peacetime conditions, are limited since most such installations have 
neither the burning equipment to burn coal nor the storage space for coal storage 


bins. In peacetime, economics will generally dictate the feasibility of such 
conversions. 


Summary 


It appears that the conversions to residual fuel oil from coal are generally 
due to economics, convenience, ease of handling, and an uninterrupted source 
of supply. The electric powerplants provide a substantial potential source for 
conversions from residual fuel oil to coal and, to a lesser extent, in other indus- 
tries; however, under peacetime conditions, such conversions will apparently be 
dictated by economics. 


IMPORTANCE OF PETROLEUM IMPORTS 


In 1953, the United States imported from Venezuela 438,000 barrels per day 
of crude oil and petroleum products valued at $361 million. These petroleum 
imports included 113,000 barrels per day of residual fuel oil. The United 
States also imported other items valued at $79 million, for a total of $440 million. 
In 1953, the United States exported to Venezuela $511 million worth of all 
items, making the United States a net exporter to Venezuela of $71 million. 
During this same period, the United States also imported $156 million of 
petroleum products, including 234,000 barrels per day of residual fuel oil from 
the Netherlands West Indies. Based upon information available, all crude 
refined in the Netherlands West Indies is imported from Venezuela; thus any 
reduction in imports to the United States of residual fuel oil from Venezuela 
or the Netherlands West Indies would result in decreasing the value of Venezu- 
ela’s petroleum exports. It appears particularly desirable for the United States 
to continue to import residual fuel oil in quantities consistent with our east 
coast demands to enable the United States to maintain a supplementary source of 
petroleum in peace or war and to allow Venezuela to continue to buy products 
produced in the United States. 


EFFICIENCY OF FOREIGN REFINING 


Foreign refining capacity has been designed and built to utilize available 
crudes and to produce the required quantity and quality of petroleum products 
to satisfy their markets. The procedure of increasing the efficiency of a 
refinery is commonly referred to as taking such steps as are necessary to obtain 
from a plant an increased yield of the lighter products, such as motor gasoline, 
distillates, and others, with lower yields of residual fuel oil. A misconception 
may exist concerning the bulk of the Caribbean refining capacity. A large 
portion of the units have been completed within the past few years and addi- 
tional capacity of the latest design is under construction. These plants produce 
a high percentage of residual fuel oil and a lower yield of light products such as 
motor gasoline, because of the relative market demand for these products. These 
plants are equipped, however, to reduce substantially their percentage yield 
of residual fuel oil when their market demand dictates. Such a change, under 
present market conditions, is not economically feasible. Such flexibility, how- 
ever, generally precludes the practice of overproducing and “dumping” of residual] 
fuel oil or other pertoleum products on the market. 


EXCESSIVE NATURAL GAS COMPETITION 


The domestic use of natural gas increased about 6 percent in 1953 over 1952, 
with this increase distributed generally throughout the end-users, except for 
carbon black which showed a small decrease. The underground storage of 
natural gas at the end of 1953 was 1.7 trillion cubic feet, or about 21 percent 
of the total marketed during the year. This underground capacity has increased 
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substantially in recent years and further expansion is anticipated. This under- 
ground storage is filled in the summer for use during colder months. If this 
expansion of underground natural gas storage is continued, it will be only a 
few years, at the most, until the total year-round demand will be sufficient to 
require near continuous maximum throughput of present gas transmission lines, 
and there will be little or no natural gas available for ‘“‘dumping.” 


EFFECT OF STOPPING FOREIGN IMPORTS OF RESIDUAL FUEL OIL 


If all foreign imports of residual fuel oil had been stopped as of January 1, 
1954, the available stocks on hand in PAD District I (the east coast) would 
have met the demand for that area for 6% days. If refinery operations and 
imports from PAD District III (the gulf coast) had continued at the same rate 
and foreign imports had been discontinued, district I would be short of residual 
fuel oil in about 12 days. Approximately 8 days would be required for a tanker 


to pick up additional residual fuel oil in the gulf coast area and deliver it to 
the New York area. 


Effect on price 


A residual fuel oil shortage, brought about by eliminating foreign imports, 
would be followed by substantial price increases on residual fuel oil and probably 
on other petroleum products. The immediate net result would be an increase 
in fuel costs to the consumer. 


Added source of supply 


An additional supply of residual fuel oil from domestic sources eventually 
would be available by the refiners running more crude oil. With tanker rates 
now at United States Maritime Commission shipping rate, minus 58 percent, 
foreign crude oils are competitive in many cases on the United States east and 
west coasts with domestic and Canadian crude oil. Foreign crudes are, there- 
fore, available to supplement domestic crude oil production should a shortage 
develop. However, running added crude to increase production of residual fuel 
oil would produce a surplus of light products for which there is a limited or no 
demand. A complete revision of PAD Districts I, I], and III refining balances 
would be required. Many plants, in shifting their product balances to meet the 
revised demand, would operate at decreased efficiencies, economically, since they 
would be unable to utilize, to the same extent, their newer processing units 
primarily designed to reduce the yield of residual fuel oil. The supply of avia- 
tion gasoline, a product that is critical to the operation of civilian and military 
aircraft, could be seriously affected. The number and capacity of the refining 
units necessary for the production of the high quality components required for 
blending this product is definitely limited. A substantial decrease in the utiliza- 
tion of these units in those geographical areas would result in this product 
being in critical short supply. 


Alternate fuels 


The product shortage and increased prices would induce residual fuel oil 
consumers to try to shift to alternate fuels. Only those consumers equipped 
to burn coal could shift to coal immediately. An estimated one-third could make 
the shift from residual fuel oil to coal without major plant expenditures for 
alterations. The coal industry would benefit by an estimated 10-15 million 
tons of bituminous coal a year. The consumer would pay higher utility rates 
and higher prices for consumer goods and services. 


Importance of foreign petroleum sources of supply 


It is considered probable that substantial quantities of petroleum will continue 
to flow to the United States and allies from relatively protected Western Hemi- 
sphere areas under wartime conditions. For the United States to be able to 
obtain these essential petroleum products in event of a war, the United States 
should take no action that would seriously injure the political and commercial 
relations between the United States and the countries with petroleum reserves 
and jeopardize these foreign sources of supply. 
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TABLE 1.—Change in consumption of energy by major domestic uses in the United 
States, 1953 versus 1947 


[Expressed in millions of tons of bituminous coal equivalents] 

















Bitum les Residual | Diesel and| Natural | Total 

| coal fuel oil distillate | gas 

Domestic use: 
Pe ii at —81.6 —16.6 BO 1 ibs nsscoiel —86.8 
bo, tert ll sree email b= papi net FY 3.0 + inaneeeiemionel 2.4 
Putioweiitite soi). 002k ees 26.3 | 5.9 MHS Poss at 30. 6 
Gece DaeNO ik. 6ccdav'ss Gh. snes —387.9 | 6.1 20. 6 36.3 | 25.1 
I 3.7 1.3 () | 3.1 8.1 
Other industries and miscellaneous. -__| —29.1 11.0 11.3 | 155.0 | 148. 2 
Total domestic......-.--..---..----- —119.7 10.7 42,2 194. 4 | 127.6 
I tli it tareictaeitieer ht ee ED Di cvstecsdis ketamine heahe n Git Galina wile Sadiaiideca 
‘Total coal Gemand . ..............-... ee ts | cipinien cape ae noaeds aaa | wdakteestied 

| 





1 Included under ‘‘Residual fuel oil.’’ 


TABLE 2.—Summary of United States residual fuel oil supply and demand 


| 
1952, barrels 1953, barrels | 1954 (first half)! 




















per day per day barrels per day 

hi a ail tac al a hie Rail ee 1, 240, 156 | 1, 229, 451 1, 193, 508 
‘eee woes Wr eae arr. Se 8 eer ee ee 17, 331 15, 347 15, 972 
Imports se esa sikk AO Bee. eit | 351, 035 372, 155 380, 999 
Change in stocks-_-__.... ~ seedewends na hha cable Ge 4haeP +15, 992 +1, 814 (5, 524) 

1 = — — —< — —— 

Fe he tT tL Bie ee ted ty EE Mig de.) 1, 592, 530 1, 615, 139 | 1, 596, 003 
Wimp asa. es aL RE 5 75, 686 71, 606 | 62, 458 
I a a ts alee | 1, 516, 844 | 1, 543, 533 1, 533, 545 





! All figures for June are estimated, based on API reports. 


TABLE 3.—Domestic uses of residual fuel oil 


























1953 1952 1953 1952 
barrels | barrels || | barrels | barrels 
per day | per day per day | per day 
| 
ONE eckona35s sane 78,019 | 109,260 |} Other. _-__-...-.-..-.-.----.- | 300,732 | 286, 986 
eee | eres: ‘ees 
Vessels, including tankers: 1] eee. kat he. ccke 456, 844 432, 713 
Lake, river, and coastwise_.| 126, 274 eR a ee 224,175 | 216, 260 
Foreign trade: i fg. TEER | 83,384 101, 598 
American vessels_-..-.-.-.- 96, 825 96, 533 || Oil company fuel__.____-_.--- 140, 392 148, 691 
Foreign vessels. ._......-- 90,117 | 81,961 || Miscellaneous uses-.- -.-..----- 17,332 | 15, 696 
Tete ves 2... 28 Se 313, 216 301, 672 | EWM oct dwetaccsecee 1, 547, 203 |1, 518, 505 
Gasgionte ids i. <disssecsti 19, 351 23, 784 || Unaccounted.-_-............-- 559 (1, 661) 
Electric powerplants..........| 214,490 168, 831 ——__-|—_— 
SS Domestic demand_----_|1, 547, 762 |1, 516, 844 
Mines, smelters, and manu- 
facturing industries, steel \| 
industry _. se! 145,727 | 
| ' 

















Source: Bureau of Mines, and Census. 
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TABLE 4.—Domestic uses of bituminous coal 


ies as of net 4 





Use Use 


Electric power utilities Steel and rolling mills_------ 6, 207 


—===== | Cement mills ______- P 8. 344 
Bunkers, foreign trade: Other industrials___._____- 97, 437 


wi, 
American vessels Retail deliveries 61, 295 
Foreign vessels ! ae 


Total...................| 426,285 | 418, 757 
i eed 33, 767 47, 643 


Railroads 
Coke plants—beehive.._____- ; 460, 052 a 466, 400 
Coke plants—ovens- 


1 Excludes Virgin Islands, and adjusted to conform with Bureau of Mines total. 
Source: Bureau of Mines. 


TaBLeE 5.—Domestic uses of natural gas 
[Billions cubic feet] 





i] 

1952 || 

———|| ion 
Residential consumption 1, 622 I Industrial consumption—Con. | 
Commercial 516 Fuel—Continued 

—=—== | ——— Natural gas pipelines___. | n. a. | 207 

Other industrial..........| n.a.| 2,769 


Industrial consumption: 


BE a ee 1, 484 
Carbon biack................- ie 


Fuel: 


Total fuel _-------.---.-| 4003\) 3, 624 


Total industrial consumption 5, 849 | 5, 476 


Cement plants . a. 112 


| 


| 
| 
, i | 
Oil company use 536 | Total’consumption.._............| 8,077 | 7,614 


TABLE 6.—Daily average consumption of residual fuel oil, natural gas, and 
bituminous coal 





Fuel oil Natural gas Bituminous (B. t. u., value (billions)) 
Year unit (thousand (million coal -- ——— 


7 . (thousand | : j 
barrels) cubic feet) tons) Fuel oil | Natural gas | Coal 





10, 994 
12, 127 
13, 511 
14, 234 
16, 511 
19, 460 
20, 803 
22, 129 
2 27, 868 


11, 819 35, 918 
13, 037 39, 185 
14, 525 37, 218 
15, 302 31, 981 
17, 749 32, 603 
20, 920 33, 658 
22, 364 29, 977 
23, 788 30, 599 
2 29, 958 128, 001 


SLL OOR APP 








15 months—January to May. 
23 months— January to March. 


B. t.u. values used: Residual fuel oil, 6,300,000 per barrel; natural gas, 1,075 per cubic foot; coal, 26,200,000 
per ton. 
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TABLE 7.—-United States imports and exports calendar year 1953 


2 
United United United United 














States States States States 
—— = nee —— on 
- value a value a’ value a value a) 
Country commodi- | commodi- Country commodi- | commodi- 
ties (mil- ties (mil- ties (mil- | ties (mil- 
lions of lions of lions of lions of 
dollars) dollars) dollars) dollars) 
ER atm enisy oekoaoe 182 ee ol ee 342 635 
Re cectiace 766 PR | eee eee 440 511 
ee wan 241 98 —_—_——_ 
CA cit cathe nbn 465 282 ee ots chink nn eoe 2, 870 2, 349 
sas. bucastsvcublince 434 425 Total all countries _- 10, 777 15, 626 








Source: U. S. Department of Commerce Reports No. FT420 and FT120. 


TABLE 8.—Ezports from Venezuela, 1953 














Petroleum 
and petrole = — All exports 
um products I 
To United States: 
Millions, dollars_---.....--- inna’ sgidinbaaaaaeeia oe 361 79 440 
FORO... gine ceases ee GARE A ch Sebess 27 92 30 
To other countries: x 
UN GRIER US 8 So wc eccnadndse cee 1, 003 7 | 1, 010 
as) esti a nee a DORA... ects ddashonsabe 73 8 70 
Total all countries: 
IN MUI 6. .nc cns erccesncnacentungensnnsijeaeeeee 1, 364 86 1, 450 
POPC... ponent odicslsesdss eels iesiee phe dpesnepewsee 100 100 100 


Source: U.S. Department of Commerce. 


The Cuarrman. The next witness is the Honorable Charles W. 
Vursell, of Illinois. Mr. Vursell, we know you pleasantly, but for the 
record, will you please identify yourself? 


STATEMENT OF HON. CHARLES W. VURSELL, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF ILLINOIS 


Mr. Vurseiu. I am Charles W. Vursell, representing the 23d Con- 
gressional District of Illinois. 

Mr. Chairman and members of your committee, it is a pleasure to 
appear before your committee in an effort to give some facts on behalf 
of the independent oil producers of the Nation, who have continued 
during the past 2 years to find this great farflung industry driven year 
by year and month by month into great economic difficulties because of 
the excessive import into this country of foreign oil, which has reached 
- deluged state of 1,240,000 barrels of oil and petroleum products per 
day. 

Mr. Chairman, many of us who have come before this great commit- 
tee in the past, in an effort to maintain a healthy economic climate for 
the necessary development and production of oil here on the domestic 
front, but always ready to accept and appreciate the necessity of large 
imports of oil, also necessary to our economy, realize that we are fortu- 
nate and that the Nation is fortunate in the opportunity to come before 
your committee with our facts and grievance, because you have a pro- 
found knowledge of the problems confronting the oil industry due to 
years of service on this important committee. 
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Mr. Chairman, for several years, through study and contact with the 
oil business in southern Illinois, Indiana, and Kentucky, which is 
known as the Tristate Basin, I can speak with personal knowledge as to 
the damage excessive imports have brought not only to those engaged 
in the oil industry, who constantly explore and have constantly 
widened the area of those three States, but I know the economic unfav- 
orable impact against the economy of these three States by reason of 
the constant pressure and constant rise of imports coming into our 
Nation ol oil, the major part of which comes from the Middle East. 

Eight years ago, the Tristate Basin, to which I have referred, was 
producing about 500,000 barrels of crude oil daily ; the price was stable, 
and there was no difficulty in disposing of this crude oil. There was a 
ready competitive market for all of it just 8 years ago. 

Today, even though we have greatly extended our areas of produc- 
tion, the Tristate Basin now produces only 264,000 barrels of crude oil 
per day as compared with the former 500,000 barrels, and we are told 
that we must prorate and limit present production. 

The independent operators are having great difficulty in disposing 
of this smaller production. Independent operators, in many instances, 
are unable to get the local pipelines to accept and purchase their pro- 
duction. If the independents cannot sell their oil, they cannot con- 
tinue to expand and find more oil. 

Last July 1 one of the principal pipeline companies purchasing oil 
in the Tristate Basin reduced their purchase of oil in that area to 70 
percent of their June production. On July 9 another principal pur- 
chaser reduced the price they would pay for crude by 12 cents a barrel, 
from $3.02 to $2.90. 

This disturbed and alarmed all independent producers in the entire 
Tristate area; the drilling and development of wildcat wells imme- 
diately began to drop off. Drilling rigs were stacked, and thousands 
of workers were made idle. Mass meetings were held throughout the 
Tristate area, and particularly in my congressional district, which 
produces in its 15 counties over 50 percent of the oil produced in the 
State of Illinois. Their tanks were full of crude oil that could not be 
sold to other refineries. The use for a great amount of Tristate crude 
oil had dried up. The outside markets of the Tristate area were being 
supplied through the importation of foreign oil. 

I am not only pleading for those in the oil industry, but I am speak- 
ing for all of the people, the farmers who have oil under their land, for 
thousands of men and women who were employed at the high wages 
always paid by the oil industry, and for the thousands of merchants in 
the towns and cities of the Tristate Basin who are suffering from the 
economic impact that has hit the entire Tristate area. 

I bring out these facts to illustrate what has happened in this area, 
because it is a fair picture of what is happening to the oil industry in 
all areas throughout the United States. 

Taken in sum total, the economic impact on this great farflung in- 
dustry is of major importance, not only to the economy of the Nation, 
but ranks extremely high in importance in these uneasy times to the 
national defense and security of the Nation. 
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NOTE INCREASE OF IMPORTS 


The following table of increase of imports portrays, with dynamic 
emphasis, the magnitude of this problem: 


Number of barrels of crude oil and oil products imported into the United States 
daily (these figures represent the daily average) 


Barrels Barrels 
De ahiteid chan enitenceneein Tee EE Sian arcketeiaeerrnermesmppdnioganretty 958, 000 
ee eee ena 456,000) 1908S 222 i Oe ue 1, 050, 000 
SONS aint sail ois G4, 0008 GOGO cto lb ete 1, 065, 000 
WOU inn ase sist oad} candaaal 850, 000 


For the first 6 months of 1955, the large importing oil companies 
have furnished an estimate to the Texas Railroad Commission that 
they expect their imports for the first 5 months to average 1,240,000 
barrels per day. So you see, the problem grows worse monthly, and 
the major oil companies are continuing to increase their destructive 
pressure against the independent oil producers of our country. 

I am confident that, because of the joint wisdom of this committee, 
you must realize that in the interest of the economy and the defense of 
our country, we must, at long last, come to grips with this problem, 
and that it is the responsibility of the Congress to limit, by legisla- 
tion, by establishing a quota which will limit the importation of oil 
and oil products toa reasonable amount. After a careful study of the 
entire problem, those of us who are interested in the solution of this 
problem are supporting proposed legislation which will be offered to 
your committee to limit imports to 10 percent of our national con- 
sumption of these oil products. I, and other Members, have intro- 
duced bills to effectuate such limitation of imports. 

When one takes into consideration that through the generosity of 
this Nation, we have given to foreign countries something approaching 
$50 billion to aid them since the close of World War IT, and that we are 
still giving to other countries approximately $5 billion a year, we can- 
not, in addition, give them 15 percent of our oil market and continue 
to weaken our entire economy. 

We must never lose sight of the fact that our first line of defense in 
this country is our financial soundness and our industrial strength. 

Another factor bearing directly on this problem is that unless we 
limit oil imports, we will continue to prorate and cut back the produc- 
tion of oil in this country to the point where if war should come it will 
be difficult to step up our oil production quickly enough to serve our 
own best national interest. We will find that we are too dependent 
upon foreign oil imports. That submarine warfare can and may dan- 
gerously reduce our ability to defend this Nation and the Western 
Hemisphere. 

Fortunately, when World War II suddenly came, our oil reserves 
and our machinery for producing oil, and the amount of oil we had on 
hand, permitted us to weather the storm when the submarines almost 
stopped the importation of oil into this country. We are not in such 
a favorable position on the domestic front today as we were then. 

Unless oil imports are limited, and we continue to expand and 
develop and locate more oil, we may find ourselves in a dangerous con- 
dition, if the world is so unfortunate as to be plunged into an early war. 
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We know, and everyone who has studied this problem knows, that we 
cannot continue to accept imports in the amount of over 1 million 
barrels of oil a day in our economic interest, or in the interest of the 
defense of our country, which should be paramount on both of these 
issues. 

We know the next war, as was the last war, must and will be largely 
powered through oil products. Our airplanes girdling the globe will 
require an abundance of gasoline to keep them in the air. Likewise 
our Navy, which will have to fight all over the world must move on oil. 
Our tanks, trucks, our industrial strength of the Nation, so necessary 
to winning war, are largely dependent upon oil and gas. Why weaken 
our striking power ? 

We have delayed giving attention to this limitation of oil imports 
too long now. Why continue such apathy, such a dangerous policy ? 

It is to be earnestly hoped that this splendid committee, in the 
wisdom of its deliberations, will open the gate to the Congress, repre- 
senting all of our people, and give it the opportunity to fully consider 
this problem of such vital interest to all of the people. 

I think this committee and the Congress should take note of the fact 
about two-thirds of the oil being imported into this country comes 
from the Middle East; that the oil industry outside of the United 
States, except Russian, is dominated by six large international oil 
companies controlling about 90 percent of all foreign oil; that six 
companies which are the principal importers into the United States, 
accounting for about 70 percent of the total imports, are: 

Standard Oil Company of New Jersey (New Jersey). 
Gulf Oil Corp. 

The Texas Co. 

Standard Oil Company of California. 
Socony-Vacuum Oil Co., Inc. 

Royal Dutch Shell Group. 

These big major oil companies here in the United States were put 
on notice in the 83d Congress that it was time for them to police them- 
selves, so to speak, and limit their imports, when legislation of that 
kind was voted out of this committee, and was considered on the floor 
of the House. Many Members of the Congress will remember the 
struggle that happened on the floor, and that, finally, by a very small 
majority, in the latter part of the session, the bill was recommitted to 
the committee on July 23, 1953. 

Since that time, the major oil companies bringing heavy imports into 
this country agreed to police themselves and cut back their produc- 
tion, but. they have not done it and show no signs in the future that they 
will. Time and again since then, there has been promises, and implied 
promises, on the part of the major companies that imports would be 
cut back, and not constantly increased. Nothing to this end has beer 
done or will be done. It has become evident to everyone who has given 
serious thought to this problem that it must be met through legislative 
enactment, and it should be met in this, the Ist session of the 84th 
Congress. 

Nothing can be gained for our economy or for the defense of our 
Nation by putting it off. It has been put off too long now. I sincerely 
hope this committee will open the door of the Congress so that it may 
work its will in the general interest of all the citizens of the Nation in 
finding the proper solution to this major problem. 

57600—55—pt. 2 11 
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We who urge that imports of oil be limited to 10 percent of our 
national consumption, take this position in what we believe to be in 
the best interest of the economy and of the defense of our country. We 
are not opposed to the major companies, who have made such a tremen- 
dous contribution to our economy, and to the defense of this Nation. 
We do not want to reduce imports of these major companies to a degree 
other than is fair, equitable, and necessary. We believe the major 
companies should have voluntarily limited their imports to about 
800,000 barrels a day. Possibly, as our economy grows, we could con- 
sume even a greater amount of imported oil. For that reason, we feel 
that a 10 percent limitation, which would permit them to import some- 
thing over 800,000 barrels of oil a day, is a fair and proper solution of 
the problem which will be of great benefit to our entire Nation. 

Such limitation of imports will make it possible for the thousands 
of great independent oil producers to continue to explore for oil, build 
up our national reserves and continue to make their great contribution 
to the industrial strength, the prosperity of our country, and the 
defense of our Nation. 

The Cuairman. We thank you, Mr. Vursell, for your appearance 
and the information you have given the committee. 

Mr. Vursett. Thank you, Mr. Chairman. 

The Cuairman. The next witness on the calendar is Thomas Ken- 
nedy, vice president of the United Mine Workers of America. 


STATEMENT OF THOMAS KENNEDY, VICE PRESIDENT, UNITED 
MINE WORKERS OF AMERICA 


Mr. Kennepy. My name is Thomas Kennedy, vice president of the 
United Mine Workers of America. I live at Hazelton, Pa. and repre- 
sent the United Mine Workers of America with respect to this legis- 
lation. 

Before starting to read my statement, Mr. Chairman, I would like 
to say that in my judgment some of the statements made by Con- 

ressman Mills are absolutely correct. All of the lessening in pro- 

uction and consumption of bituminous and anthracite coal is not 
due to residual oil. en the railroads went to diesel, they reduced 
the consumption. And we never agreed with them. We do not now 
agree with them. 

There are better combustion methods with respect to the burning 
of coal which has also lessened consumption. The use of natural gas 
and fuel oil in the coal markets has further reduced the consumption. 

But we believe with respect to these latter competitive fuels that 
eventually they are going to run out and that that probably accounts 
for the statement made by the Bituminous Coal Institue with respect 
to this interim period. 

As a matter of fact, they are now trying to import natural gas from 
Canada in order to supplement the natural gas that they are taking up 
from the South and the Southwest into the eastern section of the 
United States. 

Of course these latter fuels on a cost basis cannot compete with 
bituminous coal nor with anthracite, but their greater convenience 
and use is what is attractive to the consumers. Of course it has played 
a part " the diminishing consumption of both bituminous and anthra- 
cite coal. 








TRADE AGREEMENTS EXTENSION 1523 


The question of residual oil, as I will point out in my statement 
effects probably 4 weeks’ work in the Bituminous Coal Institute o 
the United States. To that extent it is a contributing factor, but not 
the overall factor in this proposition. . 

I think that Congressman Mills’ suggestion that we might explore 
some other avenues is very timely; for instance, the avenue of im- 
— natural gas from Canada and as it affects the railroads. In 
my judgment, they will be back on coal in due time; that is my honest 
conviction. There are many other users in the United States who will 
be back on coal. 

Now, with those preliminary remarks, I would like to read my 
statement. ; 

The meat of this bill, H. R. 1, is contained in section (A) starting 
on page 2 as follows: 

he President is authorized : 

(A) To enter into foreign trade agreements with foreign governments or in- 
strumentalities thereof containing provisions with respect to international trade, 
including provisions relating to tariffs, to most-favored-nation standards and 
other standards of nondiscriminatory treatment affecting such trade, to quanti- 
tative import and export restrictions, to customs formalities, and to other mat- 
ters relating to such trade designed to promote the purpose of this section similar 
to any of the foregoing: Provided, That, except as authorized by subparagraph 
(B) of this paragraph, no such provision shall be given effect in the United 
States in a manner inconsistent with existing legislation of the United States. 

I am not a lawyer, but I know a little about legislation and it seems 
to me after reading this section of the bill that Congress is giving to 
the President greater powers than have ever been given to any previous 
President ; in fact it is my thought that Congress is really abdicating 
and delegating to the President, legislative authority on this subject, 
which inherently belongs to Congress itself. 

Whenever we clothe the executive branch of Government with au- 
thority to legislate, we are, in my opinion, getting away from the 
fundamentals of our form of Government, and in my judgment, if this 
bill is enacted, the State Department will run the show from here on 
in with no regard for our own economic problems affected by inter- 
national trade. 

From my personal experience I know of no department of Govern- 
ment which knows less about economic affairs in the United States 
than the State Department. 

When the first reciprocal trade agreement was made back in 1934, 
I was one of a committee that met with Secretary of State Cordell 
Hull with reference to an agreement then under consideration with 
Venezuela. We talked about the repercussions on the coal industry 
that would be brought about by the importation and dumping of oil 
from Venezuela. 

With all due respect to Secretary Hull who was an able and honest 
man, we could not interest him in any of the economic phases of trade 
agreements. His only concern seemed to be one of preventing wars 
and preserving peace in the world, and he repeatedly told us that these 
trade agreements would prevent wars. 

Well, they did not prevent wars. World War II blew up in our 
face and the world ever since has been in turmoil and trouble border- 
ing upon war. 
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Our Government is now approaching the subject matter of recipro- 
cal trade relations in the belief that by building up industries and 
production throughout the world we will be staying the hand of com- 
munism and prevent wars. Another purpose the proponents of this 
bill have in mind is virtually free trade. 

As one who has attended many international meetings of labor 
throughout Europe, it is my tre. poner that we have failed in this 
enterprise of stemming the tide of communism not only in Europe, 
but in Asia and in the Latin American countries. 

We are told that if we buy foreign goods it will give those countries 
from which we buy, American dollars to purchase our goods. But 
this is not the way it works, because these countries shop around 
Europe and buy in the cheapest markets. 

With our dollars, France, Italy, Belgium, and the Scandinavian 
countries have been buying Polish coal. Belgium recently concluded 
a sales agreement direct with Russia to buy coal and other commodi- 
ties. England has also purchased coal from some of the countries 
behind the Iron Curtain, Poland in particular. 

These facts certainly sweep away the slogan “You buy our goods, 
and we'll buy yours.” It should better read, “you take our goods, give 
us your dollars and we will buy where we please in the cheapest coun- 
tries, even though the goods wevey may be subsidized by governments.” 

Somebody referred to the question a minute ago about some recent 
Welch anthracite that was shipped into Boston by the National Coal 
Board of Great Britain. Nobody cannot tell me other than that coal 
was subsidized by the Government of Great Britain because it cost 
much more to put that coal above the mines in South Wales than it 
does anywhere else in the United States, and they could not compete 
unless it was subsidized, which the British Government has been doing 
for as years in the shipment of exports to countries all over the 
world. 

Under the Schuman plan, in effect in 5 or 6 countries on the Con- 
tinent as affecting coal and steel, that authority recently borrowed 
$100 million, which was underwritten by our Government. 

I was recently at meetings in Paris and London and discussed this 
matter with delegates from some of the countries affected, and found 
out that very little of this money is being used to improve wage and 
condition standards in the mining industry. 

The first 25 million is to be used for building miners’ homes and 
for transferring miners from high-cost areas to low-cost areas. 
Creeping communism has not been stopped. And I know whereof I 
speak. It seems to me that we are attempting to build up industry 
in foreign countries at the expense of our own industry in the United 
States, especially the coal industry. 

I wish to call particular attention to the dumping of residual oil 
on the eastern seaboard, most of which comes from Venezuela, not a 
Communist dictatorship, but a military dictatorship, which from the 
standpoint of freedom and justice is just as bad as a Communist 
dictatorship. 

Residual oil last year displaced over 30 million tons of American 
coal. We had in the American coal mining industry in the month 


of December 1954, over 143,000 persons unemployed, with thousands 
of others working part time. 
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If the dumping of residual oil were stopped and placed upon a 
quota basis, it would mean about 3 weeks extra work for the coal 
mining industry. It has been pretty well established as public policy 
that the dumping of commodities on our shores is wrong and in vio- 
lation of every concept of fairness and equity and yet the practice 
continues merrily along its way. 

One of the Congressmen asked a question a moment ago with respect 
to the price of residual oil. Well, it is always kept under the price 
of coal, but I remember upon one occasion that residual oil sold in 
New York for as low as 214 cents a gallon. 

I repeat, we are in favor of a quota system being applied to residual 
oil in much the same way as most of these countries prevent the im- 
portation of American goods and commodities by a quota system. 

Our State Department, which handles most of our international 
trade and other problems, and as they would continue to do under 
this bill as I have indicated, is not concerned with the economics in 
this matter at all. They want to bring about the prevention of wars 
and the preservation of peace, a very laudable objective, but they are 
evidently not concerned with the fact that our industries and our 
people should have our own interests first protected because the peace 
of the world, in my judgment, depends upon the strength and the 
greatness of our own country, and this cannot be accomplished by 
ruining the basic coal industry which, in the event of war, must be 
depended upon for energy not only in our own country, but also those 
of our allies. 

I might digress for a moment, Mr. Chairman, to say that I was on 
the Solid Fuels Advisory Council when World War II broke out and 
also a member of the National War Labor Board, and the minute 
that World War II happened the next day we were on a coal economy, 
the very next day, because as some of the Congressmen know, and as 
Mr. Pickett pointed out, oil went completely out of the heating and 
the energy business and we had to depend on coal. 

We produced in that year almost 700 million tons of coal, bituminous 
and anthracite. We exported up to 50 million tons to our allies in 
Europe. That would be the same situation that you would meet with 
in the event of any other emergency or any other war. 

You speak about the sinking of tankers, or one think or another; 
they even sank coal boats between Norfolk and Boston. The public 
never knew much about it, but that is the fact. 

Surely, with all of the statesmanship in this Congress-and this com- 
mittee, we can find a better way to provide full employment and stabi- 
lization of our own industries, and aid in stabilizing industries of other 
countries. 

There is one point I would like to make here and that is this. One 
of the Congressmen referred to the question of whether we believed in 
reciprocal trade. Yes, to the extent that it protects our industries and 
gives us avenues to export. But, my friends, when you take into con- 
sideration the inefficient methods of production of commodities and 
goods in Europe, and we take those inefficient methods into considera- 
tion in the fixing of reciprocal trade agreements, we are really cement- 
ing those inefficient methods and we are subsidizing the minimum of 
production possible under those arrangements. 

I take the coal industry, for instance, in Europe. With all of the 
mechanization that the National Coal Board has put into the mines of 
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Great Britain since they have been going along they have only in- 
creased production three decimal points per day per man. 

Previous to the National Coal Board taking over the mines, they 
produced about 1.21 tons per day per man. The last report in the last 
quarter of 1954 showed that they produced 1.24 tons per day per man 
for an increase of about three decimal points. 

That is true in France; it is true in Western Germany that has a 
surplus of coal and about the only country over there that has a 
surplus. 

And I repeat that if we base our reciprocal trade agreements on their 
inefficient methods of production, we are really subsidizing and con- 
tinuing those inefficient methods. 

Unemployment in the coal industry in the United States affects 
many other industries adversely. This is also true of the chemical 
industry of the United States, much of it being based upon the by- 
products of coal. 

And here, in answer to Congressman Mills, we might be interested 
in the exports of the chemical industry because of the value of the coal 
being presented, but I am afraid that is not the case in the chemical 
industry, as you gentlemen no doubt have heard recently before your 
committee. 

District No. 50 of the United Mine Workers of America represents 
most of the unionized employees in the chemical industry and is the 
largest labor organization in the chemical industry. 

In 1953, there were 608 manufacturers of synthetic organic chemi- 
cals in the United States with a total production for that year of 
about 29.1 billion pounds. Total sales in 1953 (less tars and crudes) 
were $4 billion, approximately 20 percent of the $19.8-billion sales for 
all chemicals and allied products in 1953. 

The coal and chemical industries are interrelated and as coal is 
an indispensable source of power, it is also an indispensable raw mate- 
rial source of the synthetic organic chemical industry. The importa- 
tion of chemicals, produced by cheap labor, affects the employment 
opportunities and standard of living of the chemical workers directly 
and, in turn, the coal miners also. It does not stop there. It affects 
the employment opportunities and the living standards of employees 
in the vast number of industries where chemicals form an important 
part of the finished product. 

To briefly illustrate this point, coal is often called the Black Dia- 
mond. The analogy obtains not only because both consist of carbon 
but because from both we get a rainbow of colors, one from the effect 
of light and the other from the action of various chemicals. If we 
follow through the manifold chemical and engineering changes that 
transform coal by the action of many other chemicals into literally 
a thousand chemicals which in turn throws a protective mantle over 
many another industry and, of equal importance, over a wise and 
prudent scheme of national preparedness and defense. 

For example, one dollar’s worth of such chemicals makes salable 
$100 worth of other products. Thus, $60,000,000 to $70,000,000 worth 
of such chemicals help mightily in the disposal and sale of 6 to 7 
billions of dollars worth of other products entering our modern tech- 
nical civilization. 

To that extent companies in the chemical industry are thus cus- 
tomers and competitors of one another. Chemicals provide the essen- 
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tial ingredients that enter into the manufacture and sales of the count- 
less multitude of other industrial products. To a similar extent em- 
ployees in all of these industries are adversely affected, some directly, 
and others in the manner of a chain reaction by the impact of im- 
ports of chemicals produced by foreign countries by substantially 
cheaper labor and costs. 

Last year, the total imports of chemical and allied products was 
about $259 million. This is a 142 percent increase over the value of 
such imports in 1949. 

Our tariffs on imports are now the lowest in relation to the value 
of imports of all the countries of the world. 

The ratio of customs collected to the value of imports of the prin- 
cipal countries on the European continent, as compared with the 
United States, is as follows: 


Ratio of customs collected to value of imports 
Country: 


Now let us compare wage rates in the chemical industry of the abov 
European countries with those in the United States, as follows: 


Average hourty| Average rate, 
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including fr inge 
benefits 
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Some poone may argue that the higher productivity per man-hour 
or man-day in the United States should overcome or offset this dis- 
parity in wage rates, but the difference is too great. 

It is true that the American worker in the chemical industry pro- 
duces from 21% to 5 times as many tons of chemicals per man-hour 
or man-day as his European counterpart. That vastly superior 
productivity is not enough to overcome the wage cost alone. It must 
also be taken into account our own present tariff disadvantage plus 
the ease and facility with which other governments may adjust the 
value of their currencies in relation to the value of our own to further 
enhance the advantage of their chemicals and other products in our 
market. 

In addition to maintaining employment opportunities at American 
standards for the present number of workers in our labor force in 
the United States, there are about 1,600,000 young men and women 
coming of age each year. As our population continues to increase, the 
number of young men and women coming of age will be increasing 
ee, 

The number of new additions to our labor forces in the United 
States is now running about 500,000 per year. As our net population 
increases, the number of additions to our labor force will also increase 
proportionately. 
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These new additions to our labor force as well as the 65 million in 
our present labor force must find employment opportunities, at Amer- 
ican standards of wages and incomes, in our own expanding industrial 
economy. 

A brief word about preparedness or national defense: We are 
now and have been making vast expenditures for national defense. 
While we are doing this, it would be folly for the United States to 
adopt a policy authorizing a further reduction in tariffs that would 
tend to disable our domestic economy and particularly our synthetic 
organic chemical production markets, chemical research and, in turn, 
the employment opportunities of our people. 

No important segment of our chemical nor of our coal mining 
industry can be put in moth balls and then taken out in full bloom 
in case of emergency. 

Chemical research cannot be put in moth balls to be taken out 
in case of emergency. Even the tortoise would win that kind of an 
industrial production race. 

The skilled labor that is so vital to the operation and processing 
of chemical production and coal mining cannot be diverted to other 
work or idleness and then recalled in case of emergency, that time 
and technical know-how is only lost forever. 

The military preparedness of our Nation and the nations of the 
world associated with us depends upon the live, active operating 
scientific technical know-how to more than offset the numerically 
superior forces that can be arrayed against us. 

Our security is in our economic health, that should be our first 
consideration. 

Proponents of H. R. 1 are evidently not sure that the proposed 
bill will accomplish the result of putting more people to work in the 
United States, because they offer to support legislation introduced 
to provide for industries and unemployed persons attached to those 
industries which may be adversely affected to be cared for by in- 
creased unemployment compensation, old age pensions and help for 
these industries. 

There is also another point in the bill introduced by my friend, 
Congressman Eberharter, which provides for the moving of families 
from distressed unemployment areas to other areas. 

Well, if reciprocal trade is what they claim it to be, why the need 
for such legislation, and I might propound this question: Where are 
we going to move displaced persons where they can find employment 
when practically every industry in the Nation is now affected by un- 
employment and part-time work? 

Industrial plants, for instance those built in Scranton by the people, 
are only operating on a part-time basis due to the fact that they can- 
not get contracts from the Government because General Motors, the 
Chrysler Corp. and others are getting all of the work. And this is ina 
distressed unemployment area. How does Congress propose to solve 
this problem ? 

I personally suggested to a conference in Pittsburgh several years 
ago that unemployment compensation payments should be made for 
the full period of unemployment and not for 26 weeks as is now pre- 
scribed by law. I would further suggest that eligibility for pensions 
should be fixed at 60 years of age, if a person is unemployed. Regard- 
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less of this bill or any other bill, it should be done as a general relief 
proposition which I think is equitable and just under the circum- 
stances. 

The coal industry is basic to the security of this Nation and basic 
to the extent of supplying coal to other nations. It seems to me as an 
overall proposition that H. R. 1 is not going to solve the problem, 
and it might be better for all concerned, if we put some teeth in the 
present tariff and trade relations program and speed it up. 

We could then require this agency, the Tariff Commission, or other- 
wise, to make reports to Congress on trade agreements or tariff adjust- 
ments before they become operative. In this way Congress would be 
preserving its rights under the Constitution with respect to tariffs, 
reciprocal trade or any other matter relating thereto. 

As given to the committee this statement deals particularly in rela- 
tion to coal and its allied chemical industries. Other industries related 
to coal are also affected such as steel, lumber, explosives, machinery, 
and railroads, and I hope that my statement will be given the con- 
sideration that is due it lelede this committee and the Congress. 

The Cuarrman. Does that complete your statement, Mr. Kennedy ? 

Mr. Kewnnepy. It does. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

Mr. Eberharter, of Pennsylvania, will inquire. 

Mr. Epsernartrer. Mr. Kennedy, I think everybody noticed with 
what undivided attention every member of the committee listened to 
your statement. It shows that they have a high regard for your 
opinion, and they have a great respect for a very fine citizen which has 
been proven throughout the years in the past, both in Pennsylvania 
and nationwide. 

Now, my saying that does not mean that I am not going to ask you 
a question or two. 

I think the coal industry and the employees have been helped over 
some rough periods by the Federal Government in previous times, has 
it not, both the employees and the industries? 

Mr. Kennepy. Yes, that is true, Congressman Eberharter, except 
when the Government was operating the coal mines. 

Mr. Expernarter. In other words, the Guffey Coal Act was quite 
a help both to the coal miner and to the operators ? 

Mr. Kennepy. Of tremendous help. 

Mr. Esernartrer. That was assistance by the Government. Now, 
the Eberharter bill, to which you referred, has as its purpose the 
assistance to the coal industry over some rough spots which are just 
ahead of it. 

Would you not admit that? 

Mr. Kennepy. I would say this, Congressman Eberharter, that I 
think we would have a hard time proving a case under your bill. 
That is why I say I think your unemployment compensation increases 
should be made general as affecting unemployment because it is going 
to be pretty hard to prove a case under your bill in my judgment for 
the coal industry. , 

Mr. Esernarter. Whether or not it is hard to prove a case, it cer- 
tainly is a step in the right direction to increase the amount of unem- 
ployment compensation and duration of the payments and that would 
be a good principle. You will agree with that! 
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Mr. Kennepy. I will agree with you if we could get under your 
bill, but I don’t know how we could, if it is going to be affected by 
international trade. 

Mr. Esernarter. I think everybody will admit, Mr. Kennedy, that 
some industries in the United States are affected adversely, some more 
so than others, by imports. 

Mr. Kennepy. That is true. 

Mr. Exernarter. And this is one remedy that you think should not 
be pursued ? 

Mr. Kennepy. I do not say you should not pursue it, but I doubt 
that, speaking for the mine workers, the coal industry, that we could 
get under it. 

Therefore, my suggestion is that it should be made general as affect- 
ing all the unemployed, then you would be sure to get us under. 

Mr. Eseruarter. You would just make it a broader proposition 
than what I propose? 

Mr. Kennepy. Exactly. 

Mr. Esernarrer. Thank you. 

Now, just to digress a little bit—perhaps it is not even a digression— 
are you familiar with the recent action taken by this administration 
in closing the operation at Rifle, Colo., which was pursuing some 
experiments in order to find more use for coal? Do you happen to be 
familiar with that? 

Mr. Kennepy. Yes, I do, Congressman. 

Mr. Esernarter. Will that not have in the long run a very adverse 
effect on coal production? 

Mr. Kennepy. It certainly will. I think it was the oil industry 
that brought about the shutting down of those plants. 

Mr. Esernarter. Have the coal operators or the United Mine 
Workers organization made any protest ? 

Mr. Kennepy. We certainly did. We protested vigorously. 

Mr. Exseruarter. To the closing down of experiments conducted 
with the assistance of the Government in order to find new uses for 
coal ? 

Mr. Kennepy. That is right. 

Mr. Esernarter. You did protest? 

Mr. Kennepy. Very vigorously down in the Interior Department 
which had charge of the affairs through the Bureau of Mines. 

Mr. Esernarter. Thank you very much, Mr. Kennedy. 

The Cuarrman. Mr. Jenkins of Ohio will inquire. 

Mr. Jenkins. Mr. Kennedy, I notice on the last page of your state- 
ment the other industries related to coal are also affected, such as 
steel, lumber, railroads, and so forth. 

Now, you are representing a great organization in the country, 
because ft represents all of the mining industry, mining employees, 
and so forth. 

Now, I want to know whether your statement here meets with the 
approval of practically everybody connected with the miners union! 

fr. Kennepy. It does, with the United Mine Workers. 

Mr. Jenxrns. Of course, you speak for them. 

Mr. Kennepy. That is mght. 

Mr. Jenkins. Let me ask you a little personal question. No doubt 
Mr. John L. Lewis is very familiar with the position you take. 
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es. 

Mr. Jenkins. Of course, I would be glad if he would come up and 
see me, for he knows the coal business the every detail. 

Mr. Kennepy. I think he has some hearings on in the morning with 
the Labor Department, and he is getting ready for those hearings and 
could not possibly make it. 

Mr. Jenkins. Now, again, as indicated here, you represent the 
United Mine Workers’ Union all over the Nation? 

Mr. Kennepy. That is correct. 

Mr. Jenxrns. That takes my district in rather completely? 

Mr. Kennepy. That is correct. 

Mr. Jenxins. Although there are quite a number of mines in my 
section, and I expect all over the country that are not unionized yet. 

Mr. Kennepy. They are mostly strip mines. 

Mr. JENKINS. Now, those strip mines, especially in my part of the 
country, sell practically all their production to some of the big organi- 
zations, the railroads, to the electric people, or some other concern. 

Mr. Kennepy. Mostly utilities. 

Mr. Jenxrns. The strip mines themselves are in a kind of precari- 
ous business, and they are not usually great companies; generally they 
are small organizations. They are busy and employ a lot of people. 

Mr. Kennepy. That is right. 

Mr. Jenxrtns. They give employment to a lot of people who are 
not miners. They have teamsters who come to scrape, pull, and fill in 
that you don’t ordinarily have in an ordinary shaft mine or slope 
mine. 

Mr. Kennepy. Mostly road workers or people engaged on the high- 
way construction come in. 

Mr. Jenxins. They will suffer just like any other coal producers 
in the country as against the importation of any material that takes 
the place of burning coal ? 

r. Kennepy. That is right. 

The Cuarrman. Mr. Mills, of Arkansas, will inquire. 

Mr. Miizs. Mr. Kennedy, Mr. Jenkins has mentioned strip mining. 
How extensive is strip mining in the coal industry as related to the 
overall production of industry ? 

Mr. Kennepy. I would say probably around 10 percent. 

Mr. Mitts. You mean strip mining only produces about 10 percent 
of the total amount of coal ? 

Mr. Kennepy. Yes; that is about it. I judge that from Pennsyl- 
vania. It may be more in other States, but on the average I would 
say about 10 percent. 

Mr. Mus. I had always understood that there was more of our 
coal production originating from strip mining than just 10 percent. 
But regardless of that, if it is just 10 percent, does that displace to 
any great extent coal miners who operate in the mine? 

Mr. Kennepy. Only to the extent that the production per man per 
day is larger in the strip mine than it is in an underground vabsttely 
cause they use steam shovels outside and they don’t use steam shovels 
underground. 

Mr. Miits. My point is that they do not use coal miners, as Mr. 
Jenkins has pointed out, in the production of coal from strip mining. 

Mr. Kennepy. Not as a rule. 
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Mr. Mus. If we did not strip mine would that mean much more 
employment of coal miners? 

Mr. Kennepy. It would to the extent of what production you are 
getting out of the strips; yes. 

Mr. Mitts. But you do not think it represents much of a problem ? 

Mr. Kennepy. On the average it is about 10 percent. Of course, 
many of the large stripping operators in the country are using an 
operator. This nonunion uction comes from the smaller strip 
operations that are handled by contractors from highways and one 
thing or another. 

Mr. Mrs. What I am trying to get at, Mr. Kennedy, is this: You 
know the business and I do not, and you have been in it a long time. 
Has the advent of strip nang in the coal business contributed to the 
unemployment of coal miners? 

Mr. Kennepy. Certainly it has. 

Mr. Mutts. That is all, Mr. Chairman. 

The Cuarrman. Mr. Baker, of Tennessee, will inquire. 

Mr. Baxer. Mr. Kennedy, referring particularly to this residual 
fuel-oil proposition, do you know whether or not any of this residual 
fuel oil is utilized in Venezuela? 

Mr. Kennepy. I do not, Congressman Baker. I do not know 
whether they use it, or not. My understanding is that they do not. 

Mr. Baxer. It is true, is it not, that it takes a large plant and one 
with heavy burners to actually ignite this asphaltic substance? 

Mr. Kennepy. That is correct. 

Mr. Baxer. And that what we refer to as residual fuel oil being 
the residue after gasoline is taken out is not used to heat homes or 
dwellings? 

Mr. Kennepy. No; mostly for heavy industrial purposes. 

Mr. Baxer. And mostly plants like the ones that generate elec- 
tricity, utilities? 

Mr. Kennepy. That is right. 

Mr. Baxer. And figures have been developed here by Mr. Pickett 
and perhaps others, showing that over the past 7 or 8 years the im- 
portation of this product has gone up tremendously to the point now 
where it displaces about 32 or 33 million tons of coal a year. 

Mr. Kennepy. That is correct. 

Mr. Baxer. And it has been a steady process, has it not, Mr. Ken- 
nedy, year by year? 

Mr. Kennepy. It has been steady and going up all along. 

Mr. Baxer. I believe you said a while ago, and you are the first 
witness that I have heard say that, that you remember when the price 
of this waste product, for that is what it is, got down as low as 244 
cents a gallon. 

Mr. Kennepy. That is correct. 

Mr. Baxer. Which would be around $1.20 a barrel? 

Mr. Kennepy. Yes; I think it went down to $1.10 a barrel. 

Mr. Baxer. Is it not true that there is not set price for it, they just 
get whatever they can get? 

Mr. Kennepy. That is correct. 

Mr. Baxer. And also undersell coal? 

Mr. Kennepy. That is correct. 

Mr. Baxer. Then is there any other answer to this ever increasing 
problem of displacing coal than quotas? 
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Mr. Kennepy. I think quotas is the answer, because you cannot get 
at it with a tax. 

Mr. Baxer. That is my point. Will you enlarge on that? 

Mr. Kennepy. I remember this: Congress put a tax on the imports 
of coal a number of years ago. I think Congressman Eberharter 
remembers. I think it was Congressman Boland’s bill. They put 
a tax of $3 a ton on the importation of foreign coal and that bill 
passed. When the State Department was through with it, the only 
country that the tax lay against was Russia. 

The State Department ruled that the favorite nation clauses with 
other countries ruled them out of the tax. 

So you can never get at it with a tax bill in my judgment. 

Mr. Baxer. Of course, tariff means nothing, either up or down, as 
far as this product is concerned. 

Mr. Kennepy. That is right. 

Mr. Baxer. Now, I have this suggestion. Let us see if you agree 
with it: 

As a quota system we have just arrived at the conclusion that that 
is the only effective way to control it and if it goes on and on, one 
witness said it might drive all coal out, say one hundred miles inland 
from the coast, certainly we will say from Norfolk north up to the 
Atlantic. 

Do you envisage that possibility also, Mr. Kennedy ? 

Mr. Kennepy. It is possible. If it is possible to take in 135 million 
barrels a day, and increase that over a 3- or 4-year period, it is possible 
to double that within the next 2 years. 

Mr. Baxer. Then it is not any long-range possibility; you can see 
that within the near future? 

Mr. Kennepy. That is right. 

Mr. Baxer. Now, I have this other thought that I am not sure is 
getting across to everybody, that this residual fuel oil is essentially 
a waste product, that is, would not be used in Venezuela or otherwise, 
there would be no sale for it. 

Therefore, isn’t this residual oil matter unique in a class by itself 
so far as quota is concerned ? 

Do you know any other commodity standing in that status? 

Mr. Kennepy. I donot, I have never gone into the subject. I know 
that there are quota systems in Europe and in certain South Ameri- 
can countries they have import license requirements and everything 
else. 

But I do not know of any other country with respect to residual 
oil or any other commodity having this situation. 

Mr. Baker. That is what I mean, any other commodity that would 
be classed as useless. 

Mr. Kennepy. That is correct. 

Mr. Baxer. I know you have traveled in Europe a good deal and 
have been on various commissions in Europe and very recently, have 
you not ? 

Mr. Kennepy. That is true. 

Mr. Baker. What is the policy of West Germany as far as coal is 
concerned? Do they have quotas, 10 percent, 20 percent, 50 percent ; 
how is that handled? 

Mr. Kennepy. We could put our bituminous coal from the United 
States in Hamburg, Germany, cheaper than they can sell coal mined 
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in the Ruhr, but we cannot get it in because the Federal Republic of 
West Germany requires an import license. 

I was in Dusenberg 2 years ago. A friend of mine, an American 
delegate, a coal operator, took it up with the State Department rep- 
resentatives as to how he could get an import license. They said 
forget about it, “You cannot get it.” 

Mr. Baxer. In other words, there is a one hundred percent quota? 

Mr. Kennepy. Correct. 

Mr. Baxer. And if they need any coal beyond their productivity, 
or 100 percent, why, we could, I suppose, sell some coal ? 

Mr. Kennepy. They have a surplus in Western Germany of coal. 

Mr. Baxer. Now, what is your knowledge or experience as to any 
other country in respect to coal ? 

Mr. Kennepy. Practically all the other countries in Europe import 
coal and most of those imports are coming from Poland. 

Mr. Baxer. They have substantial coal in Poland? 

Mr. Kennepy. They are able to export about 25 million tons a year 
and there is no reason under God’s earth why we should not be export- 
ing 25 or 30 millions tons of coal to Europe to take the place of that 
Polish coal. 
> There is no reason under the sun. If we had any brains we would 

oO it. 

Mr. Baxer. I was impressed with your statement on page 7 showing 
the comparative wage scales in Italy, Germany, France, England, and 
the United States in the chemical industry, ranging from 29 cents an 
hour in Italy ; 53 in England, $1.98 in the United States. 

Is that fairly well commensurate with coal, also, or about the same 
proportion ? 

Mr. Kennepy. About the same ratio. In Great Britain the highest 
wage in the mining industry and in the mines over on the Continent 
in , ovat and Belgium, and western Germany, are about the same. 

I would say roughly not more than $100 a month. 

Mr. Baxer. What would you say about the fairness, in reciprocal 
trade agreements, of taking into account the ratio or the difference 
in labor cost or wage rates in a foreign country with which a reciprocal 
trade agreement is made by the United States? 

Mr. Kennepy. I think they should be taken into consideration, but 
there is another factor in it. Low wages do not necessarily mean 
low costs. 

Mr. Baxer. That is right. 

Mr. Kennepy. Because it costs more to mine coal in Great Britain 
at $6 a day than it does to mine coal here in the United States at $18 
a day. 

Mr. Baxer. I have another question from the standpoint of national 
defense. Roughly I believe the figures are that at the end of World 
War IT the coal industry in this country was called on to produce 
something between six and seven hundred million tons of coal a year; 
is that right? 

Mr. Kennepy. I think during the war we worked 7 days a week in 
most of the industry and we produced, between the anthracite and the 
bituminous, over 700 million tons a year. 

Mr. Baxer. And that was necessary, was it not, Mr. Kennedy, to 
conduct the war, to carry on the American war machine and all the 
elements of it? 





TRADE AGREEMENTS EXTENSION 1535 


Mr. Kennepy. Yes; in addition, shipping about 50 million tons to 
Europe to our Allies. 

Mr. Baxer. That is, we sent 50 million tons of coal in addition to 
that to our Allies? 

Mr. Kennepy. That is correct. 

Mr. Baxer. It is down now to what, 350 or 360 million tons? 

Mr. Kennepy. The figures are not available for 1954 as yet, but it 
will be around that, 360 million tons or 370 million tons. 

Mr. Baxer. If war should start, and certainly we do not want it to, 
would it not mean that the coal industry would be called on, employees 
and employers, to double the present output of coal ? 

Mr. Kennepy. More than double it. 

Mr. Baxer. If this method of putting mines out of business com- 
pletely, throwing thousands of coal miners out of employment, con- 
tinues much longer, would it be possible to answer that call? 

Mr. Kennepy. It would not. 

Mr. Baxer. How long would it take to double the production ? 

Mr. Kennepy. It would take at least from 8 to 10 months. 

Mr. Baxer. As conditions exist now ? 

Mr. Kennepy. That is right. 

Mr. Baxer. And if they grow progressively worse each year, of 
course, that would continue with more mines out? 

Mr. Kennepy. That is right. 

The Cuarrman. Mr. Byrnes of Wisconsin, will inquire. 

Mr. Byrnes. Mr. Kennedy, I am interested in our statement with 
respect to the purchase by some of the European countries of Polish 
coal. Do they sell it cheaper than we can land it in those countries? 

Mr. Kennepy. I do not know; it is pretty hard to get the price 
situation from Poland or even a production figure. at has hap- 
pened in Poland is that, of course, this coal is coming from the former 
German Silesian coal fields which were awarded to Poland during the 
war settlement, and, of course, Russia is now in control. 

Under lend-lease Russia got a lot of mining machinery from us in 
the United States and a lot of that mining machinery for handling 
and loading of coal was diverted to Poland and is now in use in the 
Silesian coal fields. 

A lot of it was sent to Czechoslovakia. They are able to produce 
coal as a result of that machinery cheaper than they can in some of 
the other countries in Europe. 

Now, I understand that their price was about $22 a ton, delivered 
in some of the countries on the Eontinent, that is, Polish coal. But 
here you run into a situation. 

Take Sweden. During the war they were trading Polish coal for 
iron ores in Sweden. I do not know what kind of trade or barter 
vo they might have, but I think we can send our coal over there 
cheaper than Poland can and send coal to the Continent. 

Mr. Byrnzs. If they can buy American coal cheaper than Polish 
coal, I was wondering why they are not buying it here if, as you say, 
they are using American dollars in their transaction. I can see why 
if they did not have American dollars they would use some other 
currency to buy from Poland. 

Mr. Rhine, I am afraid that your ocean freight rates and your 
insurance that is really handled by Lloyds of England controls the 
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delivery price against the American coal, in my judgment. That is 
why Mr. Lewis about 2 years ago or 3 years ago suggested that the 
miners and operators get together and organize a company to export 
coal to Europe and we would carry our own insurance. 

If the Government would give us the ships which they now have 
in mothballs, we would take care of the transportation and the insur- 
ance and we could put coal even in Korea and into Japan and into 
Europe cheaper than coal from any other part of the world. 

Well, the President at that time seemed to be in favor of such a 
plan. Irefer to President Truman. But once again when the State 
Department was through with it, why, they claimed England would 
not like it. 

So what are you going to do? 

The Cuarrman. Are there any further questions? 

We thank you, Mr. Kennedy, for your appearance and the infor- 
mation given the committee. 

Mr. Kennepy. Thank you. 

The Cuarrman. The Chair is advised that Mr. R. 8S. Hecht is 
present and cannot be here at any other time and has to catch a train. 

At the request of our good friend and distinguished colleague, Mr. 
Boggs, of Louisiana, we will hear you at this time, without objection. 

Mr. Hecnt. Thank you, Mr. Chairman. Shall I proceed imme- 
diately to the statement? . 

The Cuarrman. Go right ahead, please, sir. 


STATEMENT OF R. S. HECHT, CHAIRMAN OF THE BOARD OF 
THE MISSISSIPPI SHIPPING CO. OF NEW ORLEANS, CHAIRMAN OF 
THE BOARD OF INTERNATIONAL HOUSE, AND CHAIRMAN OF 
THE EXECUTIVE COMMITTEE OF THE INTERNATIONAL TRADE 
MART OF NEW ORLEANS 


Mr. Hecut. My name is R. §S. Hecht. I am chairman of the 
board of the Mississippi Shipping Co. of New Orleans, and chairman 
of the board of International House. 

I am appearing in my dual capacity. I am also chairman of the 
executive committee of the International Trade Mart of New Orleans. 

The CHarrMan. We will be very glad to hear from you, Mr. Hecht. 
You may proceed with your prepared statement, without interrup- 
tion. 

Mr. Hecur. International House, of which I have been chairman 
of the board for nearly 10 years, is a businessmen’s organization of 
about 2,300 members throughout the midcontinental area of the United 
States, extending from the gulf to Canada, and Florida to Texas. 

A nonprofit organization, we serve as a connecting link between 
thousands of business firms in the Mississippi Valley and the gulf 
ports and the rest of the world. 

Our clearinghouse on international trade has created a great many 
international business contacts and we have assisted a considerable 
number of American companies in establishing an export trade for 
American products. 

In the short 10 years of our existence we have seen a tremendous 
increase in the international trade of this area, and we are quite 
naturally concerned with the future course of our foreign trade. 
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I think I can fairly say that today International House is repre- 
sentative of a wide cross-section of business opinion in the heartland 
of America. And International House wishes to record its strong 
support of H. R. 1, a bill to extend the authority of the President 
to enter into trade agreements with other countries and to expand 
his power to negotiate effective trade arrangements in the free world. 

I cannot emphasize too greatly the importance to the Nation of our 
international trade agreements program. It stands out clearly. It 
is to be found in three aspects of our national life; our security, our 
economic health, and our democratic system of competitive enterprise. 

Let’s look at security. 

It is well recognized that the safety of our people in this modern 
world is bound up with the safety of our neighbors and partners. 
Within this generation the horizon of our defense has had to lift 
beyond the territorial boundaries of the United States. By force of 
circumstances it now extends to the edges of the free world civilization 
where it borders on that of a hostile communism. 

The defensive strength of this free world civilization of ours is no 
greater than the economic pillars that support it. The inability of 
France to resist Communist aggression in Indochina; the contraction 
of British military power in the Mediterranean which led to our own 
program of aid to Greece and Turkey ; the dangerous neutralism which 
has sprung up on some of the undeveloped areas of Asia, all have their 
roots in economic weakness. 

With extensive help from us in the form of financial assistance 
after the war, many of our allies have regained their feet economically. 
They are ready to earn their own way. But they stand on unsteady 
legs. To become entirely well they need more trade. And they need 
more trade with us. 

It is no good to say let them trade among themselves. This they 
do and will do. 

But it is our economy that lies at the heart of the free world economic 
system. Literally, in order to live, our allies must have our wheat 
and cotton, our machine tools and capital goods. To get these goods 
they must pay us. The only way they can pay is to export goods to 
us In return. 

H. R. 1 serves the national security interests of this country because 
it encourages this two-way trade, lending economic strength to the 
areas vital to our defenses. 

Fortunately, what is good for our allies is also good for us. Amer- 
ica is strong, but it is not so strong that we can afford to lose the 
benefits of international trade. 

In fact, because of the great burdens which our economy must carry 
through this perilous stretch of history we must use our economic 
resources to the best advantage we can. This we do when we sell 
abroad those things we make most efficiently and receive from others 
in payment the products which they are best able to produce. Inter- 
national trade, in short, is an economizing force. We need to make 
more use of it. 

But it is more than this. Today the industrial machine of the 
United States is so geared that its continued operation is dependent on 
international trade. 

And not only on the present level of trade, but on its future ex- 
pansion. 


57600—55—pt. 212 
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More and more of our factories are having to draw on raw materials 
and other goods from foreign sources to keep them in healthy opera- 
tion and satisfy the wants of our people. 

Also, large and critically important segments of our economy must 
look to the export market for present sustenance and future growth. 
United States exports in the most recent marketing year, 1953-54, ac- 
counted for 45 percent of the United States rice crop, 25.8 percent 
of the tobacco crop, 24 percent of the cotton crop, 21 percent of the 
soybean crop, 18.6 percent of the wheat crop, 18 percent of the lard 
production. 

In 1952 United States exports accounted for 32 percent of the total 
United States production of construction and mining machinery. 

To some of our people in the interior, international trade seems 
remote, and appears to have little to do with their day-to-day business 
of making a living. But the effect of high tariff and restrictions on 
international trade is as real as the income tax. 

In 1953 the national income from contract construction in the 
United States was valued at $15 billion. No one questions the import- 
ance of this industry and the contribution which it has made to the 
maintenance of employment and purchasing power. 

Yet our international trade in 1953 amounted to 26 billion, of 
which $10 billion consisted of imports, $15 billion of exports. 

It takes no great perception to see the bearing of the trade agree- 
ments program on all this. The Reciprocal Trade Agreements Act, 
by ijoderaiing the many impediments to international trade imposed 
by the United States and foreign governments, provides the means 
whereby our industries and consumers can gain easier access to less 
expensive sources of supply and offers our agricultural and manufac- 
turing industries a wider market for their output. 

The important part of the act, therefore, lies in the word “recipro- 
cal.” Opponents of legislation have, in the past, fought the program 
because the lowering of the United States tariff barriers would harm 
a American industries. They conveniently forget to mention 
that in every case where the United States has taken such action, 


the other pees to the agreement has taken steps either by ome 


customs, eliminating quotas, or by other means so that Uni 
States products can enter the foreign country in greater volume. We 
have seen the success of this two-way exchange of goods in the day-to- 
day activities of International House. The Reci rocal Trade Agree- 
ments Act has in my judgment been the bridge which has enabled the 
traffic to flow so freely. 

H. R. 1 is, in the President’s words— 

a gradual, selective and reciprocal means of achieving continued prosperity in 
our own country and in the free countries of the world. 

The spokesmen of many particular industries will undoubtedly 
appear before this committee, as they have in the past, to urge defeat 
of this bill and probably propose additional measures of protection 
for the interests they represent. 

The protected industries which have benefited from Government 
tariff help in the past are entitled to care and moderation at the hands 
of the Government when it becomes necessary in the national interest 
to reduce the scope of this help. 
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This H. R. 1 provides. The bill would do no more than authorize 
the reduction of tariffs from their existing levels by 5 percent per year 
during each 3 years. The peril-point procedures woul be kept. The 
escape-clause provision would be kept. In short, every safeguard to 
prevent the sudden or drastic withdrawal of tariff protection which 
might result in serious injury to a domestic industry would be kept. 

More than this, the minority of protected industries cannot rea- 
sonably ask the rest of the country to accept. For most of our people 
the tariff is a cost to the consumer, to the export industries, to the 
transportation and service groups, to the many small concerns who 
may not engage in foreign trade themselves, but have a stake in our 
economic growth. 

I have spoken of the benefits of enacting H. R. 1. Something needs 
to be said on the negative side—on the results or failure to enact it. 

Through the trade agreements program our Government has been 
able to take up the reins of international leadership. Many foreign 
tte are now associated with us in this joint enterprise. We 

ave been able, to a great extent, to replace the old pattern of economic 
nationalism with a new pattern of economic cooperation. 

The power to exercise this leadership takes its life from the legisla- 
tion now before this committee. If this legislation should fail to be 
renewed, in an effective form, there is little doubt that this cooperative 
movement would fall apart, perhaps gradually, but no less certainly. 

The nations of the free world would be driven more and more to 
live within themselves, and this would mean weaker economics and 
lower standards of living. It would not be a matter of choice for 
them, but of necessity. 

Many of us who are old enough to remember have seen this happen 
before. To let it happen again would be, to say the least, Guenteigtted. 
To prevent it from happening, the passage of H. R. 1 is essential. 

. R. 1 comes before the Congress at a time when the free world 
is on the verge of taking great strides forward. Many foreign na- 
tions—-especially in Western Europe—have, through our aid and 
their own efforts, arrived at the point where they can begin to trade 
more freely and to open up more markets for American goods. 

The convertibility of currencies and removal of trade restrictions 
is being given increasingly serious consideration in the United King- 
dom and the rest of the sterling area, and on the European Continent. 

What is holding them back? The most important deterrent to 
action is the doubt that has been raised abroad as to the future course 
of American trade policy. They want to be sure—they have to be 
sure—that the United States will continue to move in the direction of 
liberalizing trade, that the United States will not draw back again, 
as it did Sutore, into the deceptively comfortable and desperately 
dangerous turtle shell of economic seolation. 

e often hear that the solution to our international economic prob- 
lems lies in a great increase in private American investment abroad. 
This is a subject of deep interest to us at International House. We 
know that a vast increase in the flow of American investment, espe- 
cially to the swiftly growing countries of Latin America, is needed 
for their future growth as well as ours. 

International House, in cooperation with others, has agreed to spon- 
sor a joint Latin America-United States Investment Conference to 
be held at New Orleans, beginning in February of this year. 
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But greater investment abroad requires greater freedom of trade. 
We must not be mistaken about that. Investment is not a substitute 
for trade. It is not a matter of “either or.” It is a matter of both. 
wee must not only make a profit, they must be able to bring it 

ome. 

This means convertibility of currencies and removal of trade bar- 
riers. The trade agreements program and a sound program of inter- 
national investment complement one another. 

Last year I had the unusual opportunity of visiting the Soviet 
Union—of studying, as well as an outsider can, the land in which the 
strange ideology of communism has sunk its deepest roots. The 
Communist treat to us is much more than military; it is a challenge 
to our civilization and to the economic system which sustains it. 

We must have the world understand that ours, not the Communists’, 
is the truly sound world philosophy. It is our free society, not their 
closed system which releases the dynamic forces of human growth 
and development. This is obvious to us. It is not so obvious to 
hundreds of millions who live in other countries, still democratic, who 
will some day make up their minds whether the Communist way or 
our way offers them the best chance to improve their lot. 

The question is: Will we let the free society really work? Will 
we let the principle of competitive enterrpise, which is vital to the 
free society, apply internationally as well as within our own borders? 

If we will, we cannot take the path of continued trade restriction 
which is offered to us by the opponents of this bill. 

It is up to the Congress to take the moderate, minimal step of en- 
acting H. R. 1, not only to maintain our own economic strength 
through expanding trade, but to keep our friends in the free world 
economically strong and linked with us in the titantic struggle for 
a free civilization. 

Mr. Mits presiding). Does that complete your statement ? 

Mr. Hecurt. Yes. 

Mr. Mus. We thank you for your appearance and the information 
given the committee. 

Mr. Hecut. Thank you, Mr. Chairman. 

Mr. Mitts. The next witness is Mr. Walter K. Scherer. 

Mr. Mason. Mr. Chairman, I want to say this before Mr. Scherer 
begins his testimony, that he is a friend of mine and has been a 
supporter of mine, mind you, for 24 years, 6 years in the Senate of 
Illinois and 18 years outside. That is a remarkable thing. 


STATEMENT OF WALTER K. SCHERER, PRESIDENT OF FRED 
SCHERER, INC., OTTAWA, ILL., AND PRESIDENT OF THE AMERI- 
CAN RETAIL COAL ASSOCIATION 


Mr. Scuerer. My name is Walter K. Scherer. I am president of 
Fred Scherer, Inc., of Ottawa, IIl., a retail coal firm, and president 
of the American Retail Coal Association with headquarters in Chicago, 
Ill., which is a federation of 55 local, State, and regional associations 
representing retail coal dealers throughout the 26 coal-producing 
States of this country. 

Our members market coal to many millions of small consumers 
for home heating and supply small industrial and commercial plants 
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in carload and truckload deliveries from stocks we maintain in our 
yards to service their needs. 

Among our customers are householders, apartment operators, 
schools, and other public buildings of our communities which purchase 
coal for their heating and steam requirements. 

Our markets demand, for the most part, the highest quality coals 
available from each producing district and we are, therefore, affected 
by the unlimited importation of foreign residual oil through its 
direct relationship with our cost of fuel and the supply of the special 
sizes we must have to satisfy our customers. 

My testimony will be confined entirely to the effect of foreign 
residal oil importation upon our members and their customers. 

It is important to note that our retail coal purchases are not made 
from all producers of coal and they never have been. For the pur- 
pose of meeting the needs of our domestic and commercial customers, 
the small consumer, retailers have traditionally purchased bituminous 
coal that requires cleaning, sizing and preparation not demanded or 
needed to such a great extent by the other customers of the producing 
industry, such as railroads, utilities, and industries. 

The producers of coal supplying the greater part of the retail coal 
industry’s needs are concentrated in districts having coal of better 
inherent quality. For example, what we refer to as district 7 and 8 
coals, mined in West Virginia and eastern Kentucky, are purchased 
in large quantities and such quality coals are shipped into every State 
east of the Mississippi River. In order to illustrate what has hap- 
pened to our industry, I shall refer specifically in this statement to 
one producing district, No. 7, from which most of the low volatile 
bituminous coal originates. 

There are a number of metropolitan areas where bituminous coal 
is used in hand-fired equipment where it is required by air pollution 
ordinances that low volatile coals be used in all such equipment. 

In such communities both the retailer and the consumer have the 
responsibility of seeing to it that only such coals are used. It should 
be remembered that it is the people of modest financial circumstances 
who have been unable to switch to stoker-fired operation or to the 
substitute fuels, gas and oil, who have the most direct interest in the 
availability and the cost of a product which they are by law required 
to use. 

If there is to be adequate production of household grades of these 
quality coals there must be a market for the slack or fine coal, which 
in District No. 7 runs from 50 percent or better of the total output 
of such mines. 

A very substantial amount of this fine coal in the past has moved 
to the eastern seaboard and to New England markets for use by 
industries and public utilities. The loss of these markets to foreign 
residual oil has created a situation where low volatile producers for 
lack of an adequate fine coal market have had to curtail mining opera- 
tions. This has actually resulted in the abnormal situation of short- 
ages of the prepared sizes of screened low volatile coal despite the 
fact that in the industry as a whole there is widespread overproduction. 

The mere fact that there is a strong demand for the prepared sizes 
of coal of this type from retail markets does not make it possible for 
mines producing this type of coal to operate unless there is also a 
market for their fine out 
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On June 7, 1950, we submitted a statement to a Senate subcommittee 
on labor and public welfare in behalf of the retail industry when 
Congress was originally considering legislation to restrict or tax 
importation of residual oil, at which time we said, and I quote: 

It is clear to us the loss of eastern slack markets will result in increased 
costs for the better grades of prepared sizes of the coal which must be pur- 
chased by the retailer for his household and commercial customers and, strangely 
enough, will actually result in the anomalous situation of a shortage of retail 
coal in the midst of general overproduction in the bituminous industry as a 
whole. 

Again on May 12, 1953, in an appearance before the House Ways 
and liters Committee, we ronda the following table taken from 
figures contained in an Office of Price Stabilization Summary of 
Bituminous Coal Mine Data filed under Ceiling Price Regulation 
No. 3: 


Realization by size groups—District 7 coals 


July 1948 to July 1949 
Latest reported period December of 1952 
Amount of increase or decrease during period (cents) - 


The gist of that, if I can deviate, is the fact that lump and egg coal 
increased approximately 69 cents, nut, stove, and stoker went up 49 
cents and domestic mine run went up 8 cents, where, on the other hand, 
the slack coal, which is rather hard to move today, was forced into a 
market which is 48 cents a ton less than it was during the period 1952, 
as compared to the period 1948-49. 

This indicates the price spread between the type of coal suitable for 
domestic use and the fine sizes used in large commercial plants. To 
us, the foregoing is conclusive evidence that the producers of low 
volatile coal have been constantly forced to get the maximum possible 
realization from retail size groups in order to offset the decreases in 
the industrial size group. 

We believe that the price spread is even greater at this time than 
when this report was made in May of 1953. 

As a result the small householder throughout our territory is being 
penalized in order to provide cheap fuel to a relatively few large in- 
dustrial consumers on the eastern-seaboard. 

Despite the lowered realization of prices on fine coals these eastern 
markets have been lost to residual oil and to the maximum possible 
extent these producers have been required to look elsewhere for fine 
coal markets, thus bringing them into competition with fine coal from 
other producing districts in middle-western markets to a greater de- 
gree than is normal and the effect upon these middle-western fine coal 
markets has been to depress still further the prices of fine coals from 
all districts. 

During the period from December 1952 up to the present time, the 
trend has been exactly the same and the spread in prices is even more 
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pronounced now than it was in that period. While no exact table of 
comparison is available, since the Office of Price Stabilization has gone 
out of existence, a check with shippers of low volatile coal discloses 
that the price differential trend is still the same. 

We retail coal merchants are firmly convinced that some restriction 
should be placed on the amount of foreign residual oil imported to this 
country as it threatens the existence of one of the most basic industries, 
without which our national economy cannot remain strong. 

Our membership is willing to compete on an even basis with other 
domestic energy facilities of the Nation, but cannot do so when such 
programs as presently exist permit unlimited amounts of oil to be 
dumped on our market at any price it can secure. 

We urge your support of the amendment to H. R. 1, reciprocal trade 
bill, to place quantitative limitation on residual fuel oil imports. 

Mr. Mitxs. Does that complete your statement ? 

Mr. Scuerer. Yes, sir. 

Mr. Mitts. We appreciate your appearance and the information 
given the committee. ; 

Mr. Reed, of New York, will inquire. 

Mr. Reep. I would like to compliment Mr. Scherer on a fine pres- 
entation. 

Mr. Scuerer. Thank you very much, Mr. Reed. 

Mr. Mirts. The next witness is L. Newton Thomas. 

Mr. Pickett. With the permission of the chairman earlier in the 
day, I inserted Mr. Thomas’ statement in the record. 

r. Muxs. Thank you, Mr. Pickett. 

The next witness is Mr. Frank W. Earnest, Jr. 

Will you please come forward and give your name and address and 
capacity in which you appear for the benefit of the record ? 


STATEMENT OF FRANK W. EARNEST, JR., PRESIDENT, ANTHRACITE 
INSTITUTE, WILKES-BARRE, PA. 


Mr. Earnest. Mr. Chairman, and gentlemen of the committee, my 
name is Frank W. Earnest, Jr. I am a resident of Wilkes-Barre, Pa., 
and president of Anthracite Institute, an organization representin 
companies producing two-thirds of the total anthracite or hard coal. 

Now, because your committee has been very patient and, naturally, 
anyone this late in the program would be repeating a lot of what has 
been said, I am going to try to ad lib a little in the interest of your 
time with the hope that perhaps you might have an occasion to ask 
about the anthracite industry, because we, too, feel that we are justly 
damaged by the importation of foreign oil. 

There are a couple of spots in here that I will take the time to read, 
but I am highspotting the statement, again in the interest of your 
time. 

Mr. Miuus. Mr. Earnest, your full statement will apepar in the 
record without objection. 

Mr. Earnest. Yes, sir. 

My first question is: Why doesn’t the coal industry solve its own 
poublenad’ 

I think there has been enough said today that answers that ques- 
tion, that the industry is trying in every way it can through research 
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and other ways to solve its own problems. But, as I say here, if the 
coal industry had to compete only with domestic petroleum that would 
be difficult enough, but the additions of unrestricted amounts of 
imported oil bring into play economic forces against which neither 
the coal industry nor any other industry in similar circumstances 
could hope to contend. 

I am not going to take the time to say who is hurt by foreign-oil 
imports. 

They are, of course, the coal industry, railroads, the Nation’s inde- 
pendent oil producers, the individual States and the country as a 
whole, whose economies are being adversely affected because of the 
injury done to the three basic industries mentioned above. 

Who gains from the imports of foreign oil is brought out very 
clearly; that is chiefly the oil companies that are importing the oil. 

The next point I raise in my paper is: Does the average citizen 
benefit from the oil imports? 

I think that has been clearly discussed many times at this meeting 
today, that it does not affect the average consumer. It is a very 
negligible cost in powerplants and large industrial users, and the 
type of oil that we are talking about does not affect the homeowner. 

hen, going on as to what free trade means as applied to oil imports, 
as my paper shows, it states what President Roosevelt said when he 
initiated the program. It states what President Eisenhower said in 
1953, and again we believe that we have gone way beyond, that the 
term “free trade” is being interpreted by certain self-seeking interests 
in a stricter sense than even its proponents intended. Again, the coal 
industry is not asking for any special treatment, but only that Con- 
gress give effect to the above-stated policy and afford reasonable 
protection for the basic coal industry which is needlessly suffering 
severe injury because of excessive imports. 

Then, why worry? This is a question I was posing to the com- 
mittee, and this one I want to read. 

Why all the worry about the coal industry? Oil is taking care 
of consumer demands in good shape. Why not let the coal industry 
follow the pattern of the horse and buggy? If it can’t compete, let 
it go out of business. 

Many of the Nation’s energy experts have pointed out that this 
country must rely upon a strong coal industry to assume a greater 
proportion of the Nation’s energy requirements, not only in periods 
of emergency but in normal times as well. 

The coal industry will subscribe to the predictions made by many 
energy experts, that ultimately coal must directly or in synthetic 
form supplant the waning resources of oil and gas. This would seem 
to indicate a splendid long-term future for coal, but what disturbs 
many producers in the coal industry and should disturb every Ameri- 
can citizen, is whether the coal industry can survive the short-term 
period. 

Another question I was posing: 

Why worry about the next emergency? This Nation is resourceful 
enough to find a substitute for coal. 

Our Nation is accustomed to assuming that, because of American 
genius, production miracles can and will be accomplished when neces- 
sary to meet any emergency. However, what the public, and appar- 
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ently many Members of Congress, do not realize is that while these 
miracles are possible in manufacturing enterprises such as automo- 
biles, airplanes, ships, tanks, synthetic rubber, and so forth, by buying 
more raw materials, making additional tools and dies, and adding 
manpower and machinery—all of these production miracles are de- 
pendent finally upon the availability of coal. The public does not 
realize that there is no known miracle process of developing a sub- 
stitute for coal. Stated simply: No coal—no steel. 

The last question: Is there any tangible loss to the anthracite in- 
dustry ? 

I want to say that I subscribed to everything that Mr. Pickett said 
on the overall damage, but we have picked out one case here of serious 
damage to our industry. 

It is the customary practice of representatives of the importing oil 
companies, at these hearings, to minimize the injury done to the 
American coal industry by emphasizing other losses the coal industry 
has suffered. These presentations are carefully and skillfully planned 
and executed and designed to divert attention from the main issue— 
the injury imported oil is doing to the Nation’s coal industry. 

I want to stress that the anthracite industry is being grievously 
injured by the imports of foreign oil. It is true that we have also 
been seriously harmed by domestic competition but that does not 
lessen, in any way, the gravity of the damage done by foreign com- 
petition. The domestic competition is hard enough to bear but.we see 
no reason why, in addition, we should be made a sacrificial offering 
by our own Government on the altar of “free trade.” 

New York City has been for many years the largest city outlet for 
anthracite, with Philadelphia ranking second. Imported oil, there- 
fore, strikes at the very heart of our market, particularly for those 
sizes of anthracite with which residual fuel oil is in direct competition. 
In New York City, the most important size in competition with 
foreign residual oil is No. 1 buckwheat, with 30 percent of the in- 
dustry’s total shipments of that size going to that market. 

In the short space of 6 years to April 1, 1954, the tonnage loss of 
this size of anthracite in New York amounted to 1,588,000 tons, a 
decline of 58 percent. This represents an annual loss in sales value 
at the mines of $15 million and a year’s working time for thousands 
of men. In addition, largely because of this foreign competition the 
industry has on hand unsold inventories of 575,000 tons of No. 1 
buckwheat anthracite, representing a very sizable idle investment. 

A further loss running into millions of dollars has been caused by 
unduly depressed prices for this size of anthracite brought about by 
dump prices for foreign residual oil. 

I would like to say that I do not know of any product in America 
where the price today is lower than it was in the 1946-48 period, but 
that is true of residual oil. 

There is nothing intangible about these losses. This represents 
business we have lost largely because of imported residual oil ship- 
ments to the New York Harbor. If this foreign oil had not been im- 
ported, we would not have lost this business to domestic competition. 
The flooding of our markets, such as New York City, with cheap 
foreign oil has counteracted the law of supply and demand with re- 
gard to the availability and cost of residual oil produced in the United 
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States. Without the availability of foreign oil in the New York 
market, economics would have been in our favor and would have 
prevented the tremendous conversions of No. 1 buckwheat anthracite 
to residual oil. 

The situation that now prevails is such that no amount of prudent 
management, aggressive sales campaigns, nor efficient production 
methods can make it possible for the anthracite industry to compete 
against foreign oil in the New York market. This can best be appre- 
ciated by realizing that even if all the labor cost involved in producing 
anthracite were eliminated, our product still could not compete 
against residual oil, on a cost basis, in the New York market. 

Accordingly, we respectfully petition this committee in the interest 
of the Nation and the coal industry that an amendment placing a 
10-percent quantitative limit on foreign oil imports be included in 
the Trade Agreements Extension Act. 

Mr. Mitts. We thank you for your appearance and the informa- 
tion given the committee. 

Are there any questions? 

We thank you again. 

Mr. Earnest. Thank you. 

(The complete statement is as follows :) 


STATEMENT BY FRANK W. EARNEST, JR., PRESIDENT, ANTHRACITE INSTITUTE, 
WriLkKes-Barre, Pa. 


My name is Frank W. Earnest, Jr. I am a resident of Wilkes-Barre, Pa., and 
president of Anthracite Institute, an organization representing companies pro- 
ducing two-thirds of the total anthracite or hard coal. 

Over 99 percent of the anthracite produced in the Western Hemisphere comes 
from an area of 484 square miles in northeastern Pennsylvania. Furthermore, 
approximately 99 percent of the Nation’s anthracite reserves are located in that 
same small section of Pennsylvania. 

At the average rate of production for the past 2 years, the recoverable 
reserves of Pennsylvania anthracite (assuming 50-percent recovery) are suffi- 
cient for approximately 180 years. 

The anthracite industry respectfully requests that if this committee recom- 
mends an extension of the Trade Agreements Act, it also recommend the inclu- 
sion of an amendment to provide that the total quantity of crude petroleum and 
petroleum products, including residual fuel oil, which may be imported into the 
United States in any calendar quarter of any year shall not exceed 10 percent 
of the domestic demand for crude petroleum and petroleum products, including 
residual fuel oil, for the corresponding calendar quarter of the previous year. 

We make this request because, in our opinion, present unrestricted imports 
of foreign oil are injurious to the Nation’s security and economy and because we 
know they are injurious to the Nation’s anthracite industry. 

I have appeared before this committee on previous occasions to present our 
industry’s position with regard to the unrestricted and unfair imports of residual 
oil. Because some of the statements I made at that time are just as true today as 
they were then, I feel compelled to restate them so that they may be on record in 
these proceedings. 

We submit that this Nation not only does not need to import residual oil but 
also that such imports are actually detrimental to the Nation’s best interests. 
Whereas this country’s economy is unalterably committed to petroleum products 
for mobile energy, it is not committed to liquid fuels for stationary energy re- 
quirements. Where it would be catastrophic for this Nation to be without the 
necessary liquid fuel to propel and lubricate its automobiles, trucks, airplanes, 
and farm tractors, the same absolute dependence on liquid fuels does not apply 
to users of houses and other commercial and industrial buildings. 

This country can be made self-sufficient energy-wise for years by adopting 
a national fuels policy which would include adjusting its petroleum refining 
objectives to those needs which petroleum can best or only supply, at the same 
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time encouraging the use of its plentiful energy resources for those energy needs 
which do not specifically require liquid fuels. 

We submit it is contrary to our Nation's best interests to permit utilities, fac- 
tories, hospitals, and apartment houses to be committed in peacetime to an 
energy source which history shows will not be available when an emergency 
arises. 

If foreign imports of fuel oil are allowed to continue in unrestricted amounts, 
the coal industry, on which the Nation must rely in emergencies, will be seriously 
if not mortally damaged. It will not and cannot be in a position to supply the 
Nation’s increased energy demands in wartime, as it was called upon to do in 
‘World Wars I and II. 

In the hope of clarifying the coal industry’s position on oil imports, I am 
going to pose and attempt to answer several questions that may be in the minds 
of this committee. 

The first question is: 


1. Why doesn’t the coal industry solve its own problems? 


The answer is that in many instances the coal industry is solving its own 
problems but that of imported oil is one which the coal industry is powerless 
to solve for a very basic reason. Imports of foreign oil have destroyed the 
law of supply and demand in connection with the Nation’s fuels. If the coal 
industry had to compete only with domestic petroleum, that would be difficult 
enough, but the additions of unrestricted amounts of imported oil bring into 
play economic forces against which neither the coal industry nor any other 
industry, in similar circumstances, could hope to contend. 


2. Who is hurt by the imports of foreign oil? 


There are four groups which are directly and seriously injured by oil imports. 

(1) The coal industry is being desperately injured by the increasing flood 
of imported oil. It unfairly undersells coal, thus destroying its markets, closing 
its mines, impairing its capital investment, and reducing the opportunity for 
livelihood for thousands of coal miners. 

(2) The railroad industry, with coal its largest source of revenue, is being 
correspondingly injured. 

(3) The Nation’s independent oil producers unable to compete with low-cost 
foreign oil have been forced to curtail their own production and they, the 
independent oil producers, say that if the trend continues, the domestic explora- 
tion and development of new oil fields will be dangerously impaired. 

(4) The individual States, and the country as a whole, whose economies 
are being adversely affected because of the injury done to the three basic indus- 
tries mentioned above. 


8. Who gains from the imports of foreign oil? 


Seven major oil companies are the chief beneficiaries of the imports of 
foreign oil. These companies have extensive investments in foreign oilfields 
and find the Atlantic seaboard the best market in which to dump foreign oil. 

Several foreign countries are also helped. However, I am not impressed with 
the publicity programs of one of the large importing oil companies showinng 
how the development of oil in Venezuela has helped living conditions in that 
country. I cannot help contrasting the happy situation in Venezuela to the un- 
happy situation in this country where tens of thousands of our miners have been 
thrown out of employment, the irreparable injury done to our coal, oil, and 
railroad industries, and the threat to our very safety and security. 


4. Does the average citizen benefit from the oil imports? 


No. Some of the Congressmen last year voting against limiting the volume of 
oil imports undoubtedly did so under the misapprehension that in so doing 
they were insuring lower heating costs for their constituents. However, they 
were undoubtedly confused with the type of imported oil that is largely flood- 
ing the Atlantic seaboard. It is not gasoline nor the light heating oil that 
is used for home heating but the heavy waste or residual oil that is used pri- 
marily by electric-power utilities, industrial plants, and large buildings. This 
type of fuel cannot be considered as having anything but a negligible effect upon 
consumer cost of living, because residual oil is not the type which is or can 
be used by home consumers. As a matter of fact, the price of fuel oil used in 
the home has risen considerably during the past several years at the same 
time residual imports have been rising. There is a strong suspicion that there 
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is a direct relationship between the low prices of residual oil and the mounting 
prices of distillate oil and that the average consumer would actually be better 
off pricewise if there were no imports of foreign oil. 

Furthermore, the importation of residual oil has little if any effect upon 
consumer. cost of living even in an indirect way. For example, the cost. of fuel 
is only a small part of the cost of electricity to the consumer—about 13 per- 
cent—so that even a 10 to 20 percent difference in fuel cost would have very 
little impact upon the consumer, although conceivably it might be of slight 
benefit to a utility’s earning statement. 

Dr. Lawrence R. Hafstad, Director of the Division of Reactor Development 
of the Atomic Energy Commission, substantiated this in a statement made- 
before the electric companies while speaking on the subject, How Will Nuclear 
Power Affect Your Customers? He said, ‘Since the cost of fuel is only a small 
part of the cost of electric power to the consumer, atomic energy cannot reduce 
the cost of electricity to the consumer very much.” 

So here we have a situation where the unrestricted imports of residual fuel oil 
cripple a basic national industry, impair the productive capacity of our own petro- 
leum industry, threaten the Nation’s security, do not benefit the living standards 
of the average American citizen and benefit only a half dozen oil companies and 
certain citizens of a few friendly but nevertheless foreign nations. 


5. Is the coal industry the only industry opposing imports? 


The coal industry is not alone in opposing unrestricted “free trade.” For 
example, the electrical manufacturing industry, according to its spokesman, 
Gwilyam A. Price, president of Westinghouse, does not favor a “free trade” policy 
which permits foreign manufacturers to ship electrical equipment into this coun- 
try at prices the United States electrical manufacturers cannot meet. Many 
other industries including the woolen industry, lead, zinc, pottery, glass, watch, 
and lace, are also realizing that foreign trade is not a one-way street and that 
they cannot comply with American standards and successfully compete against 
foreign products allowed to flood the country with little or no restriction. 


6. What does “free trade” mean as applied to oil imports? 


It seems to us in the coal industry that the term “free trade” is being inter- 
preted by certain self-seeking interests in a stricter sense than even its proponents 
intended. We submit that no responsible man could advocate “free trade” in the 
literal dictionary sense of being “without restriction’ any more than he could 
advocate literal interpretations of “free speech” or “free enterprise.” All of 
these principles must be subject to certain necessary safeguards in order to protect 
the rights of American citizens. 

This has been recognized by both a Democratic and Republican President in 
public statements. In 1934, when President Roosevelt initiated the reciprocal 
trade agreements program, he cautioned, “the authority must be carefully 
weighed in the light of the latest information so as to give assurance that no 
sound and important American interest will be injuriously disturbed. * * *” 
Similarly, in his state of the Union message on February 2, 1953, President Eisen- 
hower stated that safeguards must be provided for American interests in the 
operation of our foreign trade policy, saying, “This objective must not ignore 
legitimate safeguarding of domestic industries, agriculture, and labor standards.” 

The coal industry is therefore seeking only the consideration that has been 
publicly endorsed by political leaders supporting the principle of “free trade.” 
It does not ask for special treatment, but only that Congress give effect to the 
above-stated policy and afford reasonable protection for the basic coal industry 
which is needlessly suffering severe injury because of excessive oil imports. 

Although the entire New England bloc in the House voted to recommit the 
Simpson bill last year, thus showing no sympathy for the protection of the 
domestic coal and oil industries, that region is so highly vulnerable to foreign 
competition that many of its industries are now among the most vocal critics of 
present trade policies responsible for growing unemployment. 

New England Congressmen who did not appreciate the domestic coal and 
oil industries’ position last year, may after discussing “free trade” with their 
watch, leather, wool, wood screw and bicycle industries have a different outlook 
on protecting American enterprise. 

It is notable that the watch industry already has been given relief from for- 
eign imports. The stated reason for this action is that the importation of for- 
eign watches and parts have been throwing out of employment groups of skilled 
workers, who are indispensable in wartime. We believe that this action was 
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wise. However, we should like to submit that coal miners are also highly 
skilled workers and also indispensable in wartime. 

It is also interesting to note that while a few large oil companies are great 
advocates of “free trade” as it affects crude and residual oil, this advocacy 
does not carry them so far as to recommend lower tariff rates on gasoline, a 
product which has a much higher tariff rate than residual or crude oil, and of 
which there is very little imported. Evidently these oil companies are in favor 
of the literal interpretation of “free trade” on only certain commodities. 


7. Why all the worry about the coal industry? Oil is taking care of consumer 
demands in good shape. Why not let the coal industry follow the pattern of 
the horse and buggy? If it can’t compete, let it go out of business. 


Many of the Nation’s energy experts have pointed out that this country must 
rely upon a strong coal industry to assume a greater proportion of the Nation’s 
energy requirements, not only in periods of emergency but in normal times as 
well. 

The coal industry will subscribe to the predictions made by many energy ex- 
perts, that ultimately coal must directly or in synthetic form supplant the waning 
resources of oil and gas. This would seem to indicate a splendid long term future 
for coal, but what disturbs many producers in the coal industry and should 
disturb every American citizen, is whether the coal industry can survive the 
short term period. 

As opposed to the dangers inherent in permitting the Nation’s valuable fuel 
resources to be weakened and wasted, I believe it is in the Nation’s best 
interest to provide for wise uses of its fuel resources and the maintenance of 
healthy domestic fuel industries. 


8. Why worry about the next emergency? This Nation is resourceful enough to 
find a substitute for coal. 


Our Nation is accustomed to assuming that because of American genius, pro- 
duction mifacies can and will be accomplished when necessary to meet any 
emergency. However, what the public, and apparently many Members of Con- 
gress, do not realize is that while these miracles are possible in manufacturing 
enterprises such as automobiles, airplanes, ships, tanks, synthetic rubber, etc., 
by buying more raw materials, making additional tools and dies and adding 
manpower and machinery—all of these production miracles are dependent finally 
upon the availability of coal. The public does not realize that there is no known 


miracle process of developing a substitute for coal. Stated simply: No coal— 
no steel. 


9. Is the coal industry’s survival a real national problem or an imaginary one? 


The question of the coal industry’s survival is real, not imaginary, and not 
one that if left alone can be depended upon to take care of itself. It’s as real 
as the financial statement of practically every coal producer, as pressing as the 
long list of companies who have gone out of business, as concrete as the 150,000 
coal miners who have joined the ranks of the unemployed in the last few years, 
and as crying for solution as a 200 million ton post-war curtailment of coal pro- 
duction can shout. 


10. Is there any tangible evidence of serious damage that the unrestricted im- 
portation of foreign oil is inflicting upon the coal industry? 

There is a*great amount of such evidence. 

It is the customary practice of representatives of the importing oil com- 
panies, at these hearings, to minimize the injury done to the American coal in- 
dustry by emphasizing other losses the coal industry has suffered. These presen- 
tations are carefully and skillfully planned and executed and designed to divert 
attention from the main issue—the injury imported oil is doing to the nation’s 
coal industry. 

I want to stress that the anthracite industry is being grievously injured by 
the imports of foreign oil. It is true that we have also been seriously harmed 
by domestic competition but that does not lessen, in any way, the gravity of the 
damage done by foreign competition. The domestic competition is hard enough 
to bear but we see no reason why, in addition, we should be made a sacrificial 
offering by our own government on the altar of “free trade.” 

New Y City has been for many years the largest city outlet for anthracite, 
with Philadelphia ranking second. Imported oil, therefore, strikes at the very 
heart of our market, particularly for those sizes of anthracite with which resi- 
dual fuel oil is in direct competition. In New York City, the most important 
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size in competition with foreign residual oil is No. 1 buckwheat, with 30 percent 
of the industry’s total shipments of that size going to that market. 

In the short space of 6 years to April 1, 1954, the tonnage loss of this size of 
anthracite in New York amounted to 1,588,000 tons, a decline of 58 percent. 
This represents an annual loss in sales value at the mines of $15 million and a 
year’s working time for thousands of men. In addition, largely because of this 
foreign competition the industry has on hand unsold inventories of 575,000 tons 
of No. 1 buckwheat anthracite, representing a very sizeable idle investment. 

A further loss running into millions of dollars has been caused by unduly de- 
pressed prices for this size of anthracite brought about by dump prices for for- 
eign residual oil. 

There is nothing intangible about thees losses. This represents business we 
have lost largely because of imported residual oil shipments to the New York 
harbor. If this foreign oil had not been imported, we would not have lost this 
business to domestic competition. The flooding of our markets, such as New 
York City, with cheap foreign oil has counteracted the law of supply and demand 
with regard to the availability and cost of residual oil produced in the United 
States. Without the availability of foreign oil in the New York market, econom- 
ics would have been in our favor and would have prevented the tremendous con- 
versions of No. 1 buckwheat anthracite to residual oil. 

The situation that now prevails is such that no amount of prudent manage- 
ment, aggressive sales campaigns, nor efficient production methods can make it 
possible for the anthracite industry to compete against foreign oil in the New 
York market. This can best be appreciated by realizing that even if all the 
labor cost involved in producing anthracite were eliminated, our product still 
could not compete against residual oil, on a cost basis, in the New York market. 

Accordingly, we respectfully petition this committee in the interest of the 
Nation and the coal industry that an amendment placing a 10-percent quantita- 
tive limit on foreign oil imports be included in the Trade Agreements Extension 
Act. 


Mr. Mitts. The next witness is Mr. Stuart Saunders, vice president 
and general counsel of Norfolk & Western Railroad. 


Will you give us your name and address, and capacity in which you 
appear ? 


STATEMENT OF STUART T. SAUNDERS, VICE PRESIDENT AND GEN- 
ERAL COUNSEL, NORFOLK & WESTERN RAILWAY CO., ROANOKE, 
VA. 


Mr. Saunvers. I am Stuart T. Saunders, vice president and gen- 
eral counsel of Norfolk & Western Railway Co., Roanoke, Va. 

My appearance today is in support of an amendment to H. R. 1, fix- 
ing a quota limitation on importation of residual fuel oil. 

Mr. Symes has described the problem of the dumping of foreign 
oe residual oil as it affects the railroad industry as a whole. 

fe has described in particular the impact of residual oil on the west- 
ern railroads, including the Pennsylvania. 

I am in complete agreement with his statement, but I would like to 
point out the serious consequences to the three Pocahontas lines, the 
Norfolk & Western, Virginian, and Chesapeake & Ohio, resulting from 
the unfair competition of foreign produced residual oil, which is sold 
ae the eastern seaboard at whatever price is necessary to displace 
coal. 

The three Pocahontas lines connect the great Atlantic ports at 
Hampton Roads, Va., with the coal fields of southwestern Virginia, 
southern West Virginia, and eastern Kentucky. West Virginia stands 
Ist, Kentucky 3d, and Virginia 6th among the States in coal 
production. 
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Except for a relatively small amount of coal loaded directly into 
trucks or into barges on the Ohio River and its tributaries, coal from 
these fields moves from mine to market via all rail or rail-water 
routes. 

The great majority of this coal is carried over the lines of Norfolk & 
Western, Virginian, or Chesapeake & Ohio. In 1954, these 3 lines 
originated 23.8 percent of all the bituminous coal produced in the 
United States—and these are the latest figures available. In 1953, 
68 percent of the tonnage and nearly 55 percent of the revenues of 
these 3 railroads were supplied by bituminous coal. Accordingly, 
the Pocahontas lines have a tremendous stake in the economic health 
of tle coal industry. 

And, in turn, a great number of people are dependent on the Poca- 
hontas lines. In 1953, these 3 railroads employed over 58,500 persons, 
with a total payroll in excess of $259 million. 

It is estimated that over 195,000 persons are supported directly by 
the wages paid by the Pocahontas lines. Of course, hundreds of 
thousands of others—merchants, farmers, and professional people— 
indirectly depend on these wages for their livelihood. 

Together with the coal industry which they serve, the Pocahontas 
railroads are suffering severely from the effects of the unfair compe- 
tition of foreign-produced residual fuel oil—unfair because, as a 
byproduct, it may be dumped on the markets at whatever price is 
necessary to undersell coal. 

A arikitig illustration of how this leftover from foreign refineries 
is hurting the Pocahontas lines is found in their experience in the 
New England area. 

The coastal area of New England has, for many years, been a 
natuial market for coal from Virginia, West Virginia, and eastern 
Kentucky. This coal is carried by the Norfolk & Western, Virginian, 
and Chesapeake & Ohio Railways from mines to tidewater at Hampton 
Roads, Va., there dumped into coastwise vessels and carried to New 
England ports. 

In 1940 a total of 12.3 million tons was moved through Hampton 
Roads to New England destinations. By 1953, however, this tonnage 
had «lropped to 5.9 million tons, a 52-percent decrease. 

But, while coal in the New England fuel market was steadily 
decreasing, consumption of residual fuel oil in that market jumped 
phenomenally. In 1940, 28.5 million barrels, equivalent to 6.8 million 
tons of coal, was sold there. 

But by 1953, sales of residual oil in New England had increased 
129 percent over 1940, totaling 65.3 million barrels, the equivalent 
of 15.6 million tons of coal. 

But even if we assume that the flooding of foreign residual fuel 
oil in the New England market is displacing only 5 million tons of 
soutiiern coal a year—and that: is a very conservative figure—whiat is 
the «ffect on the Pocahontas railroads and the area which they serve? 

F rst, it means a revenue loss of about $26 million to the coal pro- 
ducers of West Viriginia and adjacent States. It means a wage loss 
of approximately $11.6 million tothe coal miners. It means a revenue 
loss of $17.8 million to the Pocahontas railroads. It means a wage 


loss of about $7 million to the employees of these railroads. 
Of course, the New England market, to which these figures refer, 
is only a part of the total market in which dumped residual oil is 
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displacing American coal. In recent years, there has been an aston- 
ishing increase in the importation of this foreign byproduct. 

In 1940 a total of 29.4 million barrels was brought in, but by 1954 
importations totaled 131.8 million barrels, an increase of 349 percent. 

In other words, in the face of an abundant supply of American 
bituminous coal available at reasonable prices, foreign residual oil 
equivalent to 31.6 million tons of coal was imported in 1954. 

We believe that restriction of foreign produced residual oil would 
not work a hardship on anyone. American produced residual oil 
can more than meet the demands for this oil for purposes which are 
not competitive with bituminous coal. 

In 1953 domestically produced residual oil sold in east coast markets 
totaled about 150 million barrels, while the demand for residual oil 
in that market which was not competitive with coal totaled slightly 
over 69 million barrels. 

As American-produced residual oil can more than meet the demands 
for that product which are not competitive with bituminous coal, 
there is no reason to leave the floodgates open and allow foreign- 
produced residual oil to push American-produced bituminous coal out 
of its own natural market. 

We of the Pocahontas railroads feel that it is unwise for the Con- 
gress to allow America’s greatest and most abundant natural resource 
to be displaced by a foreign byproduct, which, in all likelihood, would 
become cnavaiieble in time of war. 

Our experience with enemy submarines in the last war points u 
the danger of our becoming dependent upon foreign residual fuel oil, 
which must be brought into this country by tanker. If the displace- 
ment of coal by residual fuel oil is allowed to continue, the mining 
and railroad industries must inevitably contract their plant facilities 
to conform with the lessened demand, and in time of grave emergency, 
the physical facilities, the mines, the railroad cars, will not be on 
hand. Neither will the trained miners and skilled railroaders, 

For instance, in 1947, when postwar production of bituminous coal 
reached a peak of 630 million tons, the Norfolk & Western, Chesapeake 
& Ohio, and Viriginian Railways originated 137.4 million tons. To 
handle this traffic, they owned about 125,000 hopper and gondola 
cars. 

In 1954 these 3 railroads owned about 121,500 hoppers and gondolas, 
but originated only 92 million tons of coal. 

Thus, based on their experience during 1947, these 3 railroads own 
today enough freight cars to transport at least 50 percent more coal 
than they hauled last year. Their other facilities, such as roadway, 
terminals, and locomotives, are fully adequate to handle that addi- 
tional coal tonnage if it were available. 

It is obvious that the railroads cannot be expected to maintain sur- 
plus, idle facilities over a long period of time and that, unless there is a 
demand for such facilities, they will not be available when needed. 

I submit that it is a shortsighted policy which relegates the bitu- 
minous coal industry and the coal-hauling railroads to a standby 
status. It is a policy which might well have tragic consequences 
in the event of another worldwide conflagration. 

I do not wish to leave the impression that the railroads serving 
the southern West Virginia coal fields are against foreign trade. The 
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Chesapeake & Ohio, Virginian, and Norfolk & Western each serve the 
port of Hampton Roads, Va., which has been described as the finest 
natural harbor on the eastern seaboard. Without foreign trade, this 
port cannot prosper. And neither, for that matter, can the three rail- 
roads serving Hampton Roads. 

We are not against reciprocal trade, but we sincerely believe that 
there is nothing truly reciprocal in a policy which may result in ir- 
reparable damage to our country’s railroad and coal industries. 

ere is nothing truly reciprocal in a policy which has contributed 
heavily to the severe economic depression in the coal-mining areas of 
West Vir inia, Virginia, and Kentucky. 

Some idea of the magnitude of the problem for West Virginia is 
shown by the fact that in the face of an average population gain for 
the Nation of 6.3 percent between 1950 and 1954, West Virginia has 
declined 2.19 percent. Its industrial employment has declined 9 
percent during a period when employment in the Nation as a whole 
reached record heights. 

The Pocahontas lines, along with the other railroads of America 
and the bituminous coal industry, do not ask for special favors or 
preferential treatment. All we ask is for the right, and we believe 
it is aright, to compete on a fair and equitable basis. 

Indeed, this is the intent of Congress, as expressed in the national 
transportation policy, title 49, United States Code, preceding section 1. 

But as long as foreign residual fuel oil is allowed to flood American 
markets in unlimited quantities, this right of fair competition is denied 
us. 

A quota limitation on foreign residual oil will do more than afford 
the railroad and coal industries of this country a fair opportunity to 


a 
r. Mitts. Does that complete your statement ? 

Mr. Saunpers. It does. 

Mr. Mirzs. Thank you for your statement and appearance before 
the committee. 

Mr. Harrison, of Virginia, will interrogate. 

Mr. Harrison. How many of your coal-burning locomotives have 
been converted to diesel engines ? 

Mr. Saunpers. We have no diesels. Weare the only major railroad 
in the country that does not have diesel locomotives. 

Mr. Harrison. The coal industry would be considerably better off 
if the other roads of the country followed your example. 

Mr. Saunvers. I do not think you can say that, sir. The Norfolk 
& Western has found for its own particular operating conditions 
that up to this point steam locomotives are the most economical, but 
that does not mean we will think so 2 years from now, or forever. 

But taking the railroads as a whole, first of all you must consider 
that 1939, as late as 1939, one-third of your railroad mileage in this 
country was in receivership. ‘Today less than 5 percent of it is in 
receivership. 

The principal reason that they have come out of receivership is 
diesel locomotives. I think any railroadman will tell you that. 

Now the coal industry, of course, is interested in the delivered price 
of their commodity. That is what sells the coal. Now coal cannot 
compete with other fuels if the transportation cost is too high. 

57600—55—pt. 2—13 
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By virtue of dieselization, the American railroads have been able 
to hold their rates down, much lower than they could have if they 
had not dieselized. 

So overall the coal industry has benefited, has not been harmed by 
dieselization of American railroads, by any comparison with what 
they have lost by virtue of loss of railroad fuel markets. 

Mr. Harrison. Now, you speak of Hampton Roads, the necessity of 
keeping that port in operation to export. You cannot have exports 
unless the other nations of the world have some money to buy those 
exports; is that not true? 

Mr. Saunvers. That is absolutely true. As I have tried to make 
clear in my statement, we are not opposed to foreign trade. We are 
not opposed to reciprocal trade, but we do not think that is involved 
here. 

What you are talking about is a dump commodity, and you should 
not lose sight of that fact. This is a commodity which the economic 
laws do not control at all. It is purely whatever the market will bear 
and placing the price simply low enough to undercut coal. 

Any commodity that competes with us on a fair economic basis, why 
we have no complaint whatever about. The foreign trade of this 
country will not be measurably affected. It has been grossly exag- 
gerated as to what effect this small quota limitation of residual oil 
will have on our foreign trade. It will be infinitesimal. 

Mr. Mrius. Are there further questions? 

Mr. Saunders, I am hesitant to delay you any further here. But 
one of your statements, in answer to Mr. Harrison’s question, was 
that this conversion from coal to dieselization by the railroads has 
actually resulted in a benefit to the coal industry. Did I understand 
you correctly ? 

Mr. Saunpers. That is correct, sir. 

Mr. Mixts. The coal industry lost the sale of about 82 million tons 
of coal from 1947 to 1953 as a result of the conversion. How many 
tons of coal did the industry sell as a result of the conversion ? 

Mr. Saunvers. Last year the total coal produced in this country was 
approximately 390 million tons. If your freight rates had been too 
high that might have well been 250 million tons instead of 390 million 
tons. Mark you, last year is the first year since 1939 in which coal 
production in this country has fallen below 390 million tons. 

Mr. Mixts. Mr. Saunders, it might be reasonable for me to assume 
I guess that if there had not been exports from the United States, 
and there could not be exports without giving goods away, without 
some imports, therefore if there had not been imports in the United 
States, the coal industry might not have produced 250 million tons? 

Mr. Saunpers. That is certainly true, but it does not follow from 
that that a quota limitation on residual oil will substantially affect 
your foreign trade. 

Mr. Mitts. I was attempting to agree with you that the railroads, 
even though they have decreased their use of coal, and the program 
ennunciated by the President of enlarged economic trade would bene- 
fit both of them, the railroads and the coal industry. 

Mr. Saunvers. That is correct. 

Mr. Mus. Mr. Eberharter, of Pennsylvania, will inquire. 
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Mr. Epernarter. I think you said that this residual oil is really 
being dumped into this country. You having said that, I am wonder- 
ing whether or not your company has made any representation that 
this dumping of residual oil has been contrary to the Antidumping 
Act which is on the books? 

Mr. Saunvers. No, sir; the only representations we have made have 
been before this committee. We appeared here on you previous hear- 
ing last year with reference to the Simpson bill. 

We have consistently opposed this policy of no quota limitations 
on residual oil. We have not sought any recourse under this anti- 
dumping law. As a matter of fact, we think there is no substantial 
hope of teks offered in that, just like we think your peril escape clause 
offers no real substantial help to the coal industry. 

Mr. Exvernarrer. If you could substantiate the statement that they 
are really dumping this residual oil into the United States, of course 
you would not need any legislation. But you do not have much hope 
of substantiating that, as the administration is set up now? 

Mr. Saunpers. It is a matter of definition what “dumping” is. 
We consider it dumping. Apparently the administration does not. 
For that reason, we would get no aid from the antidumping law. 

Mr. Reep. Mr. Saunders, I missed part of your statement, but we 
have quotas on sugar, cotton, wheat, cheese, dry milk, and many 
other products. No one seems to take exception to such quotas. Now 
can you tell me why there is so much opposition to quotas on residual 
fuel oil in order to protect our great strategic coal industry ? 

Mr. Saunpers. I think it is quite apparent that the principal opposi- 
tion to the imposition of quotas on residual oil comes from 2 sources, 


first the Venezuelan Government and second from about 5 large oil 
companies. That is your outside epee 


Of course we do have and have had for years opposition on the part 
of the State Department. They are the principal sources. I think 
that our State Department has been given an erroneous impression. 
In the first place, they are not convinced of the harmful effects. They 
do not appreciate the harmful effects of this upon our economy and 
in the second place they grossly exaggerate the effects that the im- 
position of this quota would have on our foreign-trade policy. 

Mr. Miuus. Mr. Saunders, you do not place coal and residual oil 
in the same position of sugar and cotton and things of that sort, do 
you? 

Mr. Saunpers. I do not want to undertake to pass on the merits of 
those. The only thing is that I think this is a dump commodity, and 
we think it is a unique commodity in that respect’ and that you can 
impose quotas here without going contrary to the reciprocal-trade 
policy as it should be administered. 

Mr. Mitis. We thank you, Mr. Saunders. 

4 Mr. HARRISON. You do not put quotas on bananas to protect oranges, 
0 you? 

Mr. Saunvers. I do not know of any of those being dumped. 

Mr. Harrison. Now, Mr. Dulles tells us that quotas would lead to 
controls. It would be up to the Government, then, to determine who 
ae get the supply that is allowed in. Have you any answer to 
that ¢ 

Mr. Saunpvers. I do not know that I do have an answer that 
would satisfy you. 
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Mr. Dulles, I understand, though, testified before this committee 
that a quota on residual oil was a matter that might be considered 
even perhaps it is not foreign to his mind. Also, if you will re 
the annual report of the Standard Oil Co. last year, in Mr. Holman’s 
statement to his stockholders he recognized the harm, that residual oil 
might be very dangerous to our economy if it were unbridled, but he 
suggested that the oil companies themselves were the better judge of 
whether or not they were hurting the coal industry and that you did 
not need Congress to decide whether or not our economy is being 
harmed by this residual oil. In other words, the oil companies them- 
selves want to decide this question and not the Congress of the United 
States, or the coal industry either. 

Mr. Mitts. Mr. Saunders, we thank you, again, for the informa- 
tion you have given the committee. 

Mr. Saunpvers. Thank you, Mr. Chairman. 

Mr. Muts. The next witness is Mr. W. D. Johnson. 

Will you please give your name, address, and the capacity in which 
you appear, for the record? The members of the committee know 
you favorably. 


STATEMENT OF W. D. JOHNSON, VICE PRESIDENT AND NATIONAL 
LEGISLATIVE REPRESENTATIVE, ORDER OF RAILWAY CONDUC- 
TORS AND BRAKEMEN 


Mr. Jonnson. My name is W. D. Johnson. I am vice president 
and national legislative representative of the Order of Railway Con- 


ductors and Brakemen. I reside in Washington, D. C., and maintain 
an office at 10 Independence Avenue SW. The headquarters of the 
order is located in Cedar Rapids, Iowa. 

I am authorized to submit this statement in support of a 10-percent 
quota limitation being placed on the amount of residual fuel oil that 
may be imported into this country. 

We are not opposing the importation of residual fuel oil merely 
from the standpoint of railroad employees, although we know that 
several thousand of them will continue to be adversely affected in the 
event no limitation is placed on the amount of this fuel product that 
can be imported each year. In addition to our interest as railroad 
employees, we are deeply concerned as taxpayers, both State and 
Federal, and as citizens who are very much interested in safeguard- 
ing the future of our economy, our basic industries, and the em- 
ployees therein. 

We fully realize that we cannot live “unto ourselves alone” and 
progress as a great nation. We must, therefore, have trade agree- 
ments that provide for exports and imports, but not to the extent of 
destroying our domestic industries, agriculture and labor standards. 
Therefore, if and when the operation of any part of our trade a 
ments brings mass unemployment to American citizens, something 
should be promptly done to correct the injustice. 

The overall unemployment in the railroad industry is quite sub- 
stantial at the present time and the future outlook from an employ- 
ment standpoint is not very encouraging. 

In support of this statement, I quote from the Interstate Com- 
merce Commission M-300, 1946-54 (middle of month count). These 
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statistics reflect the employment trend, road passenger, freight and 
yard conductors, and road passenger, freight and yard brakemen. 
Copies of these are attached. 

now refer to the table titled, “Employment Trend Road Passen- 
ger, Freight, and Yard Conductors.” 

In 1946, according to the Interstate Commerce Commission records 
there were employed 8,220 road passenger conductors; 3,680 assist- 
ant road passenger conductors; 13,198 road freight conductors 
(through service); 7,258 road freight conductors (local service) ; 
and 20,038 yard conductors; making a total of conductors employed 
in all types of service 52,394. 

By comparison, according to the June 1954 ICC report, there were 
employed, at the time, 6,024 road passenger conductors; 2,783 assist- 
ant road passenger conductors; 9,326 road freight conductors 
(through service); 6,324 road freight conductors (local service) ; 
19,956 yard conductors; a total of 44,413 conductors employed in all 
types of service. 

The total job losses among conductors in all services between 1946 
and June 1954 totaled 7,981. 

You will note that there has been a substantial reduction in the 
number of conductors employed in all types of service with the ex- 
ception of the yard conductors. Here there has been only a slight 
reduction due to the fact that the length of trains in modern times 
has been greatly increased and therefore the number of conductors 
employed, while remaining at about the same level as 1946, are ac- 
tually handling a greater volume of individual car switching. 

The reduction in the number of jobs in each of the classifications 
of service among conductors between 1946 and 1954 were as follows: 
Road passenger conductors 2,196 less; assistant road passenger con- 
ductors 897 less; road freight conductors (through service) 3,872; 
road freight conductors (local service) 934; yard conductors 82. 

The employment situation among the railroad brakemen is prac- 
tically identical with that of the conductors. 

Now referring to the table entitled “Employment Trend Road Pas- 
senger, Freight and Yard Brakemen.” 

e employment figures comparing 1946 with June 1954 are as fol- 
lows: In 1946, road passenger brakemen a 10,175; road pas- 
senger baggagemen employed, 4,066 ; road freight brakemen (through 
service), 33,268; road freight brakemen (local service), 17,276; yard 
brakemen, 53,411; or a total employment for brakemen in all types of 
service in 1946 of 118,196. 

According to the ICC report of June 1954 brakemen employed in the 
various types of service were: Road —— brakemen, 7,587; road 
passenger baggagemen, 3,217; road freight brakemen (through serv- 
ice), 23,507; road freight brakemen (local service), 15,250; yard 
brakemen, 50,531; total employment in June 1954 brakemen in all 
types of service, 100,092. 

is was a reduction of 18,104 brakemen employed in all types of 
service between 1946 and June of 1954. The reduction in the various 
types of service was as follows: Road passenger brakemen, 2,588; 
road passenger pe CO 849; road freight brakemen (through 
service), 9,761; ro ight brakemen (local service), 2,026; yard 
brakemen, 2,880. 
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As I previously commented with regard to the employment trend 
among conductors you will note that the employment trend for brake- 
men has also been downward from 1946 to 1954 in all classes of service. 

A check of the September 1954 ICC statement M-300, the latest 
report available, reflects a still further decrease in employment in both 
the number of conductors and brakemen employed in road train and 
yard service. 

While the above quoted statistics apply only to road and yard con- 
ductors and road and yard brakemen, a comparable decrease in em- 
ployment prevails among all other classes of railroad employees. 

In substantiation of the downward trend of employment among 
~ conductors and brakemen, I would like to cite the specific cases of two 
railroads, both of which are vitally concerned with transportation of 
coal, 

According to a letter to me on January 21, 1955, Mr. R. T. Keller, 
general chairman of our organization for the Chesapeake & Ohio Rail- 
way system reported that in 1947 the total number of conduc:or 
assignments on the Chesapeake & Ohio were 631; and on the Pere 
Marquette, which is also a part of the C. & O. system 165; a total of 
796 jobs in 1947. In 1954 the Chesapeake & Ohio had conductor as- 
signments for 387 and the Pere Marquette 143, a total for the system 
of 530 jobs. 

’ On this one railroad system alone, the total number of conductors 
assignments, which were eliminated between 1947 and 1954 a period 
of 7 years, amounted to 266 jobs. 

On the Baltimore & Ohio system, according to a written report made 
to me on January 22, 1955, by Clifford Shepherd, general chairman 
for our organization for that railroad system, he indicates that in 
1947 the conductor assignments for all classes of road service on the 
B. & O. were 1,119. In 1954 the conductor assignments for all classes 
of road service totaled 813, a reduction in the 7-year period of 306 jobs. 

Our personal experience and knowledge indicates that this con- 
tinued trend in unemployment of railroad workers is continuing. 

We have an abundance of coal in various sections of the United 
States. We also have the machinery and the skilled manpower to pro- 
duce the coal in sufficient quantities to supply all deanna regardless 
of how great they may be. 

In addition, we have rail transportation systems that are second 
tonone. Their facilities are adequate to meet all transportation needs 
regardless of the tonnage to be transported. We must, therefore, 
leave nothing undone to properly safeguard these two very important 
basic industries. 

The coal industry has only one commodity to sell, and that is coal. 

A curtailment in coal consumption naturally brings about a cur- 
tailment of coal proarees: The ultimate result is a shutdown and 
many employees forced out of employment. When a coal mine is shut 
down for any length of time it cannot be rehabilitated overnight. 

The railroad industry has only two commodities to sell, i. e., passen- 
ger transportation and freight transportation. Therefore, a curtail- 
ment of coal production naturally brings about a curtailment in rail- 
road transportation. The curtailment in coal consumption has 
already been felt to some considerable extent in the railroad industry. 

The amount of residual oil imported into the United States in 1954 
was equal to 31.6 million tons of coal. In 1954 railroads transported 
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81 percent of all the coal produced in this country, and by applying 
this percentage to those 31.6 million tons we find that the railroads 
lost 25.6 million tons of coal traffic. 

On that basis, railroad workers lost $43,296,000 in wages in 1954. 
Such a loss involved layoffs not only for the men who man the trains, 
but for those who take care of the rolling stock, as well as for track 
repairmen, bridge and signal maintainers, those who handle supplies, 
and even office employees. 

We railroad employees have felt the effects of foreign residual oil 
since shortly after hostilities ceased in World War II. The aggregate 
loss in wages to this alien product amounted to more than $268,136,000 
from 1946 through 1954. Again, I point out that.this figure was com- 
puted by using only the percentage of United States-produced coal 
carried by the railroads each year and applying it to the coal equiva- 
lent of residual-oil imports. 

As I indicated earlier, we are also deeply concerned as taxpayers 
about the revenue losses that are a consequence of payroll decreases. 
Not only does the drop in wages prevent employees from contributing 
their normal share in this regard, but there are also serious decreases 
in various sources of tax revenue that result from the accompanying 
decline in the buying power of this important economic group. 

I am sure that no one will deny the fact that the railroads are looked 
upon as our second arm of defense. Statements were made after the 
close of World Wars I and II by many in authority, and who were in 
possession of actual facts, that if the railroads had failed to meet the 
transportation needs we would not have come out victorious in those 
two great conflicts. 

A total of 811,200 carloadings would have been required to replace 
the millions of tons of coal displaced by foreign residual oil in 1954. 
With the average turn-around time in the eastern district and Poca- 
hontas region being some 14 days, a hopper car could make an average 
of 26 trips per year, so those carloadings would have kept 31,200 cars 
in continuous use. Having this many additional cars in service 
would be a definite step in the direction of national security, because 
there is no doubt that if we get into an all-out shooting war without 
first doing something about this situation, there just will not be 
enough hoppers to get material where it is needed. That is some- 
thing to which every one of us should give very serious thought in 
the light of unsettled world conditions. 

I repeat, the railroads have only two commodities to sell, passenger 
transportation and freight transportation. If they are denied the 
privilege of selling these two commodities they cannot survive. Trans- 
portation is the lifeblood of our national economy. 

I, therefore, most earnestly urge this committee to include in their 
report on H. R. 1, a provision placing a 10-percent quota limitation 
on foreign residual fuel oil, od that you use your influence to bring 
about enactment of such a restriction. 

Mr. Muts. Does that complete your statement ? 

Mr. Jounson. With this addition, Mr. Chairman, if I may: I am 
authorized to speak for the Brotherhood of Locomotive Engineers 
and the Brotherhood of Locomotive Firemen and Enginemen. I 
have a letter here over the signature of Mr. Lawrence V. Byrnes, who 
is assistant grand chief of the Brotherhood of Locomotive Engineers, 
confirming that authorization, and also one from Mr. A. M. Lampley, 
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who is vice president of the Brotherhood of Locomotive Engineers 
and Firemen, confirming the authorization. 

I would like to add, if I may, that the unemployment situation 
in the eraft of engineers and firemen is comparable to that which I 
have quoted in the craft of conductors and trainmen. 

Mr. Muts. Mr. Johnson, do you desire those letters inserted in 
the record ? 

Mr. Jounson. I want them incorporated right after my remarks. 

Mr. Mitxs. Without objection, they will be appended. 

(The letters are as follows:) 


BROTHERHOOD OF LOCOMOTIVE ENGINEERS, 


Cleveland 14, Ohio, January 24, 1955. 
Mr. W. D. JOHNSON, 


Vice President, National Legislative Representative, 
Order of Railway Conductors and Brakemen, Washington 24, D. C. 
DEAR BrRoTHER JOHNSON : This will be your authority to represent this brother- 


hood when you appear at the hearings on H. R. 1 to urge limitation on imports 
of residual oil. ; 


I have read the statement you have prepared for presentation on this question, 
and I am in complete harmony with the views expressed therein. 
Sincerely and fraternally, 


LAWRENCE V. BYRNES, 
A. G. 0. E.-N. L. R. 


BroTHERHOOD OF LOCOMOTIVE FIREMEN AND ENGINEMEN, 
Washington 24, D. C., January 24, 1955. 
Mr. W. D. JoHNSON, 


Vice President, National Legislative Representative, 
Order of Railway Conductors and Brakemen, Washington 24, D. C. 


DEAR BROTHER JOHNSON : This will be your authority to represent this Brother- 


hood when you appear at the hearings on H. R. 1 to urge limitation on imports 
of residual oil. 


I have read the statement you have prepared for presentation on this ques- 
tion, and I am in complete harmony with the views expressed therein. 
Sincerely and fraternally, 


A. M, LAMPLEY. 

Mr. Murs. I notice that you have tables to be appended. 

Mr. Jounson. I would like them to be incorporated in the record. 

Mr. Mixis. Without objection, they will be incorporated following 
your statement in the record. 

We thank you for your statement. 

Mr. Jounson. Thank you. I appreciate the time given me. 

(The tables are as follows:) 


Employment trend, road passenger, freight, and yard conductors, 1946-54 
(middle of month count) 
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Employment trend, road passenger, freight, and yard brakemen, 1946-54 (middle 
of month count) 
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Source: Interstate Commerce Commission, Statement M-300. 


Mr. Mus. The next witness is Mr. Joseph E. Moody. 

Will you give your name and capacity in which you appear, for 
the benefit of the record ? 

You will be recognized to proceed without interruption to give 
your statement. 


STATEMENT OF JOSEPH E. MOODY, PRESIDENT, SOUTHERN COAL 
PRODUCERS’ ASSOCIATION 


Mr. Moopy. Mr. Chairman and members of the committee, my 
name is Joseph E. Moody, and I appear before you as president of 
the Southern Coal Producers’ Association, and in that capacity as 
spokesman for the producers of about one-third of the bituminous 
coal mined in America. 

We represent the bituminous areas of West Virginia, Virginia, east- 
ern Kentucky, and Tennessee, where some 40,000 miners are now 
out of work as a result of the depression in our industry. 

We wish at this time to register our opposition to H. R. 1, which 
this committee is considering. The primary purpose of the measure 
referred to is to give the ident authority to increase imports. 
So far as coal is concerned, the import competition already prevailing 
is doing grave injury to all segments of the industry. 

I know that others have ably discussed the plight of the coal indus- 
try today. Indeed, many of you on the committee are already well 
acquainted with our economic distress which has become so severe in 
recent years. 

I shall attempt to refrain from duplicating too much other testimony 
along this line and will concentrate mainly on certain aspects of this 
whole picture which I do not believe have ever been adequately con- 
sidered. This committee is familiar with our complaints about the 
dumping of residual oil, And yet, ae we have always been 
oat courteously, we have failed to get relief. 

Our arguments have always been met with a “yes, but” reply from 
our own State Department, to wit: It’s true that imports of residual 
oil are very seriously damaging the American coal industry, yet we 
can’t afford to limit these imports for fear of hurting the economy of 
our friendly neighbors in Latin America, thereby causing all the world 
to doubt our pledged intentions to pursue policies which will stimulate 
and encourage international trade. 
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I think it is high time that we go behind generalities and look at 
realities. 

First of all, I would like to say that any developments which 
threaten to wreck a great industry like the coal industry, whether 
they come from imports or an internal situation, need to be examined 
very carefully. 

Between 1942 and 1953, the coal industry lost well over 150 thousand 
employees. The production of bituminous coal in 1954, about 390 
million tons, was the lowest for 15 years. 

As a matter of fact, it was a little lower than it was in 1907. 

The situation in many of the coal areas today is almost as bad 
as it was in 1932. Thousands of men have left their homes in West 
Virginia, Virginia, Kentucky, Tennessee, and other coal-producing 
areas, in an effort to find work. If employment generally were not 
good, and if many of the displaced miners had not been able to find 
work in other industries, the situation in the coal region would be 
desperate. 

The area affected stretches more than a thousand miles, from north 
central Pennsylvania to Alabama, and the population involved is 
greater than all the people living in Venezuela, Arabia, and Iran put 
together. 

There is a good deal more involved than statistics. We are dealing 
with the lives and destinies of people, of our own citizens, people like 
ourselves. 

During the past year I have talked to men and women in these 
blighted areas, where the mines are closed and where everything is 
grim and depressed. It was not a pleasant experience. 


There is a grave question as to whether any gain in trade with 
Venezuela or other parts of the world through our purchases of resi- 
dual oil are not more than offset by the damage to our own economy. 

Just now we are being swept along by a wave of emotion in 
which the beautiful generalities and shibboleths that surround the 
foreign trade program are being freely used. Meanwhile, the coal 


industry is sick, and to a large extent because of imports. Other 
industries are hard hit, too, pottery, watches, bicycles, textiles, and 
fisheries, to name only a few. 

All of us remember other emotional waves which we indulged in 
in the past, the one, for example, where a lot of our leaders and, 

ople concluded that we could get along with Russia after World 
War II. We woke up eventually, but some unpleasant things hap- 
pened meanwhile. 

The art of prophecy is hazardous. Nevertheless, I will venture 
to predict that the consequences of further trade concessions which 
affect vital domestic industries will be disastrous. Many domestic 
industries simply cannot meet low wage foreign competition unless 
they are given protection in the form of tariffs or quotas, or both. 
Congress will have to meet this fact squarely sooner or later. 

But so far as the domestic coal industry is concerned, our case, 
as I see it, does not rest simply on opposition to foreign imports which 
result from legitimate trade concessions. There are other aspects 
which should be examined closely. Let me sum them up briefly: 

1. The dumping of residual oil in the United States if primarily 
the result of the operations of an international oil cartel. 
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I use the word “dumping” there and I noticed earlier one of the 
Congressmen on the committee asked about the dumping and whether 
we had done any by using that dumping as a method of relief. 
We talked with our counsel at great length and it seems that the 
technical description and use of dumping in such an instance does 
not particularly apply in this instance so that my use of the word 
dumping is more a use in the trade rather than in the technical or 
legal application of that word. 

2. Neither Venezuela, nor any other foreign country, really benefits 
from this dumping, which profits only the huge international oil 
companies. s 

8. The Department of Justice has filed a civil action against five 
major oil companies, charging the maintenance of a cartel in violation 
of the antitrust laws. This suit, filed in 1953, should be vigorously 
pressed, and meanwhile the imports of residual oil should be drastically 
limited. 

The International Petroleum Cartel is not a creature of my imagin- 
ing. Many of its aspects were thoroughly investigated by the Fed- 
eral Trade Commission of the United States Government. A reveal- 
ing report by the FTC was published by the Senate Select Committee 
on Small Business in 1952—(the International Petroleum Cartel: 
Staff report of the Federal Trade Commission, submitted to the 
Subcommittee on Monopoly of the Select Committee on Small Busi- 
ness, U. S. Senate, and published by that committee August 22, 1952). 

F ive of the seven companies mentioned in the FTC report are named 
in the Department of Justice antitrust action against the oil cartel 
which I have referred to previously. Two of these concerns, the 
Standard Oil of New Jersey, and Gulf, operate in Venezuela. 

Tn relation to Venezuelan oil, the report said an agreement reached 
as far back as 1947-48 by subsidiaries of Standard Oil of New Jersey, 
Royal Dutch Shell, and Gulf: 


Presents a far broader and more complex interchange among the parties than 
is implied in an ordinary business transaction. 


Again in summing up, the report declared : 


The preceding chapters have described the degree of control over the world 
petroleum industry held by the seven major international oil companies, their 
participation in joint ownership ventures, as in the Middle East, their control 
over sources of supply through contracts among themselves for the purchase and 
sale of crude oil, as in the Middle East and Venezuela, their development of 
worldwide production and marketing agreements, and the application of those 
agreements in major oil countries. 

Moreover, it has been shown that these major oil companies through the high 
degree of concentration of control, through direct ownership, through joint 
ownership, through purchase and sale contracts and through production and 
marketing agreements, have been able to limit production, divide up markets, 
share territories and carry on other activities designed to stabilize markets and 
control production. 


In other words, this worldwide carter has thrown over its shoulders 
the respectability of reciprocal trade and international trade that is 
now being presented here and coming here under H. R. 1 as a respect- 
able citizen, and I don’t believe we should have to bear that kind of 
competition. 

The report did not go into the dumping of residual oil from Vene- 
zuela, but there is little question that this dumping and the dumping 
in the United States from other parts of the world arise out of the 
worldwide division of markets by the giant oil combine. 
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Practically no residual oil was imported into America prior to 
World War IT. 

Prior to the 1940’s, imports of petroleum products, including crude 
oil, fuel oil, and refined products, were held to 5 percent or less of 
domestic production. 

Then a formal restriction approximating 5 percent of oil processed 
in domestic refineries during the preceding calendar year was included 
in a reciprocal trade treaty with Venezuela in 1939, 

In 1940 imports of residual totaled 29 million barrels, or the equiv- 
alent in heating value of only 7 million tons of coal. 

In 1943, however, our Government signed a reciprocal trade agree- 
ment with Mexico which contained no quotas or restrictions on resi- 
dual oil imports, and these same terms were automatically extended 
to Venezuela through the most-favored-nation clause of the Trade 
Agreements Act, 

hus, an agreement with Mexico, a nation which produces very little 
residual oil, paved the way for the terrific upsurge of imports of 
cheap residual from Venezuela, I think it is most significant that 
the lifting of the Venezuelan restrictions came about in this back- 
handed way. The Mexican agreement came, of course, during war- 
time, when shipments of all petroleum products to this country from 
abroad were negligible, due to the disastrous menace of the submarine 
wolf packs. 

But, once the war ended, the invasion of residual oil along the east 
coast markets once held by coal, and sold at prices coal could not 
meet, began in earnest. 

By 1949 the 29 million barrels imported in 1939 had jumped to 74.5 
million, or the equivalent of some 19 million tons of coal, and last 
year it had reached the total of 131 million barrels, or well over 30 
million tons of coal equivalent. This is exclusive of residual distilled 
from foreign crude. I have seen estimates that residual oil imports, 
plus the residual made from imported crude, are the equivalent 
annually of 50 million tons of coal or one-eighth of our annual pro- 
duction. Most of the impact of that, gentlemen, is on the southern 
coal fields. We are the ones who mainly go to the coast with the coal, 
and, of course, parts of Pennsylvania. 

In recent years, Venezuela and the Netherlands West Indies have 
been out of step with the rest of the world in the proportion of resi- 
dual produced compared to other refined products. It should be 
remembered that the petroleum shipped through the Netherlands 
West Indies refineries comes from Venezuelan crude. 

The production of residual oil in these two countries not only 
increased from 157 million barrels in 1946 to 269 million barrels in 
1952, or about 70 percent, but also the percentage of residual pro- 
duced in comparison with total crude output increased about 2 percent. 

In contrast, the rest of the world’s major petroleum producers actu- 
ally reduced the percentage of residual produced as compared to total 
crude by about 5 percent. Thus, the vast increase in residual pro- 
duction in the Caribbean did not follow a world marketing or con- 
sumption pattern. Instead, the inference is clear, in my opinion, 
that it was a contrived and carefully controlled program of refining 
designed to capture the coal market of America’s North Atlantic 
coast, while protecting other world markets for — and lighter 
oils prodtncsil| by other holdings of the international cartel members. 
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There has also been built up a false impression that this high per- 
centage of residual, or waste, oil production in Venezuela and the 
Netherlands West Indies has been unavoidable because of a lack of 
adequate refining capacity in those areas. But this also proves to be 
a fallacy. pry 

As witnesses for the oil industry have testified, the refineries in 
Venezuela and the Netherlands West Indies are modern and capable 
of producing a very high production of light, high-grade oil products. 
As for the quality of Venezuelan oil and its suitability for the pro- 
duction of more highly refined products, the country’s own Ministry 
of Mines and Hydrocarbons reported in 1952 that Venezuelan crude 
averages 24-35 degrees gravity and could, by mild cracking, be made 
to yield only about 40 percent residual. Instead, Venezuelan and West 
Indies refineries operating on Venezuelan crude are averaging better 
than 60 percent residual, despite the fact that the growing world 
market demand is for higher valued oil products. 

It seems pretty obvious that gasoline and other refined products 
could be produced in that area and shipped and sold to other world 
markets at considerable more profit than the producers realize from 
the residual to which they virtually limit production for export to 
the United States. 

With a tariff of only about 1 cent a gallon on gasoline, and with 
tanker shipping rates north of Hiistterais hain dropped from $0.798 
to $0.269 per barrel since 1952, gasoline from the Venezuelan area 
apparently could undersell and preempt the American market just as 
residual oil is underselling and driving out coal. However, the inter- 
national oil companies which control the production and marketing 
of this Caribbean oil likewise produce in the United States and in 
other areas for sale to the American market. For reasons best known 
to themsleves, they concentrate on the production of residual so far 
as Venezuela is concerned. 

In this connection, it is a most curious fact that the price of imported 
residual has not followed the pattern of other oil product prices in the 
last 20 years. While the prices of other petroleum products has risen 
substantially, there is statistical evidence that the selling price of 
imported residual fuel oil has been held down. 

The Independent Petroleum Association of America reports that 
gasoline wholesale prices rose from 5.42 cents a gallon in 1935 to 11.46 
cents in September 1954; kerosene prices went from 4.10 cents to 
10.26 cents in the same period, and light fuel oil increased from 3.26 
cents to 8.75 cents. Heavy fuel oil, which includes residual, however, 
increased only from 1.74 cents per gallon to 3.89 cents in the two 
decades. Could it be that the price of residual is held down to under- 
sell coal ? 

Clearly, prices for gasoline and lighter oil products in comparison 
with residual and the heavier oils show that Venezuela is the loser 
because such a high proportion of its production goes into residual. 

The spokesmen for the oil companies talk about the value of foreign 
trade. This committee has heard testimony about the quantity of 
rt bought by Venezuela from the proceeds of oil sold in the United 

tates. 

We have not been told, however, that Venezuela maintains a most 
efficient protective structure for her own products. The country bans 
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almost entirely imports of shoes; tires are kept out of Venezuela by 
quotas and duties; duties on textiles and wearing apparel are very 
high, and there also are duties on fats and oils and raw cotton. Com- 
paratively speaking, Venezuelan duties are almost three times those 
of the United States. 

There is a strong case against the dumping of residual oil from 
Venezuela even if we do not go below the surface of the arguments for 
continuation of such imports. But when we see evidence that the 
world division of the petroleum market by seven giant worldwide 
companies decrees that Venezuela must produce an extraordinarily 
high percentage of residual oil and that this oil be sent to the United 
States, it becomes something else again. 

It is true that this cartel matter is in the courts, but the matter 
already has been up for many months. Meanwhile, the coal industry 
is being crippled. The Congress should clamp a curb on these oil im- 
ports while this whole situation is being investigated. Otherwise, 
irreparable injury will be done an already sick industry. 

There is strong sentiment for continuation of the imports along the 
east coast, and many of the seaboard States Aer think that they 
get real benefit from the dumping of the residual oil. The theory is 


that most of it is used in electric generators, thus making possible 
cheaper electrical power to the consumer. 

Apparently this argument has caused most Congressmen and Sena- 
tors from the eastern seaboard areas—and I was born and brought up 
in Connecticut, Congressman, in Hartford—to vote against any re- 
striction of residual oil imports in the past few years. Certainly these 
Members of Congress have not been insensible to the damage to Ameri- 


cans of cheap foreign imports. Time after time they have spoken out 
against this very danger in respect to lace, gloves, textiles, bicycles, 
fisheries, pottery, watches, and other of their industries which are 
badly hurt. 

We who represent the coal industry have been sympathetic to 
damage to other industries and anxious to lend our support toward 
halting it. However, we think that the areas using residual should 
reexamine this matter. Actually, the facts show that this importation 
has been of little or no real benefit to most of the citizens in the 
Northeast. 

Since the international oil cartel is operated for profit, there seems 
little doubt that any gain which New England gets from cheap fuel 
oil is more than offset by higher prices which it pays for the lighter 
oil products. Time after time when the price of residual fuel oil on 
the east coast has been lowered, the price of other petroleum products 
has been increased. In 1952, for example, when the price of residual 
oil was slashed 35 cents a barrel, the price of household and light com- 
mercial heating oil rose almost simultaneously in Boston, New York, 
and Baltimore. There have been similar instances of gasoline price 
rises when residual was lowered. 

Thus, the consumer of other products apparently has had to pay 
for the much heralded cheapness of imported residual, shipped in at 
cutrate prices to replace normal coal markets. It has merely shifted 
the extra cost from the utilities and manufacturing plants to the home 


owner, the automobile driver, and the farmer who burns kerosene in 
his tractor. 
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Furthermore, the seaboard area is becoming dependent upon a tran- 
sient fuel which would not be available in time of war. Tanker ship- 
ments of oil from the Caribbean fell off alarmingly during World War 
II. The Department of the Interior reported that submarines sank 50 
United States tankers off the Carolina coast between February and 
May of 1943 alone. For a crucial 19-month period in 1942-43, oil im- 
ports amounted to less than one tanker load per day. 

Thus the major burden of increased industrial production, as well 
as the increased military demand, was laid on coal. 

With Russian submarines far more efficient and far more numerous 
than those of Nazi Germany ever were, we can anticipate an even 
more serious disruption of petroleum product imports in event of 
another war. We would face this situation: 

1. East coast industry and utility plants, which have shifted in 
recent years to use of imported residual oil, would have to seek other 
fuel at once or else close down; and 

2. The present reduced market for American coal has cut its pro- 
ductive capacity to a point far below a safe level for quick increase 
to wartime demands. Bituminous coal production last year was well 
below 400 million tons, and the most competent experts in the industry 
tell me that it would have to be at a level of 500 million tons a year— 
at a minimum—in order to quickly expand to meet the deaknde of a 
new war. 

With the international situation in a continually feverish state, we 
must not allow the coal industry to deteriorate to the point where it 
cannot make the contribution which it will be called upon to make if 
war comes. It should be recalled that during the last war total energy 
requirements of the Nation rose 19 percent in the first year and another 
33 in the third and peak year. The Nation had to rely upon coal, for 
domestic production of crude oil did not increase appreciably. 

We want to make our contribution to the country’s welfare. We 
favor mutually beneficial foreign trade. We are not isolationist, but 
neither do we welcome ruin, particularly when it seems to be for the 
sake of the international oil companies which control billions of dol- 
lars and divide world markets as one would would divide pie. 

Today Venezuela is enjoying almost unprecedented prosperity. 
Her budget is balanced; income taxes are low; there is a favorable 
balance of trade, and industrial growth is rapid. Contrast all this, 
for example, with our own State of West Virginia. In the last 3 years 
more than 150 mines have been forced to close. This has cost the jobs 
of some 20,000 miners. Real-estate values are down; land is tax de- 
linquent; relief rolls are rising, and the workers of the State and 
many young men and women finishing in West Virginia schools are 
looking elsewhere in search of opportunity. Nevertheless, we are 
told that any restriction in imports of residual oil from Venezuela 
would cause the world to shudder for fear we were turning isolation- 
ist and were not going to carry out our promises of world leadership. 

Residual oil imports from the Middle East have gone up ani 
in recent months. The arguments used for Wiaamaitin imports also 
are used for the Middle East residual. 

Our State Department goes along with these arguments, but the 
oil cartel is never mentioned, nothing is said about Venezuela’s re- 
strictions on imports, or many questions which deserve careful con- 
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sideration. There seems to be great haste to rush through legislation 
which will enable further general tariff reductions and further place 
the destiny of domestic industry in the hands of agencies whose chief 
concern seems to be the welfare of foreigners. 

This story of the plight of the coal industry in America has been 

resented to Representatives of Congress many times and ee has 
bean done. Porhine nothing will be done now, but I have great faith 
in the democratic processes. 

I would just like to leave in your minds three questions to be an- 
swered before you make a decision on the measure you are now con- 
sidering : 

1. Is the unrestricted importation of residual fuel oil damaging 
as it is to our domestic coal industry, necessary to a concept of recipro- 
cal trade and aid to friendly nations? 

2. Does it really benefit the nation which produces the oil, or is the 
importation rather a profit scheme of the International Petroleum 
Cartel? and 

3. Is it sensible to permit the continuation of imports which have 
lowered the productive capacity of our most important fuel below 
the point where it could quickly be raised to meet an emergency if 
another war breaks out? 

Mr. Chairman and members of the committee, I hope that the an- 
swers to these questions will be such that relief for our hard-pressed 
industry and people will follow. 

Specifically, we urge the approval by the committee and the Con- 
gress of bills which, generally speaking, would limit the imports of 
residual to 10 percent of domestic consumption. Such bills have been 
introduced by Representative Bailey, H. R. 2963; Representative 
Jennings, H. R. 2979; Representative Kee, H. R. 2982; Representa- 
tive Van Zandt, H. R. 3019; Representative Elliott, H. R. 3108; and 
Representative Perkins, H. R. 3132. 

It is my understanding that these measures have the support of the 
entire bituminous coal industry. I would also like to go on record 
as saying that we endorse and support the testimony of my conferees 
in the coal industry given here today, and I would certainly ur, 
your very kind consideration of the evidence and testimony given by 
the very able Congressman from West Virginia, Cleveland Bailey. 

Mr. Mitts. Does that complete your statement, Mr. Moody ? 

Mr. Moopy. It does. I thank you, gentlemen. I know you are 
probably just as tired as I am. 

Mr. Mitxs. We thank you for your appearance and the information 
given the committee. We are sorry it was so long before we could 
get to you, but we have had a long calendar and many questions. 

Mr. Moopy. I think Congressmen are marvelous. Your endurance, 
both mental and physical, is beyond my conception. 

Mr. Sapiax. Might I say, Mr. Chairman, that I was very much 
impressed by Mr. Moody’s fine presentation. He has certainly left 
food for thought. I did not recognize immediately, at the outset, the 
place of his birth. I am delighted to learn that he was born 16 miles 
away from my home. 

Mr. Moopy. That is right. Bill Purtell, one day, when I was testi- 
fying before the Senate committee, said, “Oh, that darn nutmegger.” 
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Mr. Sapiax. Might I put this question to you, Mr. Moody. I do 
not put this question facetiously. As I expressed myself earlier to- 
day, this is a very difficult situation for all of us, and I think perhaps 
even more difficult for me. 

I look back and I see the transition that we had in this country from 
the icebox to the refrigerator. I wonder if there is not some analogy 
between what we have in the coal industry and in the oil industry. 

In the final analysis, it seems to me that the users are the ones who 
are going to decide the issue. I say again I do not bring this forward 
here at 6 o’clock at night facetiously, but I wonder if we are not fol- 
lowing that same pattern in this history of our Nation. 

Mr. Moopy. Would you mind my trying to answer you? 

Mr. Sapiak. Yes; I would be happy to hear your comment. 

Mr. Moopy. It is so late now a couple of minutes would not make 
any difference. Weare discussing here this particular problem in this 
half-pint bottle that was used for better purposes, and not the ordi- 
nary production of petroleum products . 

We make no contention against the production of petroleum prod- 
ucts domestically. We think here we an a peculiar and particular 
product. You have heard no word from any of us concerning the oil 

yroducers of the United States. We are good friends with them. 
hey sit here with us. That is not our problem. That becomes a mat- 
ter of competition on price and convenience, and acceptability. 

But this is not that kind of a product. This goes into your meas- 
ured, whole markets where we do have the fuel that, to our minds, to 
the minds of our users—like Ken Applegate of Hartford Electric 
Light & Power Co., whom you know keeps that big batch of coal on 
the south side of their electric plants, inh you know they use the coal 
except when this stuff is dumped on them at a price siloie anything 
we can do with coal. Actually, Ken will tell you that his boilers last 
longer, he gets a steady, better production of power from coal, he be- 
lieves he prefers coal as a fuel in the production of power, and can 
produce power comparatively cheaper under ordinary circumstances, 
unless he is up against this thing. 

Our contention is that if the refineries of the Dutch West Indies 
and the Venezuelan group did refine their crude in the same manner 
that they do here in Philadelphia or at Bayonne, then you would have 
only 20 percent of that stuff out of your crude instead of 60 percent, 
which is below what we are asking with this 10-percent quota. 

If they just refined it in the same manner as your domestic oil com- 
panies, if they would do that voluntarily, they would more than take 
care of our request. It is that peculiar setup that you run into in this 
group of sane of tremendous power, in this Congress, or anywhere 
else in the world of trade, and they have just, as I said, cloaked them- 
selves with respectability by coming in on this trend, this whole emo- 
tional setup that we have in this country that we have to take care of 
everybody. As Henry Wallace said, “we are going to have to send 
milk to the Hottentots.” Boy, we are taking care of all the Hottentots 
in the world, and we are forgetting that we have some fine, first-class 
citizens in States like West Virginia, Virgina, Ohio, Pennsylvania, 
New York, and a lot of other States that have some real fine people. 

I would like to take care of them first. 

Mr. Muus. Thank you, Mr. Moody, for your testimony. 

57600—55—pt. 2——14 
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Mr. Moopy. Thank you, Mr. Chairman, and members of the com- 
mittee. 

Mr. Miis. The next witness is Mr. Harry See. 

For the record, would you please give your name, address, and the 
capacity in which you appear? 


STATEMENT OF HARRY SEE, NATIONAL LEGISLATIVE REPRESENT- 
ATIVE, BROTHERHOOD OF RAILROAD TRAINMEN 


Mr. See. Mr. Chairman, and members of the committee, my name 
is Harry See, and I am national legislative representative of the 
Brotherhood of Railroad Trainmen, with offices at 10 Independence 
Avenue SW., Washington 24, D. C. 

The headquarters of the brotherhood are located in the Standard 
Building, Cleveland, Ohio. We represent brakemen, yardmen, con- 
ductors, switchtenders, train baggagemen, and other classes of em- 
ployees on railroads. The brotherhood has approximately 200,000 
members in train and yard service in the United States and Canada. 

The brotherhood generally supports the principle of reciprocal 
trade, until such time as it begins to make serious inroads on the 
stability of our national economy. When even a small portion of our 
economy is threatened, we feel that a closer look should be taken at 
our international trade agreements. 

I have in mind specifically the coal and transportation industries 
and that part of our trade setup dealing with the importation of 
residual fuel oil. I appeared before this committee in May 1953, and 
acquainted its members with the loss in employment in only one 
section of the country that can be related to the unrestricted importa- 
tion of residual oil. Today the situation has grown worse. 

The latest available M-300 report of the Interstate Commerce Com- 
mission, which is the wage statistics of class 1 railroads, is for 
October 1954. It indicates a total employment of road train and 
engine employees and yard employees of 246,253. When I last 
appeared before this committee in May 1953, the M-300 for that 
month indicated a total employment in the same classes of service 
of 267,475. In the one-and-a-half-year period employment has shrunk 
13,222. 

A major portion of this decrease in employment in the transporta- 
tion industry is caused by the continued drop in the production of 
and hauling of coal. 

To concretely illustrate this deterioration in the coal and transpor- 
tation industries, let me first state that in the ml 1954 this country 
imported 128,327,160 barrels of residual oil. This figure is equal to 
30,557,500 tons of coal. Using the average figure of 60 tons of coal 
per carload, this would translate the 128,327,160 barrels of oil into 
509,291 carloads of coal. 

To realize how much of an effect this has on employment, we must 
first take a look at the decrease in the carloading of coal in the three 
major coal regions. 

In the eastern region, for the year 1952, there were 1,170,489 cars 
of coal loaded. In the year 1954, in this same region, only 903,222 
cars were loaded; a decrease in the 2-year period of 267,267. 
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In the Allegheny region, 1,657,472 cars of coal were loaded in 1952, 
while in 1954 carloadings totaled 1,367,062, a decrease of 290,410. 

In the Pocahontas region in the year 1952 carloadings of coal totaled 
1,831,106, while in 1954 they amounted to 1,485,409, a decrease of 
345,697. The combined decrease of carloadings of coal in these three 
regions for 1954 as compared with 1952 totals 903,374. 

So far we have discussed only the drop in total carloads of coal. To 
carry the translation further in terms of railroad manpower, the loss 
of 903,374 carloads would equal 1,130 trains, using 80 cars per train 
as an average number. 

This is still not the ag een picture, however, for so far we have 
spoken only of carloads of coal lost. As you well know, the other 
side of this movement is the bringing of empty cars to mines for the 
transportation of coal to consumers. 

To determine the total number of trains and crews displaced by this 
operation, the number of 1,130 trains must be doubled, since there 
would be a like number of movements of empty cars to the mines 
before there could be the same movement of loaded cars out of the 
mines, 

We thereby see that actually 2,260 trains are affected. To continue, 
the average haul from mine to consumer is 300 miles. Crews are paid 
on a 100-mile-a-day basis. The number of trains affected then be- 
comes 3 times the above figure, or 6,780. 

Since 5 men constitute a train crew, the astounding total of 33,900 
man-days lost is realized. This figure applies, you will recall, only 
to the three coal regions mentioned above, the Eastern, Allegheny, 
and Pocahontas, and does not by any means indicate total loss in 
railroad employment as a result of all the residual oil imported. 

The above figure represents only road train and engine crews. It 
does not include the associated employment of yardmen or the large 
number of nonoperating employees used in connection with such 
traffic. 

I do not wish to leave the impression that every one of the man- 
days lost in these three coal regions is attributed directly to the im- 
portation of residual fuel oil. But it is a tremendous factor on 
certain railroads with a large coal-hauling business, such as the Penn- 
sylvania, New York Central, Western Maryland, Virginian, Chesa- 
pene & Ohio, Norfolk & Western, and the Clinchfield. We do not 
rave the decrease in employment for this period for each separate 
railroad, but if the committee desires that kind of information, the 
Interstate Commerce Commission is in a position to furnish it. 

I do have the specific figures for the Norfolk & Western Railroad. 
As of January 28, 1955, approximately 2,000 employees have been 
furloughed. Only 20 percent. of these employees are able to find jobs 
in other industries. Total employment on this carrier at high level 
employment is over 17,000. 

Between Christmas and New Year’s I visited Ervin, Tenn., which 
is the headquarters of the Clinchfield Railroad. This carrier is 
largely a coal-hauling road, more than half of its shipments being coal. 
An official of that company told me that the force had generally been 
reduced about 50 percent in the past 2 or 3 years, and that in some 
crafts, the reduction had been greater than 50 percent. 
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I feel this creeping inactivity in the coal industry, and its related 
effect in the transportation industry, are not in the interest of national 
security. If our country is ever again involved in another bloody 
struggle to maintain freedom, preparedness is foremost. The wis- 
dom of this is evidenced in the planning of the Department of De- 
fense, which is allotted the biggest share in the Federal budget. And 
it has not been too long ago that we cannot remember the fleet of sub- 
marines which lurked in the waters off the Atlantic coast, waiting and 
in many cases doing irreparable damage to our resources by sinking 
tankers loaded with oil and gasoline. 

If our Government should ever again sound the call for full-scale 
wartime production, complete utilization of industry and manpower 
would run into time-consuming snags in the railroad and coal in- 
dustries because of their present gradual decline, and the trickling of 
these employees into other industries and other areas. 

When I appeared before this committee the last time, I urged it to 
place a quota limitation on the importation of residual oil, and to ask 
the President to use his authority under the Trades Agreement Act 
to do likewise. I wish to restate my request at this time, and ask 
committee members to take a closer look at the effect this unrestricted 
importation has had on our industry, and urge you to not let another 
session of Congress pass without taking some corrective action. 

I thank you for your time and attention. 

Mr. Mis. Does that complete your statement, Mr. See? 

Mr. Sez. That completes it, yes, sir. 

Mr. Mitts. We thank you for your appearance and the testimony 
you have given the committee. 


Mr. See. Thank you. 


(The following resolution was later submitted by Mr. See for the 
record :) 


GRAND LODGE, BROTHERHOOD OF RAILROAD TRAINMEN, CONVENTION RESOLUTION 


ADOPTED AT THE INTERNATIONAL CONVENTION, MrAmiI BEACH, FLA., SEPTEMBER 
22, 1954 


RECIPROCAL TRADE AND RESIDUAL OIL SHIPMENTS TO THE UNITED STATES AND CANADA 


Whereas the Brotherhood of Railroad Trainmen has long been on record 
favoring such international trade relationships as are mutually advantageous, 
and 

We are firmly committed to that approach toward international trade which 
strengthen the ties binding friendly nations, seeking thereby to promote the 
common defense against antidemocratice forces, and 

We recognize the need of the United States and Canada for many raw mate- 
riais and certain finished goods to maintain our industries and promote our 
standards of living, yet 

We note the existence of a situation that does none of these things, namely, 
the movement to our shores of residual oil, which is shipped to us by certain 
large oil corporations at large profit to them, and 

This is done because residual oil is a surplus commodity in these foreign 
countries where its production is by underpaid workers, a product of cheap labor 
whose uneconomic production costs make it possible for residual oil to displace 
coal produced in the United States and Canada by union labor paid a living 
wage and moved by union railroad labor from the mines to the centers of indus- 
try, and 

This situation has made many thousands of workers both in mines and on the 
railroads unemployed at times when other jobs are not available, and 

This is a national disaster: Now, therefore, be it 

Resolved by the Brotherhood of Railroad Trainmen, That this convention de- 
plores the shipment of residual oil under these conditions, and seeks its removal 
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from reciprocal trade agreements. To this end, a copy of this resolution shall 
be sent to the President of the United States, the Secretaries of State, Commerce, 
and Labor, both Houses of Congress for transmission to their appropriate com- 
mittees, and to the Prime Minister of Canada, the Minister of Trade and Com- 
merce of Canada, and to the President of the United Mine Workers of America. 

Mr. Mitus. The next witness is Mr. Harry B. Hilts, secretary of 
the Empire State Petroleum Association. Will you please give your 
name, address, and the capacity in which your appear, for the record? 


STATEMENT OF HARRY B. HILTS, SECRETARY, EMPIRE STATE 
PETROLEUM ASSOCIATION 


Mr. Hiurs. I am Harry B. Hilts, secretary of the Empire State 
Petroleum Association, 122 East 42d Street, New York 17, N. Y. 

Our members are petroleum distributors, small-business men who 
have grown and prospered under our American system of competi- 
tion—competition which sometimes may be tought to meet but which 
has given the consumer in this country the highest quality products at 
the lowest cost. 

Again and again in recent years, we have been called upon to 
protect ourselves from proposed restrictions on our freedom to com- 

te. Again and again we have successfully defended our customers 

rom dictation as to their choice of fuel. And now, once again, the 
coal industry seeks to limit the importation of residual fuel oil in an 
effort to force the use of coal on consumers. 

The petroleum industry prides itself on being progressive, and a 
good amount of that progress can be attributed to the small petroleum 
marketers such as are members of the Empire State Petroleum Asso- 
ciation. Are we then to be penalized for being progressive? 

Many years ago when coal was in the driver’s seat, before the rise 
of oil and natural gas and, most recently, the prospect of. atomic- 
power competition, the coal industry neglected to plow back any 
significant portion of its profits for research and modernization. Now 
that they have been bypassed by more progressive businessmen in 
other industries, they are asking the Government to restrain these 
industries from the normal, free conduct of their operations. 

There was a time when oil and coal used the same means of trans- 
portation. While coal plodded along in the same old rut, the oil 
industry found a new and cheaper means of transportation in pipe- 
lines, and in other ways streamlined the distribution of aaa 
products. 

Coal also soon fell behind in the promotion of that product, both 
industrywide and on a company basis. None of the coal-mining com- 
panies have approached the accomplishments of the oil companies 
in merchandising of their product for consumer acceptance. Even the 
smallest oil marketer has been more active and successful in promoting 
his own particular brand than the coal companies. 

Through their failure to meet the realities of competition, the coal 
producers lost many of their distributors who converted to the dis- 
tribution of oil. At this late date 1 or 2 companies are beginning to 
recognize the failure in this respect and to offer incentives to their 
distributors. 

The question then remains: Should inefficiency be protected at the 
expense of efficiency and progress which benefits the consumers of 





1574 TRADE AGREEMENTS EXTENSION 


petroleum products who include ultimately every man, woman, and 
child in the United States? 

Our members who sell fuel oil have a competitive problem of their 
own at the moment in natural gas. But we are not running to the 
Government for protection. We are meeting this competition by 
improving service and the desirability of the product we have to 
offer and by selling the advantages of that product. And we are not 
large companies, but small marketers with limited capital resources. 
We have enough faith in ourselves and in the competitive system to 
believe that we can find ways and means of meeting any fair and free 
competition from any source. But we’should no doubt find survival 
difficult in the face of Government intervention, such as suggested by 
the coal industry, that would restrict us for the benefit of our 
competitors. 

As marketers on the east coast we are particularly concerned about 
any efforts to restrict the importation of residual oil. The heavily 
industrialized States of the east coast use almost 100 percent of the 
imported residual oil and 50 percent of the domestic production. Most 
of these users cannot convert to coal and in other instances it would 
be too costly for them to do so. 

Restrictions of residual oil imports would seriously cripple a num- 
ber of distributors and would leave thousands of schools, hospitals, 
eet utilities, apartment houses, stores, bakeries, laundries, and all 

inds of manufacturers without sufficient supplies of fuel. Most of 
these consumers do not have the storage space or facilities for coal, 
so little benefit would accrue to the seat industry. The only recourse 


would be to gas or light oils, regardless of the increased expense 


involved. 

It is completely impractical and uneconomic for domestic refiners 
to attempt to refine additional quantities of residual fuel oil from 
the high grade of crude produced in this country. The grade of 
crude so far discovered in South American countries provides a large 
yield of residual and is available at a reasonable price for import to 
supply our industries and institutions. 

Certainly no product is more vital to our defense than petroleum 
which powers all the ships and planes, in fact, almost all the vehicles 
used in modern warfare, It seems to us that one of our best defenses 
is the preservation of our own domestic petroleum reserves and the 
development of foreign sources of supply, which are not necessarily 
cut off in time of war as the coal industry has suggested. 

Imported residual oil did not “disappear” during World War IT, 
as the coal industry has intimated. Rather, much of it was diverted 
from domestic to military use, with our fighting forces taking on 
some of their oo directly at Caribbean ports. The very fact that 
east coast distributors had furthered the development of the demand 
for foreign residual fuel oil is the reason this product was available 
E eo Forces when it was so sorely needed during World 

ar II. 

Residual imports to this country for domestic use were maintained 
at the following rates, in barrels per day, during the war years: 


102, 400 


Source: American Petroleum Institute. 
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Domestic consumption of residual fuel oil during that period in 
barrels per day, including residual oil used by vessels in foreign trade, 
was: 


DO ssiciesciiestscsieciscchitteaca a Fg I icici 1, 398, 900 
i istaca vk iichicesistepbiescipliiadalpaiaiise See Rehnaa netitiinseeaninnintpesinmncernice 1, 434, 000 
DPB an isinecsa adel 1, 279, 500 


Source: American Petroleum Institute. 


In a constantly expending energy market there is room for all 
who can take their place on the basis of economy and efficiency. 
The efforts of the coal industry to benefit through restriction of com- 
petition completely ignores the concept of progress through hard 
work, ingenuity and research. Can there be any justification for 
depriving our citizens of the advantages of a free progressive petro- 
leum industry or from discovering the advantages still to be derived 
from atomic power? This is not the way to win either a war or 
a peace. Actually it is the development of our resources and produc- 
tive capacity during peacetime that has made us successful in wartime. 
We must not in any way limit this development. 

We favor the Government’s investigating ways and means of help- 
ing the coal industry to adjust to our changing economy. We 
strongly and unequivocally oppose restrictions on our freedom to 
compete and on our customers’ choice of fuels which would result 
from proposed quotas on the importation of residual fuel oil. 

May we respectfully urge that you support President, Eisenhower's 
foreign trade program and the extension of the Reciprocal Trade 
Agreements Act for 3 years as provided in H. R. 1. 

Mr. Miits. Thank you, Mr. Hilts, for your appearance and the 
information given the committee. 

Mr. Hirts. Thank you, Mr. Chairman. 

Mr. Mitus. The committee will now stand adjourned until 10 o’clock 
in the morning. 

(Whereupon, at 6:30 p. m., the hearing was recessed, to reconvene 
at 10 a. m., the following day.) 
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TUESDAY, FEBRUARY 1, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON Ways AND Mzans, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in the main hear- 
ing room of the committee, House Office Building, Hon. Wilbur D. 
Mills (presiding). 

Mr. Mit. The committee will come to order. 

The first witness this morning is the Honorable John J. Riley, 
Member of Congress from South Carolina. 

Mr. Riley, we know you very pleasantly, but for the benefit of the 
record will you please give us your name, an address, and the capacity 
in which you appear. 


STATEMENT OF HON. JOHN J. RILEY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF SOUTH CAROLINA 


Mr. Ritey. Thank you very much. This is John Riley, represent- 
ing the Second Congressional District of South Carolina. 
dae days ago, Mr. Chairman, Congressmen from the southern zone, 
composed of South Carolina, Georgia, and Florida, met and asked the 
Honorable Henderson Lanham, of Georgia, to present certain facts to 
this committee concerning the textile industry, which is most im- 
portant to those three States. 

I was requested by the representatives from those three States to 
appear with Mr. Lanham and Mr. Haley, of Florida, in representing 
that area. 

Mr. Lanham will give you the details. I will mention 1 or 2 things 
in regard to my State. 

The textile industry provides 65 percent of the industrial income 
of South Carolina. The wages paid last year were more than $450 
million, and the average wage was $1.25 an hour, or better. 

You can readily understand that we cannot compete in the textile 
industry with too many imports which are produced at an average rate 
of 13 and 14 cents an hour, particularly when modern machinery is 
furnished to go with that low wage. 

Our people have made little or no profit in the last 3 years; they 
have maintained a steady employment in spite of that, but they cannot 
continue to provide steady employment if competition continues to 
increase as it has in the past few years. 

From information that I have, if the present rate of imports of 
textiles is continued, this year it will be five times what it was in 1953. 


1577 
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So I ask the committee in its wisdom to provide some safeguard in 
this bill to protect one of the major industries of our Nation and 
particularly of the New England and southern sections of the United 
States. 

Thank you very much. 

Mr. Mitus. Does that complete your statement ? 

Mr. Ritey. It does. 

Mr. Miuus. We thank you for your appearance and the information 
given the committee. 

Mr. Jenkins, of Ohio, will inquire. 

Mr. Jenxrns. I would like to ask a question. How does your tex- 
tile industry differ from the textile industry in New England with 
reference to wages? Are wages about the same? 

Mr. Rutry. I have no comparable figures. I simply mention the 
fact that our average wage is $1.25 an hour, from the information that 
I have and it is improving all the time. 

Mr. Jenxrns. You say that the textile industry is the biggest in- 
dustrial work in your State? 

Mr. Ritey. It comprises 65 percent of the industrial income of my 
tate. 

Mr. Jenxrns. You also stated that the tota] amount obtained in 
wages is about how many million? 

Mr. Ritey. More than $450 million a year. 

Mr. Jenkins. That is what the textile industry means to you? 

Mr. Riney. Yes, sir. 

Mr. Jenkins. How much does this threat that you are afraid of and 
we am all afraid of affect the country? Do you have it in dollars and 
cents ¢ 

Mr. Ritey. Mr. Lanham has the detailed status. I did not want to 
‘take the time of the committee. 

Mr. Mrius. Mr. Reed of New York will inquire. 

Mr. Reep. From what source abroad does your competition come? 

Mr. Ritry. More of it seems to be coming from Spain at the present 

‘time than any other area. 

Mr. Reep. You know what the wages are there? 

Mr. Rrxy. Thirteen cents an hour, so I am told. 

Mr. Reep. Thank you. 

Mr. Mrs. Mr. Simpson of Pennsylvania. 

Mr. Srmpson. Do you care to make suggestions as to what can be 
done to protect this industry ? 

Mr. Ritxy. There should be some limitation in my opinion, on the 
textile goods imported. 

Mr. Stwpson. You mean quotas? 

Mr. Rirry. Yes. 

Mr. Srwpson. Or tariff? 

Mr. Ritey. Well, if you lower the tariff that natura)ly increases the 
imports. 

Mr. Stmpson. This matter of tariff protection, I judge, is no lon z2r 
a sectional question, if it ever was sectional. 

Mr. Ritxy. No, sir; I never considered it sectional. We live ina 
protected economy in the entire United States. I don’t think that 
any phase of our economy is not protected to some extent. 

Mr. Simpson. For many years traditionally the tariff was viewed 
as a sectional problem by many people. 
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Mr. Rey. That is because our section is largely agricultural, but 
since it has become industrialized the situation has changed. _ 

Mr. Simpson. To the extent that that was the reason that it was 
sectional, that is changed now, because your section is becoming 
industrialized. 

Mr. Ritxy. That is correct. 

Mr. Srpson. Consequently you are here telling us now that you 
need to protect the business from unfair competition abroad; is that 
right? 

r. Rizey. Well, we have about reached the limit of our ability to 
produce if the competition from abroad becomes any keener. 

Mr. Stuprson. Thank you, sir. 

Mr. Mus. Are there any other questions? 

If not, we thank you, Mr. Riley, again, for the testimony and infor- 
mation given the committee. 

Mr. Rizy. Thank you, sir. 

Mr. Miixs. The next witness is the Honorable James E. Van Zandt. 

We know you quite well, but for the benefit of the record will you 
give your name and address and the capacity in which you appear. 


STATEMENT OF HON. JAMES E. VAN ZANDT, A REPRESENTATIVE 
IN CONGRESS FROM THE THE STATE OF PENNSYLVANIA 


Mr. Van Zanpr. My name is James E. Van Zandt, representing 
the 20th District of Pennsylvania. 

Mr. Miits. You are recognized, Mr. Van Zandt. 

Mr. Van Zanpr. Mr. Chairman, I appreciate the privilege of ap- 
pearing before this committee. 

When I first came to Congress in 1939 I opposed reciprocal trada 
agreements on the grounds that they were destroying the jobs of coal 
miners in my congressional district in Pennsylvania. At that time, 
imported Russian coal had captured some of the eastern seaboard 
coal markets from coal producers in my congressional district. 

During the early part of World War II, and before resigning my 
seat m Congress to return to military service, I supported the exten- 
sion of reciprocal trade agreements in the 78th Congress because we 
were at war and the demand for coal revived our coal industry. 

When I was elected to the 80th Congress I voted in favor of extend- 
ing reciprocal trade agreements with the understanding that American 
industries would be protected from unfair competition resulting from 
a flood of cheaply manufactured foreign goods. 

For example, in Pennsylvania residual oil from Venezuela was 
beginning to flood the eastern seaboard, thus destroying the market 
for Pennsylvania-minded coal. 

During the 82d Congress I voted to extend reciprocal trade agree- 
ments because there was contained therein the so-called peril-point 
amendment which was designed to provide a check rein on imports 
that could destroy the jobs of American wage earners. 

During the 83d Congress I joined many of my colleagues in an 
effort to stop the uncontrolled flow of foreign goods. 

Many of you will recall we were supporting the Simpson bill. My 
special interest was in regulating the flood of foreign residual oil by 
placing a quota limitation on the importation of such oil. As many 
of you will recall, the Simpson bill was returned to the committee. 
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During the early part of 1954, the so-called Randall Committee was 
created and took testimony from spokesmen for industries adversely 
affected by the importation of cheaply manufactured foreign goods. 

I regret to state that the coal industry was denied the opportunity 
to present its side of the case. Consequently, the Randall Committee 
merely performed a “window dressing” job and actually by their 
recommendations threw American wage earners to the wolves. 

Mr. Chairman, I voted against the extension of reciprocal trade 
agreements last year, and I intend to continue to do so until the inter- 
est of the American workingman is protected. 

As a means of attaining the jects of protecting the jobs of 
American workmen, I have three bills pending before this com- 
mittee ; namely, H. R. 345, H. R. 864, and H. R. 3019. 

H. R. 345 is designed to provide a 5-percent quota limitation on im- 
ports of foreign residual oil, while H. R. 3019 would increase the limi- 
tation to 10 percent. 

H. R. 864 provides a permanent procedure for the adjustment of 
tariff rates on a selective basis and regulates the flow of imported 
articles on a basis of fair competition with domestic articles. 

H. R. 864 also contains a 5-percent quota limitation on imports of 
foreign residual oil. 

If hearings are scheduled on these three bills, now pending before 
this committee, I am prepared to a in support of their objectives. 

Mr. Chairman, I am opposed to H. R. 1 because it will continue the 


disastrous effects on our economy by the reckless importation of for- 
eign goods manufactured at a fraction of the wages paid American 


workmen. 

For the past several days this committee has heard expert testi- 
mony from spokesmen for various industries regarding the adverse 
effects reciprocal trade agreements are having on our industrial econ- 
omy. These experts produced facts showing that the employees of 
the industry affected not only lost their jobs, but many of the manu- 
facturing plants have been driven to financial distress and, in some 
instances, were forced to close their doors. 

You have heard from spokesman for the coal industry and how the 
flood of foreign residual oil from Venezuela has destroyed the domes- 
tic coal markets of the miners in Pennsylvania, Maryland, and West 
Virginia. 

Back in 1939 when I first voiced my opposition to the importation 
of slave-mined Russian coal and other cheaply manufactured foreign 
products, I predicted that such a reckless policy would create ghost 
towns out of many communities in my congressional district, and 
throughout the Nation. 

Mr. Chairman, my prediction in 1939 has become a reality. Prac- 
tically all of our deep mines in central Pennsylvania are closed and 
thousands of miners Sen been out of work for several years. 

In fact, many mining towns have been abandoned and their empty 
and dilapidated rows of houses stand as a monument to the destructive 
effects of the importation of foreign residual oil. Because they have 
nowhere to go, there are only a few of the unemployed in the coal- 
fields of central Pennsylvania that have left the area. The result 
is that today, according to the United States Department of Labor, 
my congressional district is classified as a critical area because of the 
fact that nearly 18 percent of the civilian labor force is unemployed. 
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This unemployment is not confined to coal miners, but includes 
those employed in affected related industries, such as the railroads. 

Mr. Chairman, in my hometown of Altoona, Pa., nearly 10,000 
people are unemployed, 6,000 of whom are railroad employees with 
4,100 of this number having exhausted their rights on January 10, 
1955, to railroad unemployment insurance benefits. 

A similar condition exists among coal miners and others who have 
lost their right to unemployment-compensation benefits from the State 
of Pennsylvania. 

Mr. Chairman, every community in my congressional district has 
an active committee engaged in trying to attract new industries and 
millions of dollars have been raised by voluntary subscription to 
finance this long-range program of rehabilitating the industrial 
economy of the area. 

While this united community effort goes on, thousands of my con- 
stituents—all good Americans and victims of this reckless forei 
trade policy—are today dependent for their existence upon public 
assistance and surplus food commodities. 

I regret that every member of this committee is unable to talk to 
these unemployed Americans as they stand in line to pick up their 
food coupons. If it were possible for you to talk to them, you would 
hear the pitiful story of their plight as citizens of a nation that boasts 
of its high standard of living. 

As I mentioned a moment ago, communities affected by unemploy- 
ment in cooperation with the State and Federal Government are 


endeavoring to rehabilitate their economy by attracting new indus- 
tries. The unemployment situation, however, is getting worse as 


mines continue to close and more miners and railroaders are losing 
their jobs. 

While this unfortunate situation prevails in the United States, 
residents of Venezuela which is the chief exporter of residual oil, 
are enjoying unbridled prosperity. 

Let me read you Hal Boyle’s syndicated column of January 24, 
1955, titled “Venezuela Seen as the Texas of South America”: 


Leaves from a cruising notebook: Venezuela today is the Texas of South 
America. 

So much money is being made here that visiting Texans actually get an 
inferiority complex, and the United States dollar feels like 50 cents. 

Just to be sure he wouldn’t be mistaken for an ordinary bum, one new million- 
aire from the interior of the country came to town with calling cards that bore 
this message printed after his name: “Capital: 6,000,000 bolivars.” That's 
nearly $2 million. 

There is so much wealth flowing around that even tourists get a break. If 
you kick a diamond out of a rock here, the Government lets you keep it tax free 
unless it is worth more than $1,700. You can also go pearl diving and Keep any 
pearls you find. 

The visitor has a dazed sensation he is caught in a midcentury Klondike gold 
rush. The atmosphere of quick money is overwhelming, and tales of riches made 
overnight are a bolivar a dozen. 

Venezuela is bigger than Texas and Oklahoma combined and larger than any 
European country except Germany. Its chief income is from oil—no land except 
the United States produces more—but it also has iron-ore deposits rivaling the 
famed Minnesota Mesabi range. It also has cowboys, and Indians, 16,000-foot 
tall mountains, jungles, beach resort, and the world’s highest waterfalls. 

Although the nation has a population of only 514 million, the Government 
spent half a billion dollars in 1954 on vast public works projects and still ended 
up with $80 million left in the till. Its huge modernization program calls for the 
future expenditure of $800 million alone for a new 2,640-mile railway network 
to open inland mineral and agricultural areas for further development. 
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I will skip along here and conclude by saying: 


But the city has abysmal poverty as well as tremendous wealth. The shanties 
of the poor still crowd many of the raw red hills that stud Caracas. The gov- 
ernment has torn down thousands of these eyesores and replaces them with 
forty 15-story apartment buildings at a cost of $24 million. Workmen can rent 
the apartments for $6 to $30 a month, own them after a period of 20 years. 

Mr. Chairman, what a contrast it is to compare living conditions 
in Venezuela with the coal fields of Pennsylvania. 

May I add that the prosperity enjoyed in Venezuela is to a great 
extent at the expense of the misery and suffering of residents of the 
coal-producing States of our Nation, and especially of my congres- 
sional district. 

At this very minute a quarter-of-a-million-ton tanker ship is tied 
up at an east-coast dock, carrying disaster to the coal, railroad, and 
related industries of this Nation, in much the same manner as rat- 
infested vessels brought disease into our port cities in years gone by. 

This foreign tanker with its bunker space filled with residu i] oil is 
dumping it in violation of every American concept of fair competition. 

As a matter of fact, even if the miners of our Nation would work 
for nothing and the railroads transported the coal for practical] 
nothing, the coal industry could not compete with this unfair compet- 
tion from foreign residual oil because its price is continually manipu- 
lated downward to capture the eastern seaboard coal market. 

Mr. Chairman, it is being said in defense of residual oil that the oil 
companies have been requested to restrict voluntarily the amount of 
residual oil imported quarterly, 

It has also been said that if any restrictions are placed on the im- 
portation of foreign residual oil, that we will offend Venezuela. 

Let me state, Mr. Chairman, that every time a coal miner leses his 
job because of unfair competition from foreign residual oil, a rail- 
roader has also been added to the list of the unemployed. 

As far as I am concerned, it is about time we start adopting some 
of the policies foreign nations apply against us in protecting the jobs 
of their industrial workers. 

Mr. Chairman, H. R. 1 will not correct the unemployment situation 
by affording the necessary relief to distressed industries, and, there- 
fore, I cannot conscientiously vote for it. 

No doubt H. R. 1 will be sent to the floor under a closed rule pro- 
hibiting any amendments, thereby denying us as representatives of 
the American people the opportunity to translate their wishes into law. 

Mr. Chairman, those of us who represent coal-producing States 
recognize foreign residual oil as the arch enemy of our industrial 
economy. 

Therefore, I plead with you that during your consideration of 
H. R. 1 that you will amend its language to include a 10 percent quota 
limitation on quarterly imports of foreign residual oil. 

If this committee will adopt such an amendment, you will be grant- 
ing a large measure of relief to the unemployed coal miners and 
railroaders in my congressional district, and the Nation at large. 

Mr. Mitxs. Does that complete your statement ? 

Mr. Van Zanpr. Yes. 

Mr. Miiis. We appreciate your appearance and the information 
given the committee. 

Mr. Reed of New York, will inquire. 
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Mr. Reep. I want to congratulate you, sir, on the vivid picture you 
have painted of the distress in this area. 

I want to ask you this question: These miners that you speak of 
that are out of employment are high-class citizens, are they not ¢ 

Mr. Van Zanprt. Definitely so. 

Mr. Reep. They have their homes and all the sentimentality that 
goes with a home? 

Mr. Van Zanpvrt. That is correct. 

Mr. Reep. That word “home” is a very dear term in the United 
States and it is stabilizing influence in the United States. 

Now, there has been a proposal made here which comes out of the 
Randall Commission—although the Randall Commission did not 
adopt it, but it was presented there—of creating a large fund, and in 
any of these communities, such as you have been describing, that are 
put out of work as a result of imports such as residual oil, this pro- 
posal is that the Government step in and move those people to some 
other part of the United States where they think they could make a 
living. 

What do you think of that proposal ? 

Mr. Van Zanpr. I think it 1s un-American. 

Mr. Reep. So do I. 

Mr. Van Zanpt. I think in this country we have indoctrinated our 
people with the idea of establishing a home, building a family. When 
you tear them away from the roots of their home and their friends 
and their community and the community environment, then I think 
it is un-American. 

Mr. Reep. It certainly is, and it is tragic, I think. There is one 
thing that I do not think you brought out. We had testimony here 
yesterday from a reliable source that Venezuela sets up tariffs against 
everything that we try to ship into that country. 

Mr. Van Zanpt. I read about that in the past few days. I think 
you will find that is typical throughout the world. 

Mr. Mitus. Mr. Simpson of Pennsylvania will inquire. 

Mr. Srvpson. Mr. Van Zandt, I, too, want to commend you for 
presenting the argument which you have to the committee this 
morning. 

My district adjoins yours and a large part of that which you find 
applicable to your district also applies to a portion of my district and 
I subscribe to everything you have said. 

You have constructively made a suggestion and you have put 
legislation in which would provide some relief. 

One bill would provide that a 5 percent quota limitation apply, and 
the other a 10 percent quota limitation upon the importation of 
residual oil. 

Have you figures that would show us the result of the application 
of either or both of those bills? 

Mr. Van Zanpt. Yes. Before I answer your question, Mr. Simpson, 
let me point out that when residual oil took over the eastern seaboard 
coal market, they practically destroyed the market of the mines in 
parts of Pennsylvania, Western Maryland, and West Virginia. 

So, looking at this area as a whole, a 10 percent quota limitation 
would restore a lot of jobs in this 3-State area. 

Now, for an illustration, a 10 percent quota limitation would mean 
that 9,400 jobs would be restored to coal miners in the 3-State area. 
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Ninety-four hundred jobs are a lot of jobs in the coal-mining 
industry. 


Mr. Srmpson. I should say it is. 5 er that information that 


you have bears on the same point. ould you like permission to 
put in in the record ? 


Mr. Van Zanpt. I would, yes. 


Mr. Mus. Without objection, the table may be inserted in the 
record. 


(The material referred to is as follows :) 


Residual fuel oil imports in 1954 


Difference be- 
Had raperts “o. ao 
been under 2) an > 
Aon pee quota of or revenues 
for moemuine- 10 percent less | wages, and jobs 
ture arid bunker and that would 
reexport for manufac- have been 
— ture and saved had 
reexport quota been in 
effect in 1054 


(2) (3) 


Coal equivalent (thousands of tons) . 1 
Bituminous coal revenue loss (thousands of dollars) --- - - 

Miners wages lost (thousands of dollars) 

Jobs lost to miners (number) -_..-........--------------- 

Freight revenue loss to railroads (thousands of dollars) -- , 
Railroad workers wages lost (thousands of dollars) 16, 


Source: Basic data from Bureau of Mines and Interstate Commerce Commission. 


Mr. Mius. We thank you again, Mr. Van Zandt, for your appear- 
ance and the information given the committee. 

Mr. Van Zanvt. Thank you, Mr. Chairman. 

Mr. Mus. The next witness is our colleague, Hon. Thomas J. Lane. 
Mr. Lane, we know you well but for the record will you follow the 
customary procedure and identify yourself? 


STATEMENT OF HON. THOMAS J. LANE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MASSACHUSETTS 


Mr. Lang. Mr, Chairman, the case for the extension of reciprocal 
trade has one fatal weakness; it cannot explain away the harm that 
would be done to the American textile industry (in company with 
some other oe by forcing it to compete in our domestic mar- 
ket, with foreign goods produced at a fraction of our labor costs. 

The wage gap cannot be rationalized into balance. 

a protection is stripped away from those of our industries that 
need it. 

With their eyes on export opportunities for some industries, the 
supporters of reciprocal trade would sacrifice textiles, watchmaking, 
fishing, and other industries. 

They would sell out our textile industry to Japan, giving up our 
self-sufficiency, and making us dependent upon other nations for 
the cloth we once manufactured ourselves—just to provide extra export 
markets for “favored industries” under the guise of international 
cooperation. 
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And what of the tens of thousands of Americans who would be 
added to the labor surplus existing in so many of our textile manufac- 
turing communities ¢ 

Studies prove that these middle-aged unemployed are not absorbed 
by growth industries. These few who do find other work, have to 
back down into jobs that barely pay the so-called minimum wage— 
better known as the starvation wage. 

Our duty is toward our own people first—even unto the least of 
them. 

Not to “give away” a vital but hard-pressed industry, just to pro- 
mote international goodwill. 

Gentlemen, I ask you not to dodge this fact. Look at the labor- 
surplus areas in the United States. Observe how many of them are 
depressed textile communities. 

Consider the inevitable damage you would inflict upon these com- 
munities by opening the gates to competing imports produced at one- 
half to one-tenth of the wages necessary to maintain the average 
American worker’s standard of living. 

And ask yourselves if there is any possible justification for doing 
this to the people of our textile communities. 

The gross hourly earnings of the textile industry in the United 
States, ranges from a high of $1.59 in Connecticut, to a low of $1.22 
in Alabama and Georgia. 

This disparity has brought real hardship to New England textiles. 

But if we have to contend with unlimited competition from low- 
cost imports, our situation will become hopeless. 

On this, the battling factions of the American textile industry join 

ranks in united opposition to reciprocal trade. 

Reciprocity would be impossible. 

The traffic would be all one-way, an invasion of our home market 
by foreign textiles that would put most of our mills out of business 
a would add to the critical unemployment prevailing in this 
industr 

For the mills in Georgia and Alabama could not compete with the 
mills in Great Britain that pay only 45.4 cents per hour—or those in 
Japan whose labor costs are at the impossibly low level of only 11.9 
cents per hour. 

And if these fatal figures are 1fot enough to convince you that recip- 
rocal trade would be a death sentence for our textile industry, I put 
to you this further challenge: Why should we encourage imports of 
those manufactured goods that we are overproducing ourselves ? 

It would be just as senseless and inhuman to import agricultural 
commodities, at half price or less, to add to our own surpluses. 

We, from the textile areas, demand the same consideration in our 
domestic market as that enjoyed by agriculture which has the “protec- 
tion” of Government supports. 

We submit that it is grossly unfair, and dangerous, to coddle one 
industry and abandon another. 

Those who beat the drums for free trade slide over the fact that 
we cannot compete with slave-labor products that are admitted to the 
American markets without abandoning our own progress and retreat- 
ing to the 19th century. 

They also ignore the fact that there is no such thing as unlimited 
= 

57600—55—pt. 215 
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We have laws on our own books to guarantee a minimum wage that 
is already considered to be inadequate. 

That minimum will soon be raised, and rightly so. 

The extension of reciprocal trade would result in the cancellation 
of that law by indirection. It is a thinly disguised move, among other 
purposes, to increase Japanese textile exports to the United States at 
the expense of our own textile industry. It would drive mills and 
workers out of business. 

Bringing back all the abuses of unfair competition. 

Healthy trade depends upon the import of those products or mate- 
rials that we need and the export of such goods as others want from us. 

We cannot risk the delegation of arbitrary authority over such 
matters through the medium of a “blank check.” 

Where it is clear that some industries will be hurt, they must be. 
given some protection in the national interest. 

We oppose extension of reciprocal trade as being teo large a grant 
of power. 

The American textile industry needs sympathetic understanding 
and assistance from the Federal Government in place of the. proposed 
legislation, which threatens its survival. 

Mr. Mitts. Have you completed your statement ? 

Mr. Lane. Yes, Mr. Chairman, I have. Thank you for your kind. 
attention. 

Mr. Mirzs. Thank you for your statement. It shall be of great; 
help to us. 

Mr. Mitxs. Our next witness is Congressman Robert Hale. 

We know you very well, Mr. Hale, but for the record will you state. 


your name, address, and the capacity in which you appear. 


STATEMENT OF HON. ROBERT HALE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MAINE 


Mr. Hate. My name is Robert Hale. I represent the First Maine. 
District, comprising the four southwestern counties of the State of 
Maine. 

Mr. Mitts. You are recognized, Mr. Hale. 

Mr. Hare. Mr. Chairman and gentlemen of the committee, thank 
you for permitting me to appear here? 

I appear here today as one who has voted for the reciprocal-trade- 
agreement program ever since I came to the House in 1943. I have. 
done so because I never believed in the old-fashioned way of writing: 
tariffs in the Congress. 

I am not, however, at all satisfied with the way the reciprocal- 
trade-agreement program has worked because the trade agreements 
have never been truly reciprocal. That is to say, as long as a most- 
favored-nation clause is operative, the agreements were net tailor made 
to fit individual situations, but each agreement was distorted to a 
degree at least by some other agreement. 

Furthermore, I think that the committee should now take cogni- 
zance of the fact that the United States is no longer a distinctively. 
high-tariff country. I believe that many countries have much higher. 
tariffs than the United States. 

I subscribe to the general principle of “Trade Not Aid’ which. 
makes a very good slogan. 
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I also subscribe to the elementary economic principle that all trade 
is sooner or later at least a 2-way affair, when it is not a 3-, 4-, 5-, or 
6-way affair, according to the number of nations which participate in 
the total transaction. 

However, when we speak of “aid,” I should like to emphasize the 
fact that when the United States gave Marshall-plan aid to a foreign 
country the sums thus made available to the foreign country were 
raised by taxation on all the people of the United States. 

If, however, we are talking aa a heavy import program of, say, 
Japanese textiles, the effect may be to wipe out the textile industry 
in my part of the country, New England in general, and Maine in 
paiticilen: which means that the cost of the program is not distributed 
over all taxpayers, but is unfairly focused on the investors and em- 
ployees of one particular industry, the textile industry, plus related 
industries like the textile-machinery industry. 

In short, we should not overlook the fact that trade may be aid 
by a particular American industry to a particular foreign industry. 

I do not think that this committee should report a bill which gives 
the President unfettered discretion to reduce tariffs because in the 
industries which principally affect the economy of my area, tariffs are 
already amply low enough. In some textile industries there is already 
competition from Japan and other countries which threatens the life 
of local concerns. 

A reduced tariff on fine papers and book papers would threaten that 
industry which has two major units in the district which I represent. 
I do not believe that this committee wants to take the responsibility 
of destroying the textile industry in New England and the Southern 
States, or even of placing it in serious jeopardy. 

I do not go to the point of saying that no tariffs should be lowered. 
But if any tariffs are to be lowered, I think we should proceed with 
the greatest caution and not single out any American indiust ry which 
has to die in order to enable a foreign industry to survive, or even 
to prosper. 

Mr. Mitts. Does that complete your statement / 

Mr. Harz. That completes my statement. 

Mr. Mitts. We thank you for your appearance and the informa- 
tion given the committee. 

Mr. Reed of New York wil inquire. 

Mr. Reep. I congratulate you on a very clear statement. I would 
be interested to know how many textile industries there are in the 
State of Maine? 

Mr. Hare. There are a lot. Of course, there is the cotton-textile 
industry, the woolen-textile industry. There were some silk mills, at 
least. one silk mill. 

How many different companies have mills in Maine, I could not 
say offhand. 

Mr. Reep. Can you give me an estimate of how many employees 
there are in the textile industry of Maine? 

Mr. Hatz. I can readily furnish the committee with those figures, 
but in the absence of having exact figures, I would not want to guess. 

Mr. Reep. What I am getting at is that the payrolls of all these 


industries in your State really support the various communities; do 
they not? 
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Mr. Hate. Let me put it this way: The city of Biddeford, which 
is a town of about 20,000 people, is almost entirely dependent on the 
Pepperell Manufacturing Co., the York Manufacturing Co., and the 
Saco-Lowell Co., which makes textile machinery. 

The textile machinery and textile business is so closely allied you 
can’t keep them apart. 

The town of Sanford in my district, which is the home of Goodall- 
Sanford Co., which make the Palm Beach suits, have lost their big 
industry and unless they can get some other industries they will not 
be able to hold the population in the town. The people are already 
going away. 

The city of Westbrook in my district, which is a city of about 
15,000, the Dana Warp Mills and the S. D. Warren Paper Co., fur- 
nishes the livelihood of the town. The S. D. Warren Paper Co., is 
1 of the 2 units in the bookpaper industry that I mentioned. 

Then in the town of Brunswick, which is a town of 10,000, there is the 
Verney Mill, which is the major source of employment in that they 
make rayon and synthetic rayon and synthetic fibers. 

In other parts of Maine, Lewiston, Waterville, and Augusta, very 
largely, all good-sized cities, and in many smaller towns, they are 
almost entirely dependent on the textile industry which grew up in 
the early and middle part of the 19th century. 

They have been nourishing and sustaining the people of our com- 
munity for a century. 

Mr. Reep. The proposal which has been made before this commit- 
tee that the United States should assume the burden of rebuilding and 
removing of many of your towns to other parts of the United States 
would hardly be the answer ? 

Mr. Hate. That is a completely impractical program. In towns 
like Sanford, Maine, the mills are closed. The people don’t wait to 
have the Government move them; they move themselves and they 
move to wherever they want to go. 

Mr. Reep. You have drawn a picture which prevails pretty much 
all over the country. 

Mr. Mitts. Mr. Jenkins, of Ohio, will inquire. 

Mr. Jenkins. I want to compliment you, especially on the last 
sentence in your statement, and I think it ought to appear twice in 
the record. This is it: 

I think we should proceed with the greatest caution and not single out any 
American industry which has to die in order to enable a foreign industry to 
survive or even to prosper. 

Let me also say I agree entirely with your statement. 

Mr. Miiis. Are there any further questions ? 

If not, the committee appreciates your appearance, Mr. Hale, and 
the information given to the committee. 

Thank you very much. 

Mr. Mrus. The next witness is our colleague, Hon. Bernard W. 
(Pat) Kearney. Mr. Kearney, we know you well, but for the record 
will you follow the customary procedure and identify yourself. 
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STATEMENT OF HON. BERNARD W. (PAT) KEARNEY, A REPRE- 
SENTATIVE IN CONGRESS FROM THE STATE OF NEW YORK 


Mr. Kearney. Mr. Chairman, I am Bernard W. (Pat) Kearney, 
Congressman from the 32d District of New York State. 

I want to speak to you this morning on behalf of three divisions of 
the glove industry; namely, the leather dress glove industry, the 
fabric dress glove industry, and the knit wool glove and mitten 
industry, all of which are located in my district and, for the most 
part, are concentrated in the county of Fulton, New York State. 

The fine leather dress glove industry is largely confined to the 
Fulton County area, where gnc 100 percent of ladies’ leather 
dress gloves are manufactured, as well as about 50 percent of men’s 
dress gloves. 

Supporting this industry in this same area we have tanners who 
process raw skins into finished leather, all of which goes into the 
manufacture of gloves. Besides this, we have other industries, such 
as box and thread manufacturers and many others who are solely 
dependent on the glove industry for their business. 

n the Fulton County area we have better than 6,500 workers who 
devote their entire time to the manufacture of gloves, and who are 
dependent upon this industry for their livelihood. 

The problem of the leather glove industry has been one of imports 
ever since its CRN and, from year to year, it has never known 
where its source of competition would be. 

Back in 1934, France was the principal supplier, only to be driven 
out of the market by a lower-cost producing country, Czechoslovakia. 

Since the war new countries have come forth; and today we have 
Italy, France, and Germany, all competing in the domestic market 
with our American manufacturers. 

Glove manufacturers have never scorned the idea of sharing a por- 
tion of their market with foreign sources, and the nature of the 
business is such that it lends itself to good, healthy competition. On 
the other hand, we are aware of the fact that wage rates in the glove- 
producing areas of this country are almost five times higher than 
those of foreign producers. 

To expect us in a handicraft industry to be five times more efficient 
than our foreign competitors is to expect the impossible, and is a goal 
that can never be attained. 

It is the hand labor in the manufacture of a fine dress glove that 
gives it its value and prestige characteristics; and no one as yet has 
found a way to handle the skin of an animal, which varies in shape, 
size, and weight just as the skins of human beings would vary, by 
mass-production methods. 

It is because of this fact that so much hand labor is involved; and, 
with labor accounting for 40 percent of the cost of the direct manu- 
facture of leather gloves, you can well understand why we need a 
compensatory tariff to overcome the difference in the wage structure. 

The same situation is true in tanneries. Glove leathers in foreign 
countries can be produced much cheaper than we can make them; 
and, inasmuch as we all buy in the same markets and have access to 
the same raw materials, it is this differential in labor rates that injures 
the earning power of manufacturers and depresses wage rates. 
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I would like to point out here that the leather glove industry as 
a whole is a large international trader, purchasing over 90 percent 
of its raw materials from foreign sources, and 100 percent of its raw 
materials for fine leather dress gloves from foreign countries. 

I ask you to visualize for a minute a community such as:the city 
of Gloversville, N. Y., where we have approximately 25,000 citizens; 
and almost every one of them dependent in one way or another on the 
fortunes of the leather glove industry. You can well understand why 
I am so concerned about H. R. 1, which contemplates further reduc- 
tions in our tariff rates over a period of the next 3 years. 

For the most part the industry is made up of small units, located 
strategically throughout the city, with each area depending on the 
local factories for their work. 

Labor and management are constantly in a state of uncertainty, due 
to the fact that neither one knows from month to month just what 
foreign countries are going to do to their production, and labor never 
knows what they are going to do to employment. The result is that 
management never dares to take upon itself a forward planning pro- 
gram, and a worker is never sure just how many weeks of employment 
he is going to get from year to year. 

It is time, in my opinion, for Congress to permit these industries to 
survive which so well typify the American way of life, and which have 
made such great contributions not only to the local economy, but to the 
national economy as well. 

The glove industry was called upon during the war years to meet 
superhuman demands and to develop specialized gloves for every 
branch of our services. What a ridiculous position we would place 
ourselves in if we were to continue building planes, guided missiles, 
and so forth, and not be able to provide the men with the hand cover- 
ing so necessary to give them aman 

It has been called to my attention time and time again how foreign 
countries get around our tariff rates, and the many abuses that are 
taking place today without the proper authorities taking action 
against them. 

In the same Fulton County area which we have mentioned, we have 
developed since 1945 another branch of the glove industry, namely the 
manufacture of fabric gloves. Today this industry is being jeopard- 
ized by having 1 portion of its production cut 50 percent, and that 
is the manufacture of gloves made from synthetic fabrics. At the 
same time, our negotiators are considering further reductions on 
cotton fabric gloves. 

This industry is new to our community and asks nothing but a 
chance to survive; but nothing puts a damper on expansion more than 
the possible threat of being put in deathly competition not only with 
European countries, but with the lowest wage earning country of 
them all, Japan. 

It is well known to this committee that our living and wage stand- 
ards are the highest in the world; and to expect us to compete with the 
low-standard countries that exist in the Orient, where they admit pay- 
ing less than 12 cents an hour, will place our industries In a hopeless 
position. . : 

I would strongly urge that your committee consider the impact of 
H. R. 1 very seriously before it makes such drastic recommendations 
as are contained in this bill. 





TRADE AGREEMENTS EXTENSION 1591 


_ The knit handwear industry was founded in my constituency late in 
‘the last century. It prospered until the mid-1930’s. Oriental compe- 
tition stépped in and pressed it to the wall. It was granted relief 
under the flexible provisions of the Tariff Act of 1930. The relief was 
nullified by the import fraternity, but the industry sustained itself by 
‘virtue of the then consumer boycott of Japanese goods resulting from 
the China invasion, which tempered the volume of imports. 

Following World War II, the knit handwear industry, with typical 
American initiative, improved its product, for which it attained greater 
consumer acceptance and a wider market. However, American initia- 
tive, know-how, and greater efficiency were not enough to maintain the 
industry’s position in the market, once Japanese imports reappeared, 
starting in 1948. 

By 1950, unemployment was widespread, and the early demise of 
the industry was averted by the sudden outbreak of Korean hostilities. 
The industry then became heavily engaged in the production of mili- 
tary handwear, and orders for civilian merchandise suddenly came to 
life aon distributors who feared their import resources might be 
‘cut off. 

Nevertheless, knit glove imports mounted each year, steadily pre- 
empting more and more of the market at the expense of American 
labor, until last year more companies went out of business and more 
people were unemployed than at any time in the history of the industry. 

The prospects for the future are even worse. Obviously, the need is 
for greater, rather than less tariff protection. I doubt, in such condi- 
tions as this, whether even tariff rate increases would offset the in- 
equities between American and oriental wages. I am positive that 
only a quota, equitably arrived at, may be the answer—such as is 
provided in the Trade Agreements Extension Act of 1951. 

My deep concern for the knit handwear industry is keenly aug- 
mented by one cardinal consideration which transcends the social and 
economic factors insuch acase. That is the importance of this industry 
to our national welfare. 

Two major products of this industry are listed as critical items by 
the Quartermaster General of the Army: Glove inserts, wool, and 
mitten inserts, wool, which rank Nos. 5 and 11, respectively, on the 
Quartermaster’s list of essential cold-weather clothing for “class A 
troops,” who habitually operate in the forward lines. Only this in- 
dustry makes those two essential items. No other substitute items are 
available to take their place. 

Tt is a matter of public record that this industry is suffering an 
economic hemorrhage due to inadequate tariff protection. I leave it 
to your better judgment whether this or any similar industry is worth 
maintaining as part of the economic life of this Nation. By one means 
or another, I submit, respectfully, its case should be given the most 
serious consideration. 

(The following letter was submitted for the record by Mr. 
Kearney :) 

MouHAwK Carpet MILLs, INC., 
Amsterdam, N. Y., January 20, 1955. 
Hon. BrNarp W. KEARNEY, 
Hotlse of Representatives, 
House Office Building, Washington, D. C. 
DEAR PAT: The renewal by President Eisenhower of his request for a 3-year 


extension of the Trade Agreements Act, with power to reduce tariffs another 
15 percent, and the introduction of H. R. 1 designed to implement the program, 
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again casts uncertainty on the future of the American carpet industry. I would 
be remiss in my responsibilities to the owners and employees of the Mohawk 
Carpet Mills, to the carpet industry in the United States, and to those charged 
with the responsibility of making and administering equitable and progressive 
laws, if I did not question the desirability of authorizing (with or without receiv- 
ing reciprocal concessions) further reductions in the tariff on imported carpet. 

My reasons for questioning the fairness and desirability of further tariff 
reductions on machine-made carpet were outlined in some detail in my May 4, 
1954, letter to you. These reasons are equally valid today and for your con- 
venience in reviewing our position I am repeating substantially my earlier 
jetter. Minor changes have been made in it, in recognition of more recent 
information. 

Under the Reciprocal Trade Agreements Act, the tariff on foreign-made carpets 
has already been progressively reduced from 60 percent ad valorem to 25 percent— 
a reduction of 58 percent. As a result of the reductions, imports of machine- 
made carpets have been increasing—since 1946 the rate of increase has been 
26 percent per year. Last year, about 2,800,000 square yards of machine-made 
“arpet were brought into the United States. Every yard of this carpet repre- 
sents the loss of 1 hour’s work to an American workman—the 2,800,000 yards 
mean a loss of more than 2 weeks’ work for each of the 30,000 workers in the 
United States carpet industry. 

The desirability and the propriety of further opening our market at this time 
to foreign competition through additional tariff reductions such as are possible 
under H. R. 1 must, it seems to me, be seriously questioned. I should like, in 
the following paragraphs, to outline some of the issues and the responsibilities 
which those who advocate further reductions must face. 


1. FULL EFFECT OF PAST REDUCTIONS STILL UNKNOWN 


The tariff reductions which have been made under the Trade Agreements Act 
cannot as yet be appraised, for the United States has had no experience for any 
extended period of time under normal conditions. The act was passed when we 
were in the midst of a depression. Later trade was distorted by World War II, 
by the Korean war, and by the vast rebuilding programs in which we engaged. 
All this while tariff reductions were being made. Only very recently has our 
humane gesture of rebuilding war-torn European economies—a program to which 
the carpet industry also contributed millions of dollars in taxes—been reflected 
in increased competition from abroad. 

Carpet imports may continue to expand even under present tariffs, particu- 
larly if wage rate increases or wool price increases force adjustments in our 
retail prices. Under these circumstances, it would seem desirable to withhold 
opening our market still further through additional tariff reductions until the 
effects of the extreme reductions already made can be appraised. 


2. EFFECT OF FURTHER TARIFF REDUCTIONS ON CARPET INDUSTRY 


Further reductions in tariffs will inevitably encourage additional imports of 
machine-made carpets. Such a further division of the market will reduce the 
opportunity for employing American workers and for operating profitably in the 
carpet industry. 

These inevitable consequences would be inflicted upon an industry which is 
already extremely competitive and which, because of these conditions, is offering 
quality merchandise to American consumers at prices too low to provide a rea- 
sonable return on invested capital. Currently, too, most of the carpet mills are 
operating far below capacity—increased imports at this time could only accen- 
tuate these layoffs and work reductions that have already taken place. 

Work reductions would not present the serious human and economic problems 
they do if the freedom of movement so glibly assumed by many free-trade theo- 
rists in fact existed. But today alternative opportunities are not abundant, 
particularly in a number of areas where carpet mills are located, and where 
these mills represent the major industrial activity in the town. There is entirely 
too much at stake in human and economic considerations to pass over the problem 
lightly. 

The seriousness of this problem is well ilustrated by Amsterdam, whose live- 
lihood is almost entirely dependent upon the Mohawk and Bigelow-Sanford mills. 
At one time last year, unemployment rose to over 20 percent. Currently, it is 
probably about 12 to 15 percent. Local citizens, in an effort to reduce this 
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hardship, have contributed over $370,000 to encourage a nontextile manufacturer 
to locate here and offer employment opportunities. Further tariff reductions on 
carpet could only contribute added unemployment to Amsterdam, and to other 
carpet-producing localities as well. 


3. THE FAIRNESS OF FOREIGN COMPETITION 


The inroads which imports of machine-made carpet have and can make into 
the United States market are not the result of inefficiency in the United States 
carpet industry. Mills in Belgium and England, our major foreign competitors, 
have no technological or natural resource advantages—they must also import 
raw carpet wools and jute, their workers are no more efficient, and their looms 
and other machines are substantially the same as ours. (In fact, these coun- 
tries have reached their present productive capacity through the plants, ma- 
chines, and technical assistance given to them since the war.) Their competitive 
strength emanates almost entirely from wage—not physical productivity— 
differences. 

Wages of industrial workers in Belgium and Britain, the major foreign sources 
of carpets, are the highest of the carpet industries’ foreign competitors; yet 
they average only about 48 cents per hour. This is less than one-third the 
average hourly wage of United States carpet workers, yet it is against such 
and lower wage levels that the carpet industry in the United States is being asked 
to compete. In addition, foreign competitors copy the styles and patterns devel- 
oped and tested by American manufacturers, and capitalize without cost to them 
on a market developed, through advertising, by American concerns. 

Competition of this type would not be condoned within the United States. 
Compensatory use taxes protect merchants in one area from the competition 
of merchants in bordering areas that do not have sales taxes. Minimum wage 
laws (and other laws of similar purpose) prevent a concern from gaining a 
share of the United States market through the exploitation of its workers. It 
seems only consistent with the American conception that, to be desirable, com- 
petition must be fair, and to ask that a fair tariff be maintained on foreign 
corpets—a tariff high enough to compensate for payments the United States 
carpet industry is making to American workers and to our Government which 
are over and above those made by the carpet manufacturers in foreign countries. 

At present, this is the only way to enable unionized firms in the carpet 
industry to compete with low-wage foreign firms, and thus preserve the jobs 
and living standards of the American workmen in the industry. Failure of our 
Government to provide this support would seem to make a mockery of our Gov- 
ernment’s dedication to fairness in competitive relationships. 


4. TARIFF REDUCTIONS ALSO REDUCE IMPORTS 


The aim to increase our total trade with foreign countries is desirable—the 
emphasis that has been placed upon tariff reductions to achieve this end has 
probably been exaggerated. 

In the carpet industry, increased imports of foreign-made carpets will result 
in decreased imports of raw wool (the major raw material in carpet production) 
and jute. All wool and jute now used in carpet manufacture is imported from 
foreign lands—in 1953, these imports amounted to over $100 million. To the 
extent that the American carpet industry is supplanted by foreign producers, 
the raw-material supplying nations will lose their markets in the United States— 
in effect, through tariff reductions on carpets, we are opening our market for 
earpets and closing our market for raw materials. The increased volume of 
carpet imports (and larger foreign credits) that would result from lowered 
tariffs on carpets would, therefore, at least in part be offset by reduced imports 
(and smaller foreign credits) of carpet wool and jute. In effect, the only increase 
in our imports is the labor and profit lost to workers and firms in the United 
States carpet industry. 

Aside from the fact that the increase in imports made possible through reduced 
tariffs on carpets will be offset by the reduction in raw-material imports, the 
desirability of the changes produced in our trade seems open to question. The 
eountries supplying carpet wool and jute are primarily South America, New 
Zealand, India, and Iraq—none highly industrialized, Trade with them should 
be most productive of the mutual advantages that are ascribed to free trade. 
If through tariff reductions on carpets, we reduce our domestic production of 
carpets and consequently our purchases of their raw materials, we will deny 
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to these countries a market they have enjoyed, and we will also reduce their 
ability to purchase the products of our industry. In effect, we will be trans- 
ferring to the industrialized nations of western Europe which manufacture 
carpet, the purchasing power which formerly went to South America, New Zea- 
land, India, and Iraq—all predominantly rural areas which should be good 
markets for products of American industry. 

In presenting these specific consequences of further reductions in the tariff 
on foreign-made carpets, and the issues of principle they raise, I want to make 
it clear that I am not in disagreement with the objectives of the President’s 
recommendations on foreign policy. There can be no question that increased 
trade such as will promote the security and the economic prosperity of the 
United States is desirable. 

There are, however, two serious questions in my mind as to whether a tariff- 
reduction program will in fact contribute to these nationwide objectives. Under 
the present conditions of world trade and finance and international monetary 
instability, it seems utterly unrealistic to expect that further tariff reductions 
by (unilateral trade for) the United States can be a material factor in correcting 
the current instabilities and imbalances in the western world. Other impedi- 
ments should first be corrected. Secondly, under our system of private prop- 
erty and our standards of fair competition, it seems unfair to continue a pro- 
gram which means sacrificing one group of industries in order to maintain or 
expand the market for another. Tariff reductions are now being urged primarily 
by our mass-production industries and by industries without foreign competi- 
tion, as a means of increasing foreign purchasing power, to compensate for 
expected reductions in American aid. To achieve this objective, they belittle 
the serious effects on the import-vulnerable segment of our economy—a segment 
which undoubtedly employs many more workers than are dependent upon exports 
for employment. Possibly some of the sacrifices needed to balance interna- 
tional payments without aid, and to make our allies strong, should be borne 
by these, and by our growing industries, and not shifted entirely to those who 
have invested their skills and equipment in industries which, by chance, now 
also exist in foreign countries. 

I make no apology for supporting the carpet industry in its request for fair 
tariff protection. I sincerely believe that the inclusion of carpets among the 
commodities selected for negotiation of further reductions in tariff rates would be 
harmful both to our economic prosperity and to our national security. 

Thank you very much for giving consideration to this letter. : 

Very truly yours, 
Hersert L. SucutTrLtewortuH II, President. 

Mr. Mruus. Have you completed your statement ? 

Mr. Kearney. Yes, Mr. Chairman, I have completed my statement. 
Thank you for A act courteous attention. 


Mr. Miutus. Thank you for your statement. It shall be of great 
help to the committee. 


Mr. Hare. Thank you, Mr. Chairman. 

Mr. Mirus. The next witness is the Honorable Henderson Lanham. 

Mr. Lanham, we know you quite pleasantly, but for the benefit of 
the record, will you give your name and capacity in which you appear? 


STATEMENT OF HON. HENDERSON LANHAM, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF GEORGIA 


Mr. Lannam. My name is Henderson Lanham, and I represent the 
Seventh District of Georgia. 

Mr. Mitis. You are recognized, Mr. Lanham. 

Mr. Lanna. Mr. Chairman, initially I intended to speak prin- 
cipally and rather altogether about the textile industry, but after 
having made the appointment to appear before your committee, and 
I appreciate very much the opportunity, I received a letter from 
Lewis A. Pick, who was formerly chief of the United States Army 
Engineers, and is now vice chairman of the board of the Georgia 
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Pacific Plywood Co., and he supplied me with certain information 
relative to the competition that the plywood industry in America is 
suffering from abroad. 

I am going to ask the consent of the committee to introduce into 
the record his letter. I will not ask you to put his entire statement 
in, but his letter I think sums up the situation. 

Mr. Mitis. Without objection, it will be included in the record. 

(The material referred to is as follows:) 


Grorera—Paciric PLywoop Co., 
Auburn, Ala., January 29, 1955. 
Congressman HENDERSON LANHAM, 
House Office Building, Washington, D. C. 


Dear CONGRESSMAN LANHAM: Reference is made to my letter to you of the 
2ist of January and to your letter in reply, dated the 25th of January. The 
opportunity to furnish you with data as to the effect of the importation of hard- 
wood plywoods into the United States in competition with domestic products is 
much appreciated, and we are hopeful that some relief may be obtained during 
this session of Congress while the broad question of foreign trade is being 
considered. 

I am submitting herewith data which has been prepared by the Hardwood 
Plywood Institute in its application to the Tariff Commission for an investiga- 
tion under section 7 of the Trade Agreements Extension Act of 1951, as amended. 

Reasons for this action are the alarming increases of imports of foreign 
hardwood plywoods into the United States in the last few years. The principal 
eountries exporting plywood to the United States are Japan and Finland. In 
1950 Japan exported 5,127,000 feet and Finland, 1,300,000 feet. In 1953 Japan 
exported about 105 million feet and Finland about 32 million feet. There was 
a tremendous increase during the first half of 1953. Imports of plywood into 
the United States amounted to 97.4 million feet. In 1954 the amount increased 
to 133.7 million feet or an increase of about 37% percent. 

Increases of foreign plywoods into the United States are best shown by noting 
that 63.3 million square feet were imported in 1950, but this amount had increased 
to 220.4 million feet in 1953, an increase of 157 million feet or 348 percent. This 
alarming rate of increase has had a tremendous effect on the domestic market. 
In many sections of the country, the domestic producers are unable to compete 
with the competition which foreign plywoods is supplying. Because of the low 
cost of labor and materials which go into the plywood, it is possible to transport 
these products to the United States and undersell the American production. 

The Hardwood Plywood Institute expects to defend its application for relief 
under section 7 of the Trade Agreements Act at the March hearing, but there 
is considerable doubt as to whether it will be possible to obtain the needed relief 
through this method of approach. Many of us in the industry believe that this 
question should be included during the discussions of H. R. 1 with its broad 
import. 

Therefore, we greatly appreciate the opportunity to furnish this data with 
the request that you include this subject in your discussion before the Ways 
and Means Committee when you appear before that body on the Ist of February 
to discuss H. R. 1. 

Sincerely yours, 
Lewis A. Pick, 
Lieutenant General, USA (Retired), Vice Chairman. 


Mr. Lannam. Mr. Chairman, the distinguished gentleman from 
South Carolina, Mr. John Riley, has already told you, I believe, 
that at a zone conference he and the gentleman from Florida, Mr. 
Haley, and I, were requested to appear before you and present the 
situation as it exists in our textile industry in the South. 

I am sure that that applies to the textile industry as well in other 
parts of the country. 

In the first place, I want to make it clear that I do not in principle 
oppose H. R. 1, which would continue and expand our Reciprocal 
Trade Agreements Act for 3 years. 
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As a matter of fact, I have always supported the principle involved 
in this program, although I realize that many problems arise in con- 
nection with its administration. It has, in the past, been my belief 
that the peril-point and escape-clause provisions in the act protected 
our American industries and their employees from a reduction of the 

tariff below a point at which the industry could continue to operate 
with a reason: able prospect for a fair return for the effort and invest- 
ments involved. 

There is no doubt but that in the past, tariff rates have been so high 
that the American consumer was plundered for the benefit of a few 
great corporations who, protected by such tariffs, made inordinate 
profits. 

It must be remembered, however, that our reciprocal trade program 
has been in effect now for a number of years and that our tariffs have 
been gradually reduced over the years so that there is no longer the 
question of the plundering and exploitation of the consumer for the 
benefit of the producers in America. 

The truth is that our huge corporations who used to profit by the 
tariff are now exporters and need world markets in order to dispose of 
the products they manufacture. 

For this reason, we see now the huge industries such as the auto- 
mobile, iron, and steel companies, supporting the lowering of our 

tariffs, for they are so efficiently operated and need foreign markets 
so badly that they do not fear competition from abroad. 

So that now it is the small-business people of America who are 
being adversely affected by the reciprocal trade agreements policy. 
It is not a struggle between the huge mass production industries of 
America and the smaller producers. 

I am deeply concerned about the textile industry which, while in the 
aggregate 1s a massive industry with investments involving over $6 
billion, is nonetheless made up of small individual components. This 
industry is now threatened by the negotiation of a trade agreement 
with Japan which would further reduce the tariffs on textiles. 

Previous trade agreements have already imposed tariff reductions 
on about 91 percent of the industry’s production. The cuts have aver- 
aged about 37 percent. On many individual items they have 
amounted to as much as 50 percent. 

The proposal to further lower the tariff on textiles includes such a 
comprehensive list that it leaves one with the conclusion that the 
entire cotton textile industry of the United States is regarded as 
potentially expendable. 

Tariff concessions on synthetic yarns are also proposed and con- 
stitute another danger. The competitive effect would be to compel the 
cotton mills of the United States to switch from cotton to rayon. This 
would sound the doom of the American cotton farmer as well as of 
the cotton manufacturing industry. 

I want to point out right here that no other major industry is to 
such an important degree exposed to the potential sacrifice considered 
for the cotton manufacturing industry. 

The argument is made that the great mass production industries of 
the United States are so much more efficient than foreign industries 
as to be able to compete without difficulty with foreign producers. 
Consequently, we should expect that the articles proposed to be con- 
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sidered for tariff reduction would include the products of the huge 
mass production industries. 

Such is not the case, however. For instance, the great iron and steel 
industry comes under “Schedule 3—Metals and manufactures of.” 
Here we find listed thumb tacks, needles, nail files, surgical and dental 
instruments, shotguns and pistols. Also included are bicycle bells 
which is all that is left of the bicycle industry in America. 

And so it goes. An examination of the various schedules will show 
that in the 1 es mass production industries few reductions in the 
tariff are proposed; whereas, among the products of the smaller 
industries a long list of items is included. 

It is significant that the labor unions representing the huge indus- 
tries of America, who are now exporters and to a large extent de- 
pendent upon the export trade, favor the further reduction of our 
tariff, whereas the unions representing the employees of the small 
corporations are opposing this reduction which would result in the 
extinction of those smaller industries, 

As I say, I appear before you not in opposition to H. R. 1, so much 
as to express to you the concern I feel about the textile and other small 
industries of America. As I have already told you, the tariffs on 
cotton textiles have already been drastically reduced so that the aver- 
age tariff rate is now, I believe, approximately 22 percent. Any fur- 
ther reduction in the tariff rates, 1 am Ra ricae would mean the 
extinction of the textile industry. 

Wages in Japan and in other Asian countries that would flood our 
country with textiles are notoriously low. In Japan the average wage 
is 13.6 cents an hour, just about one-tenth the wage scale in our Ameri- 
can textile industries. 

At this point it is worth noting that at the very time we are pro- 
posing to enter into a trade agreement with Japan to lower the tariff 
on practically the entire range of cotton products as well as synthetic 
yarns, the proposal is made to increase the minimum w age from 75 
cents to 90 cents, or $1. 

I want to say here that I favor that increase in the minimum w age. 
T am told by leaders in the textile industry that even marginal pro- 
ducers can pay the 90 cent minimum wage and manage to survice 
provided the tariffs are not further lowered. 

But to raise the minimum wage and at the same time to lower the 
tariff schedules with the resulting flooding of the American market 
with goods made by low-paid foreign labor, would destroy the textile 
industry. 

It is a well-known economic fact that the textile industry has for 
the last few years been in a highly depressed state and is only now 
beginning to recover. To further reduce tariffs at this time would 
be a shock to the industry which I believe it could not survive. 

The plea I make to you who write the new Reciprocal Trade Agree- 
men Act is that you make very sure that the peril-point “and 

s;cape-clause provisions are made effective to protect not only the 
textile industry, but all of the smaller manufacturers of America 
who are met with a similar problem. 

My information is that in the past these provisions have not been 
effective and have been put into effect in ony two instances. I have 
supported the Trade Agreements Act in the past because I believed 
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these provisions to be effective and that their administration would 
be such as to protect industries threatened with extinction. 

Surely no one will argue that a great industry like the textile 
industry should be destroyed. And yet the industry is truly threat- 
ened and unless the peril-point provision is effectively and fairly 
administered, a serious blow will be dealt not only to the textile 
industries, but to the producers of the raw material which this great 
industry consumes. 

Not only has the textile industry been in a depressed condition, but 
everyone in America is familiar with the fact that our farmers, the 
producers of the raw material used by the industry, have suffered 
great loss of income due to declining prices. To take away from the 
farmers the market for cotton and other produces used by the textile 
industry would literally bankrupt the farmers in the South, and I 
am sure in other parts of the country, and in turn, the small-business 
people who are supported by our farmers. 

Several remedies have been suggested to make these provisions ef- 
fective. One proposal would make the Tariff Commission’s decision 
final without the possibility of a reversal by the President upon the 
recommendation of the Committee for Reciprocity Information, or 
some other body apparently set up to give the President information 
justifying his rejecting the recommendations of the Tariff Commission. 

Another suggestion has been made that if tariffs are further reduced 
on textiles, that import quotas be set low enough to protect the manu- 
facturers of textiles. 

Included in the textile industry is the huge tufted textile industry 
which had its beginning in the enterprise and ingenuity of the people 
of my own district, located in the foothills of northwest Georgia. 
This industry has grown by leaps and bounds, but is threatened by 
the proposed tariff reductions, just as are the other segments of the 
textile manufacturing industry. 

In this connection, gentlemen, Mr. R. E. Hamilton, president of 
the Tufted Textile Manufacturers Association, of Dalton, Ga., in my 
district, is here to give you the details of the way his industry is 
threatened. 

So my appearance before you is an appeal for protection for the 
great textile industry with all its ramifications as well as all other 
industries threatened with extinction by further tariff cuts. 

If the bill which this committee reports to the floor of the House 
appears to give reasonable assurance of adequate protection to such 
industries, 1 intend to support it as I have in the past. If it does not 
appear to do so, I cannot bring myself to vote for it, for I was cer- 
tainly not elected to Congress to stand by and see the liquidation of a 
great industry so vital to the welfare, not only of my own section, but 
to the entire country, or to see its orientalization by unwise tariff 
reductions. 

As a last resort in my efforts to prevent the destruction of the tex- 
tile industry, I have introduced H. R. 1812, and H. R. 2985, which 
would prevent the President from lowering further the tariffs on 
cotton goods in the one instance and woolens in the other. 

It is not my purpose to insist upon a hearing and the passage of 
these bills unless H. R. 1 is passed without adequate protection for the 
small industries of our country. Should H. R. 1 be passed without 
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such protection, I will ask this committee to conduct hearings on the 
two bills which I have introduced. 

In conclusion, let me thank you for your patience and assure you of 
my sympathetic understanding of the huge — you face in trying 
to promote, on the one hand, a freer flow of trade with other nations, 
and, at the same time, to protect American industries threatened with 
extinction by the reciprocal trade agreements program. 

Mr. Mrs. Does that complete your statement, Mr. Lanham ? 

Mr. Lanna. It does, Mr. Chairman. 

Mr. Mirus. We thank you for your appearance and the informa- 
tion given the committee. 

Mr. Jenkins, of Ohio, will inquire. 

Mr. Jenkins. I want to compliment you on your fine statement. 
I think that you cover the situation completely. 

Especially I want to compliment you on your having introduced 
legislation to protect eeu That indicates that you want to be 
fair, and no one can claim anything else about your position. 

You have outlined completely and have indicated what you must 
do. You have an industry you have a right to be proud of; it is dis- 
tinctly American ; it ought to be swennited: 

Mr. Mus. Mr. King, of California, will inquire. 

Mr. Kine. I wish to compliment you, too, on your statement, Mr. 
Lanham. 

Mr. Lanuam. Thank you, sir. 

Mr. Krne. It represents one of the clearest cut statements that we 
have had, and particularly I am impressed because of your statement 
that you have always favored this program. Many of us have also 
favored it, and it seems that it is not the extension that has worried 
men such as yourself; it has been the lack of proper administration of 
the law that now exists and that we wish to continue by this act. 

Mr. Lanuam. I think that is true. That is the conclusion to which 
{ have come, but how are we going to make it effective, get the proper 
administration? That is the problem I am asking this committee to 
try to solve. 

Mr. Kina. I believe, as you have stated you do, in the principles 
of the program. That is not true of all of the men in the House. 
A great number have opposed this sort of thing and I have not been 
in accord with their reasonings through the years. 

But I believe it is a dangerous thing indeed when men who have 
a long history of support, even in the face of severe criticism because 
of their support, will find themselves now, on the basis of what they 
are actually able to see being done, wavering to a point that it might 
bring about defeat of the bills such as H. R. 1, which in my opinion, 
will have a deleterious and dangerous effect on our general welfare. 

I like statements such as yours because they seem to point directly 
at what is wrong. I can only classify it as improprer attention to 
grave injuries that have taken place throughout the country in vari- 
ous industries without the proper concern and attention or considera- 
tion being given to them. 

I must repeat again that it is the threatened loss at least of the 
support of men such as yourself that represents the great danger. 

Mr. Lanuam. Thank you very much, Mr. King. 

Mr. Mitus. Mr. Baker, of Tennessee, will inquire. 
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Mr. Baxer. Mr. Lanham, I have a high regard for your judg- 
ment. You have referred to two possible remedies, one like the find- 
ings of the Tariff Commission being final; the other the imposition of 
quotas on the raw product. 

Mr. Lannam. Cotton manufacturers, yes. 

Mr. Baker. The finished product. 

Mr. Lanuam. Yes, sir; the finished product. 

Mr. Baxer. Which of those two methods do you think should be 
put in this bill? If there is going to be any protection, something 
has to be put in this bill, H. R. 1. 

Mr. Lanuam. Well, as a practical matter, I have just learned by 
grapevine that there is not much chance to make the decision of the 
Tariff Commission final, that in the past the matter has been passed 
upon by this committee and we have not been able to write that into 
the bill. 

I think that would be the best solution, but if that is not done, 
I know of no other further protection other than to impose quotas 
which would prevent flooding our market with Japanese made textiles 
that we simply cannot compete with. 

I understand from men who have seen these importations on display 
here in Washington that those textile products are really good. 
Many of those Japanese products are not cheap, shoddy products, 
but are really good. 

With that sort of competition we just cannot manage to get along. 

Mr. Baker. Is this a fairly recent threat to the textile industry ? 

Mr. Lannam. Yes. You see, the tariff in the past has been reduced, 
as I point out in my statement, and now it has come to the point 
where the tariff is only 28, whereas if you reduce it 5 percent each 
year you will have practically no tariff left on textiles. 

Mr. Baxer. I know from my own correspondence a year or two ago 
when this extension matter was before this committee that I had 
quite a number of communications from textile people favorable, with 
no suggestion of quotas, but recently the textile people in the district 
[ represent apparently have become greatly alarmed and feel that 
something must be done now. 

Is it an immediate thing, Judge Lanham ? 

Mr. Lanuam. Yes, it 1s an immediate thing because recently the 
importations from Japan have increased tremendously and a flood of 
that sort of stuff has come in to compete with the products of our own 
mills. 

Now, we folks in the South are between the devil and the deep blue 
sea, so to speak. Our cotton producers and marketers as a rule favor 
this reciprocal trade agreements program, but it cannot profit them if 
the industry that consumes two-thirds of the cotton that we raise is 
destroyed. 

But historically that is why I think so many of the southern Mem- 
bers of the Congress have supported this reciprocal trade agreements 
program because our farmers thought this was in their favor and to 
their advantage. But now that we are about to destroy the industry 
that does use their products it is truly alarming. 

Mr. Baxer. That is two-thirds of all the cotton produced in the 
United States is utilized by the American textile industry. 

Mr. Lannam. Roughly, I understand that is true. 
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Mr. Baker. Would you suggest some particular figure for a quota? 

Mr. Lanuam. No, sir; | am not familiar enough with the problem 
to state that. I will give you information along that line if you will 
permit. 

Mr. Baxer. Do you know whether some other representatives of the 
textile industry to testify before this committee will make such a 
meee as to certain percentage for quota? 

Mr. Lanuam. Yes, I will make such a suggestien to the committee 
after conferring with the textile association as to what they think is 
proper because I simply have no knowledge about it now, not suflicient 
on which to base an opinion as to the amount. 

Mr. Baxer. If some accredited representative of the textile indus- 
try does not make such suggestion, will you supply a suggestion to 
the committee ? 

I ask unanimous consent that he may be permitted to de so. 

Mr. Lanuam. I will be delighted to do so. 

Mr. Mitts. He will be permitted to do so, without objection. 

(Mr. Lanham later stated that out of every 3 bales of cotton grown 
in the United States, 2 are used by American manufacturers. ) 

Mr. Mitts. Mr. Holmes, of Washington, will inquire. 

Mr. Houtmes. Mr. Lanham, did I understand that the rate now on 
cotton textiles is 28? 

Mr. Lanuam. That is the average. There is a long schedule of 
various cotton products, cotton manufactured products, and the aver- 
age on those items is approximately 22 percent. 

Mr. Houtmes. From the content of the bill do you understand that 
these reductions of 5 percent would reduce from 28 to 234 

Mr. Lannam. Well, I believe that the average is 22 instead of 28. 

Mr. Hoximes. Reduce from the average of 22 to 17? 

Mr. Lannam. Yes. 

Mr. Horners. I believe you will find that the content of the bill 
reduces it 5 percent of the existing rate, which would be 1.1, if it 
was 22, or 1.4 if it was 28. 

Mr. Lanuam. You may well be right about that, Mr. Holmes. I am 
glad you corrected my thinking on that. 

Mr. Houmes. I just wanted to make that point as a matter of 
clarification. 

Mr. Hotmes. I am glad you corrected my thinking on that. 

Mr. Mus. Mr. Simpson of Pennsylvania will inquire. 

Mr. Stmpson. We cannot mainimize this possible loss of reduction 
in rate by referring to that 5 percent business Mr. Holmes has in mind. 

In the first place, 5 percent is possible for 3 different periods. 

Mr. Lannam. Yes. 

Mr. Simpson. But the important point is that that would be super- 
imposed upon any cuts which can be made on the basis of the Japanese 
negotiations which take place in February of this year. So that there 
remains a negotiable area, and there does, because textiles are included 
in the big list which will be negotiated upon. 

Mr. Lanuam. Yes; that is what has alarmed the textile industry in 
the South. 

Mr. Srwupson. Certainly. Whatever is unused can be used in those 
Japanese negotiations and the rate cut materially from what it is now, 
and thereafter, under this bill, that cut rate would be subjected to 
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these 3 different percent areas, so that the 28 percent can be cut very 
seriously and everything you envisage will take place if those cuts 
are made. 

Mr. Hormes. Will the gentleman yield? 

Mr. Sumpson. Surely. 

Mr. Hotes. Just for a point of clarification, it is my understand- 
ing that the Japanese negotiations are going on under the present 
statute and not under H. R. 1. 

Mr. Lanuam. That is correct; and I think that is the point Mr. 
Simpson was making. 

Mr. Simpson. And there is a special section in this bill which pro- 
vides that in the event the Japanese negotiations have not formally 
been announced, that they may still take place even after June, after 
the expiration date of the present law. It is a very, very real threat. 

In the old days you would have come before a committee of Con- 
gress and you would have asked that committee to give you relief in 
this area. 

Mr. Lannam. Yes. 

Mr. Stmeson. Your own colleagues, people directly responsible to 
the electorate, would pass upon whether or not this textile industry 
should be wiped out or not. That is your case. 

Mr. Lanuam. Yes, 

Mr. Srwprson. And you would have expected your colleagues to 
help you and then they would have ae ee you and if they didn’t, 
the people back home would vote directly to get new Congressmen. 

Today it is a different picture. You come and you talk to us; we 
delegate the authority to the executive branch; the executive branch 

ives the authority to some section, some so-called experts down in the 
Dapeptennss of State and elsewhere, men who are not responsible to 
anyone, and after negotiations they can say to you “I don’t make those 
rates” and I can pass the responsibility off, but that is not the way 
it should be. 

Mr. Lanuam. Well, it is pretty difficult to explain to the people 
down my way that Congress cannot remedy this thing. 

Mr. Srmpson. That is why I was very happy when you did as I 
knew you would do in the latter part of your statement. You came 
out and said if this bill is not amended to protect this industry, and 
you were speaking of one industry, you are against H. R. 1. 

Mr. Lanuam. I will have to vote against it. I do not want to mis- 
lead the committee. I cannot speak for all members of the Georgia 
delegation. 

I think there are some of them will vote for this bill whether or 
not this protection is written in, but about half of the delegation feels 
as I do about it, and all of them are alarmed about the situation, but 
some of them feel that the act will be administered efficiently so as to 
protect the textile industry, but I am afraid it won’t from intimations 
I have heard from the Department of State that that industry might 
be expendable. 

Now, I don’t like that attitude. 

Mr. Stmpson. Our past experience has not been good in this field. 

T thank you. 

Mr. Mirts. Are there any further questions? 

Mr. Holmes of Washington will inquire. 
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Mr. Hotmes. The reason I made the statement I did was to clarify 
as much as possible procedures under the act and procedures under 
the proposed negotiations with Japan as of now, because those pro- 
cedures have not been very clearly brought out in the record. 

That was the reason I wanted to Leien this point out. 

Mr. Lanuam. I must admit I did not fully understand them. I 
have not had the time to fully acquaint myself with the procedures. 

I appreciate your suggestion, Mr. Holmes. 

Mr. Mus. Mr. Lanham, just one question: We on the committee 
recognize that you are, of course, a very keen student of matters that 
relate to your district, State, and Nation. Because of our acceptance 
of you in that manner, could you advise whether or not you and others 
in presenting the story regarding the American textile industry have 
explored to determine whether or not there is protection of that in- 
dustry in section 22 of the Agricultural Adjustment Act? 

Mr. Lanuam. I have not, Mr. Chairman. Thank you for the kind 
things you have to say. 

Mr. Mitts. I would suggest that you and the other members repre- 
senting districts in which the textile industry is located might well 
explore that possibility because, as I remember offhand, under the 
provision of section 22 of the Agricultural Adjustment Act not only 
the raw product, but the manufactured goods from the raw product 
can be protected by quotas when the program of the Government is 
being interfered with by those importations. 

I think the language 1s so broad that even the importations of bear- 
skins or a number of bearskins that might tend to disrupt that pro- 
gram, could be limited under the provisions or under the language 
of section 22. 

Certainly synthetics that compete with manufactured goods made 
from cotton that would tend to disrupt the agricultural program in 
effect could be prevented. 

It is true that there has never been a quota placed upon the manu- 
factured product of cotton, but still the language is broad enough for 
that to happen if there is injury to the industry to the extent that that 
would interfere or disrupt agricultural program under the Agricul- 
tural Adjustment Act. 

Mr. Lannam. Thank you very much for the esuggestion. 

Mr. Mason. Mr. Chairman, [ want to call the attention of the com- 
mittee to the fact that Secretary Benson of Agriculture expressed 
grave doubt that section 22 of the Agricultural Act was protecting in 
the broad language of this bill. 

Mr. Mixs. We appreciated his comment in that respect. I am 
sure the committee will want to give consideration to it in executive 
session. Certainly we will give consideration to the testimony of the 
gentleman from Georgia when we go into executive session. 

Mr. Lanuam. I have great confidence in the committee. It is my 
hope and belief that you will do something to protect these industries 
that are threatened with destruction. 

Thank you, Mr. Chairman. 

Mr. Miuts. Thank you again, Mr. Lanham. 

The next witness is our colleague, the Honorable Kenneth A. Rob- 
erts. Mr. Roberts, we know you well, but for the record will you 
follow the customary procedure and identify yourself. 
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STATEMENT OF HON. KENNETH A. ROBERTS, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF ALABAMA 


Mr. Roserts. Mr. Chairman and members of the committee, I wish 
to register my strong opposition to those provisions of H. R. 1, 
the Trade Agreements Extension Act of 1955, which would grant the 
President authority to negotiate any treaty with Japan which would 
reduce present tariff rates with respect to textiles. 

Mr. Chairman, the situation in the textile industry is a very serious 
one. Our American textile mills are already suffering because of the 
recent heavy increases in the import of Japanese textile goods into 
this country under the existing tariff rates. If the present tariff 
rates were in any way reduced, the anticipated deluge of Japanese 
yzoods would be serious for many of our mills. 

There is a very evident economic reason why the Japanese goods 
being imported can absorb the present tariff rates and still be priced 
below American textiles. That answer is: Cheap labor. Since the 
war, Japan has acquired new machinery. Today 80 percent of its 
textile machinery is new. American mills have up-to-date equipment. 

The Japanese have the technical know-how. America has the 
technical know-how. 

The Japanese have a plentiful supply of cheap labor. Cheap labor— 
this is the factor in the equation which tips the balance in favor of 
Japan. The average hourly wage rate in a United States cotton tex- 
tile mill is $1.30. In Japan the hourly wage rate is only 13.6 cents. 
This is one-tenth of the United States cost. 

To illustrate in a personal way how this cheap labor differential can 
and is affecting our market, I would like to quote to you part of a 


letter I received from a man associated with the Avondale Mills, of 
Sylacauga, Ala. : 


The writer was a professor of textile engineering before the war. There I 
worked out the essentials of a nonwoven fabric process. Came the war in 1941 
and I was called in as an artillery officer. 

In 1946 I came back and went to work for Avondale Mills, where the way was 
open to continue the development of nonwoven fabrics. 

By 1951 we had a process and a plant to produce the material. In this develop- 
ment Avondale Mills had spent hundreds of thousands in dollar-an-hour and 
better wages, salaries for engineers, cotton paid for at 40 cents or more, high- 
priced chemicals, high-priced power and natural gas, not to mention buildings and 
real estate. 

By 1954 we had a new process that was breaking even. In 1955 we are actually 
making a profit on nonwoven fabrics. 

Then it happened. Last week one of my better customers phoned from New 
York and told me he could get the same product from the Japanese for one- 
half the price he is paying to Avondale Mills. They can do this for only one 
reason. They pay 13 cents an hour and we pay over a dollar minimum. 

We relish competition. Every advance by a competitor in America spurs us to 
better products and more efficient processes and lower prices. But Japanese com- 
petition is not American-competition. It is destructive dumping. We think it 
is our Government’s duty to protect us from destruction, whether it be by guns, 
bumbs, or dumping. Will you help us? 


Mr. Chairman, our textile industry is not worried about. its own 
technical ingenuity or ability to compete with the Japanese, but it 
alone cannot jump the hurdle of high wages when there is such a 
terrific disparity in labor costs. After all we even have a minimum 
wage rate which the President would like to see raised. The cotton 
farmer is protected by the Government’s parity price-support pro- 
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gram which keeps up the price the textile manufacturer must pay 
for one of his most important and most used raw materials—cotton. 
The textile manufacturer is left alone to find his own way out of this 
dilemma. None of us would suggest lower wages, or the elimination of 
the Sete program for farmers. We are proud of the fact 

ustrial workers have such a high enviable standard of 


American inc 
living. 

In view of these facts it would certainly seem unwise upon the part 
of the United States Government to negotiate any treaty with Japan 
which would encourage an even greater export of Japanese goods 
to this country. The only action which can help the American textile 
manufacturer is not to lower tariff rates. 

I fee] I am personally aware of the needs of the textile industry for 
there are many small communities in Alabama whose entire economic 
survival and income depends upon the prosperity of the mill. When 
the mill closes down, not just an individual, but a town is unemployed. 
The textile industry has fortitude, technical ingenuity, and strength, 
and can stand on its own feet. It cannot, however, fight successfully 
for its own survival if the United States Government is opposing 
it by helping the side of Japan. 

Japan has already received the benefits of all tariff concessions 
granted to other countries. The import of Japanese goods has been 
constantly and rapidly increasing in the last 3 years under the present 
tariff rates. Because of their success, Japan itself has not joined in 
the clamor with the United Kingdom and the countries of Western 
Europe, for American tariff reductions on textiles. I therefore, do 
not feel that the United States should now enter agreements with 
Japan to lower the tariff rates at the risk of jeopardizing the life of 
our own industry. 

Mr. Chairman, if we ignore the needs of the American textile indus- 
try in peacetime, we cannot possibly hope that it could meet any war- 
time demands. Through our own handiwork, carelessness, and lack of 
prudence, we will have rendered this industry ineffective. 

I urge the committee in considering the Trade Agreements Exten- 
sion Act, to exclude any provision which would provide authority 
for the President to grant Japan lower tariff rates on textiles. Such 
a reduction in tariff rates might prove detrimental to our textile in- 
dustry as we know it today. 

Mr. Minis. Have you concluded your statement? 

Mr. Roserts. Yes, Mr. Chairman, I have. 

Mr. Mus. Thank you for coming before us to make your views 
known. 

The next witness is our colleague, Hon. Hugh Alexander. Mr. 
Alexander, we know you well but for the record will you follow the 
customary procedure and identify yourself. 


STATEMENT OF HON. HUGH ALEXANDER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NORTH CAROLINA 


Mr. Arexanper. Mr. Chairman, I am Hugh Alexander and have 
the honor of representing the Ninth Congressional District of North 
Carolina. I deeply appreciate the courtesy of the committee in allow- 
ing me to present some of my views on H. R. 1 which is now before 
the committee. 
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At the outset let me say that I believe in reciprocal trade—a trade 
that is mutually beneficial to both parties. I realize that there are 
dangers both in isolation and in opening the door wide, or absolute 
internationalism. We must strike a epitirca: balance between the 
two extremes which considers the national and international interest. 
In weighing the scales we must consider such things as our national 
welfare and security, difference in standards of living, labor costs, 
walls of imports in other lands, minimum wages, and price supports. 
However, I feel it is desirable for the interest of all concerned to have 
a minimum of barriers or restrictions on world trade up to the point 
where the lack of adequate safeguards would cause domestic industries 
to be in peril. We should scrutinize our trade policies when domestic 
industries are in danger; when such industries are vital to our secur- 
ity steps must be taken to prevent them from being substantially in- 
jured. This is particularly true of textiles. It is absolutely essen- 
tial that we be able, ready and willing to produce the goods necessary 
for adequate clothing of our Armed Forces. Without adequate 
machinery and a going textile industry we, as a Nation, would be with- 
out. adequate means of meeting the demands for clothing for our 
Armed Forces in the event of war. 

Excessive textile imports now threaten to permanently impair the 
producing ability of the domestic textile industry and to stagnate and 
close many of our mills which in turn is causing great concern to our 
textile employees, many of whom have already become unemployed. 
T am sure that we do not want to make any tragic move which would 
leave this Nation in a state of dependence on foreign powers whose 
friendship has at least been unstable, on sources of textiles and other 
materials upon which it can ill afford to rely. 

A brief picture of the textile industry shows that in December of 
1954 the total United States employees in the manufacture of textile- 
mill products and other related finished textile-mill products were 
2,271,500 which represents more than 1 out of every 8 employees in 
all manufacturing industry in this country. Since 1941 the beginning 
of World War I1, the potential in cotton textiles has been reduced by 
approximately 2 million spindles or 8 percent of installed capacity as 
of that date. More important than this is the fact that textile mills 
are the lifeblood and often the sole economic reliance of hundreds of 
communities throughout the South and the New England States. In 
my own State of North Carolina figures for 1953 show 152 communi- 
ties of textile locations and 234.000 textile workers or more than 50 
percent of manufacturing employment totaling 464,000. Also more 
than one-fourth of the Nation’s spindles are operated in North Caro- 
lina to process 28 percent of the Nation’s cotton consumption. 

Japan, in 1951 and 1952, played a very minor role as a supplier of 
cotton piece goods to this country. However, in 1953 they supplied 
almost 50 percent of imports of countable cotton cloths. In October 
and November of last year Japan claimed monthly quantities of 
12 to 13 million yards each showing a four or fivefold jump in volume. 
I might also point out that the average wages paid by Japanese 
textile plants is less than 14 cents per hour. With this situation I 
am convinced that the Japanese textile industry does not require fur- 
ther tariff concessions in order to do business in our textile markets. 
The textile industry is already struggling for survival. It certainly 
can and will meet fair competition but even as efficient as it is it 
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cannot maintain its position against products produced by substandard 
wages. Its earnings on invested capital are so low that for years 
new capital has sought other uses. In 1953 only meatpacking and 
sugar industries earned less on invested capital. Textile profits were 
further reduced in 1954. This struggle for survival has resulted in 
a reduction.in.spindles from’38. million in 1925 to 22% million (run- 
ning 3 shifts) in 1954, while the consumption per capita of textile 
fibers has increased and the population increased by 40 million. 
Fierce competition between American mills and present Japanese 
imports already jeopardize the economic backbone of the Carolinas 
and the life of an important peacetime and essential defense industry. 

World trade is a problem which should be explored to the fullest 
extent by the Congress. Retention of the power to control tariffs 
and.trade:should be kept in the Congress of the United States, where 
it was put by the Constitution, and where it would be responsive to 
the electorate of the United States, and not some international organi- 
zation dealt with through the State Department. 

Negotiations relative to trade must be conducted on a realistic basis, 
keeping in mind the wide variance between American standards and 
the standards of other countries. Solution to this complex problem 
does not lie alone in the simple process of lowering American tariff 
rates. Our rates are already among the lowest in the world—®5.1 
percent on the average, for example, as compared to Great Britain’s 
average of 25.6 percent. To tear down our wage standards will not 
be the answer. To sacrifice the jobs of workers in industry of textiles, 
for instance, will surely not sustain American labor and the American 
economy. 

I would like to strongly recommend that the bill now before the 
Congress be closely scrutinized and amended so as to insure that 
in the first instance duties will not be lowered to a point where domestic 
industry will be injured and in the event that it should develop that 
injury 1s being caused despite this precaution, affirmative and expe- 
ditious action will be taken to remedy such injury. This should and 
can be done while at the same time insuring our prosperity and 
security. 

Mr. Manat Does that complete your statement, Mr. Alexander? 

Mr. Arexanper. Yes, Mr. Chairman. I have completed my state- 
ment. I want to thank you and the other members of this committee 
for their kind attention. 

Mr. Mitts. Thank you for your views. They shall be very helpful 
to the committee. 

The next witness is our colleague, the Honorable Armistead Selden. 
Mr. Selden, we know you well, but for the record will you follow the 
customary procedure and identify yourself ? 


STATEMENT OF HON. ARMISTEAD SELDEN, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF ALABAMA 


Mr. Sevpen. I am Armistead Selden, representing the Sixth Con- 
gressional District of Alabama. 

Mr. Chairman, I would like to thank the chairman and the members 
of the Ways and Means Committee for allowing me to present this 
—— mm connection with the extension of the Trade Agreements 

ct. 
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Let me say, first, that I favor the general principles embodied in 
our present Reciprocal Trade Agreements program, as I know that 
all trade sooner or later is at least a two-way affair. -It is, of course, 
an elementary economic principle that if we are to sell our goods 
abroad and expect to be paid for them, then we must allow foreign 
goods to enter the United States. 

There was undoubtedly a time when our tariff rates were so high 
that some of the consumers of this country suffered while certain of 
our producers made unreasonable profits. However, under our recip- 
rocal-trade program that has been in effect now for more than 20 
years, our tariffs have been gradually reduced and there is no longer 
a question in this country of exploitation of the consumer for the 
benefit of the producer through high tariffs. As a matter of fact, I 
think we can safely say that the United States Government has done 
its fair share during the past 20 years in removing international-trade 
barriers. 

While I believe our reciprocal-trade program should continue, 1 
also believe the Congress should be certain that tariffs will not be 
reduced to a point whereby any industry in this country could face 
the danger of liquidation. 

I have been contacted in recent weeks by both management and 
labor in the cotton-textile industry of my district and State. They 
fear that this important industry may be threatened by the negotiation 
of a trade agreement with Japan which will further reduce the tariff 
on cotton textiles. 

As you know, tariffs on cotton textiles have already been reduced 
drastically. Previous trade agreements have imposed tariff reduc- 
tions on about 91 percent of the industry’s production, and the cuts 
have averaged approximately 37 percent. At the same time, the tex- 
tile industry in this country must compete with Japan’s notoriously 
low-labor market. The average wage in Japan is 13.6 cents an hour 
while the average wage paid in the textile mills of this country is 
about 10 times that amount. This is stiff competition in anyone’s 
book. 

Also, for the past several years the textile industry has been in a 
depressed state. It is believed that its recovery is now underway but, 
to reduce tariffs further at this time, could check this recovery. 

Now I realize the task of writing tariff legislation that will pro- 
mote a freer flow of trade with other nations and, at the same time, 
will also protect our industries that might be seriously injured, is 
not an easy one. Yet, I am sure the members of this committee are 
anxious to explore the possibility of improving this legislation as 
well as all other legislation that comes before you. 

As a possible improvement, it has been suggested that the peril- 
point and escape-clause provisions be made more effective so that the 
textile industry, and other small manufacturers faced with a similar 
problem, will have better protection. 

It has also been suggested that the possibility of pecne import 
quotas on textiles be explored. Only a few days ago the State Legis- 
lature of Alabama unanimously adopted a resolution urging prompt 
congressional action to curb the flow of oriental textiles. I ask that 
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I be allowed to include the resolution passed by Alabama’s legislature 
at this point in my statement: 


SENATE JOINT RESOLUTION No. 9 


By Mr. Givhan 


Relating to reduction of the tariff on textiles. 

Whereas the textile industry is a basic industry of the State of Alabama, and 
for many years has provided employment and a means of livelihood for a large 
number of Alabama citizens ; and 

Whereas textile products made in Japan and other foreign countries are 
already underselling textile products manufactured in Alabama and the United 
States, because of a much lower scale of wages paid to textile workers in Japan 
and other foreign countries, resulting in more unemployment and less income 
among textile workers in Alabama and the United States; and 

Whereas the President of the United States has proposed a 15-percent reduc- 
tion in the tariff levied on imported textile goods; and 

Whereas a further reduction in the tariff levied on imported textile goods will 
cause an even greater flow of imported textile goods into Alabama and the 
United States, thereby increasing unemployment among Alabama textile work- 
ers, and threatening the economy of many Alabama cities and towns built around 
textiles industries: Now, therefore, be it 

Resolved by the senate (the house of representatives concurring), That the 
Legislature of Alabama does respectfully urge the Members of Congress from 
this State to withhold approval of any proposal to reduce the tariff on imported 
textile goods, and to exert all their energies and influence in inducing Congress 
to enact legislation providing for a system of quotas on textile imports similar 
to the system of quotas on immigration, thereby protecting textile workers in 
Alabama and the United States against any loss in income or employment result- 
ing from cheap immigrant labor or imported textile goods. 

Resolwed further, That the Secretary of the Senate be directed to transmit 
a copy of this resolution to each Member of Alabama’s congressional delegation. 

I hereby certify that the above resolution was adopted by the Legislature of 
Alabama February 1, 1955. 

J. E. Speteut, Secretary of the Senate. 

Let me say again I realize the tremendous task you have before 
you. I apreciate your patience in allowing me to call to your atten- 
tion the problem of the textile industry. I trust this committee can 
work out an equitable solution. 

Mr. Mitts. Does that complete your statement ? 

Mr. Sevpen. Yes, sir; it does. Thank you for giving me this oppor- 
tunity of appearing before this committee. 

Mr. Mus. Thank you for giving us your views. 

The next witness is our colleague, the Honorable M. G. Burnside. 
Mr. Burnside, we know you well, but for the record will you follow 
the customary procedure and identify yourself? 


STATEMENT OF HON. M. G. BURNSIDE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Burnsipe. Mr. Chairman, I am M. G. Burnside, of the Fourth 
Congressional District of West Virginia. Many of the people of 
my district, particularly in the vicinity of Parkersburg and Nitro, 
where two of the Nation’s largest rayon factories are located, are 
employed by textile manufacturers. I have received communications 
from a large number of the people of my district who are employed 
in this industry, asking me to oppose further tariff reductions on im- 
ported textiles. Manufacturers, too, have informed me of their op- 
position to tariff concessions. I am here today to enter my objections 
to the passage of H. R. 1. 
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First, | would like to review the present condition of the textile 
industry, particularly in my district. It is generally conceded by all 
those who are familiar with the industry that it is in a nationwide 
state of depression. I understand that production has been curtailed 
throughout the industry so that there 1s widespread unemployment, 
or part-time employment. I know that in the American Viscose Co. 
plant in Parkersburg, which formerly employed more than 3,000 
people, only about 900 employees are now at work. I understand 
from the Textile Workers Union of America that about 200 mills 
have been closed down in the last few years, and 75,000 workers have 
been laid off since 1951. In Parkersiourg, as in many other cities, I 
am sure, the closing or near closing of a textile mill is an economic 
catastrophe, the effects of which are felt by every resident of the 
entire area. The rayon plant in Parkersburg, a city of 40,000, was 
the city’s largest source of employment. Its limited operation at 
the present time has injured every small-business man in Parkersburg. 
It has, in addition to the unemployment directly created, caused wide- 
spread unemployment in other business activities. Numerous people 
who might otherwise have sought employment in Parkersburg have 
been forced to leave their homes and families to seek employment 
elsewhere. Many, many more of the employees are attempting to 
exist in Parkersburg as best they can. Hundreds are still drawing 
unemployment compensation. Hundreds more have exhausted their 
benefits. From statistics furnished me by the West Virginia Depart- 
ment of Public Assistance, I learn that over 2,700 people in Wood 
County, of which Parkersburg is the county seat, are on surplus food. 

As you might expect from this, Parkersburg has been classified by 
the Department of Labor as a severe labor-surplus area. Since their 
textile plant was so large an employer, its displaced workers, and 
those displaced because of its economic effect, cannot find other jobs. 
This situation is doubly complicated by the fact that other local indus- 
try is also depressed at the present time. Nearly every other employer 
in Parkersburg has been injured by recent tariff reductions. 

From this, I think it is clear that the present condition of the textile 
industry, particularly the manmade fibers division, does not warrant 
further tariff cuts which would increase textile imports. Much of the 
present distress in the industry has been caused by our unwise importa- 
tion policy. Much more distress will be created if there are further 
tariff reductions on manmade fibers. 

The chief beneficiary of such reductions would, of course, be Japan. 
Japanese rayon plants are as efficient as those in the United States. 
They are capable of producing and have produced fibers of as fine a 
quality as can be made in the United States. Their industry has 
rapidly recovered from the effects of World War II. I understand 
that the productive capacity of the Japanese rayon industry at the 
close of World War II amounted to approximately 360 million pounds 
per year. As of 1950, that capacity had been raised 32 million pounds 
to a total of more than 390 million pounds. This restoration of rayon 
production capacity was made against the recommendation of the Tex- 
tile Commission to Japan. It was made with the help and cooperation 
of the United States. But the fact is that the rayon industry in Japan 
is overbuilt. Its capacity for production. at the close of ‘World War 
II was adequate to supply the internal needs of Japan. I can see no 





TRADE AGREEMENTS EXTENSION 1611 


fairness in a policy which permits the overbuilding of a foreign indus- 
try and then provides for lower tariffs in the United States to take 
care of the excessive foreign production. 

I do not deny the fact that Japan must import foodstuffs in order 
to survive and that it must export materials in exchange. But the 
foods which Japan needs can be obtained in southeast Asia where she 
can trade her manmade articles for rice. Burma, Thailand, Indo- 
china, the Philippines, and Indonesia, all have, or could have, rice 
for export. Our policy should direct Japan’s trade into these chan- 
nels rather than directing it to the United States where irreparable 
injury can be done to our entire economy. 

In conclusion, let me say that I am firmly convinced that there would 
be absolutely no benefit to be derived from further reductions in 
tariffs on textile imports as authorized by H. R. 1. On the contrary, 
every indicator capable of measurement indicates that nothing but 
harm will result if textile tariffs are lowered. Therefore, I ask this 
committee to reject H. R. 1 in its present form or to report it only with 
a sufficient quota limitation on imports of textiles. 

Mr. Mrs. Does that complete your statement ? 

Mr. Burnsiwwe. Yes, Mr. Chairman. I have completed my state- 
ment. 

Mr. Mus. Thank you for your statement. The committee will find 
it of considerable help. 

Our next witness will be Congressman Haley, of Florida. 

Mr. Haley, we know you pleasantly, but for the benefit of the record, 
will you state your name and the capacity in which you appear? 


STATEMENT OF HON. JAMES A. HALEY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF FLORIDA 


Mr. Harey. I am James A. Haley, Member of Congress from 
Florida. 

I merely want to associate myself with the remarks of the gentleman 
from Georgia (Mr. Lanham) and call the attention of this committee, 
which I am sure I don’t have to, to this vast industry that might be 
destroyed. 

Mr. Mus. Thank you very much for your appearance before the 
committee. 

Mr. Hater. Thank you, Mr. Chairman. 

Mr. Mius. The next witness is Dr. Claudius T. Murchison. 

Dr. Murchison, will you please come forward? Will you give the 
committee your name and address and the capacity in which you 
appear for the benefit of the record ? 


STATEMENT OF CLAUDIUS T. MURCHISON, ECONOMIC ADVISER, 
AMERICAN COTTON MANUFACTURERS INSTITUTE, INC. 


Mr. Murcnutson. My name is Claudius T. Murchison. My home is 
in Arlington, Va. 

Mr. Mitis. Dr. Murchison, you may proceed with your statement 
without interruption. 

Mr. Muroutson. I am here as spokesman for the American Cotton 
Manufacturers Institute, which is an overall association of the cotton 
textile industry embracing within its membership about 85 percent 
of the spindlage of the cotton textile industry. 
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The headquarters of this association are in Charlotte, N. C. 

Mr. Chairman and gentlemen of the committee, being very sensitive 
to the high pressure on the committee because of these hearings, I will 
endeavor to economize as much as possible the language of my state- 
ment and with respect to the mimeographed copy which is before you 
I refer to the first page and merely to point out the great magnitude of 
the textile products industry which has invested capital approximating 
$8.3 billion, which is about 5 percent of the total for all American 
industry and if we add to that division of the industry the apparel and 
finished goods industry, the grand total of investment approximates 
$11 billion, or about six and a half percent of the overall total of 
American industry’s capital investment. 

Now, this giant activity—and I combine these two great industrial 
divisions because they are so closely related—employs roughly two 
and a quarter million people who are about evenly divided between 
the two divisions. 

Of course, as we all know, in a number of States and in many locali- 
ties these two divisions of the industry are the most important source 
of income and in some States and in some localities they provide 
income exceeding all other activities combined. 

In our appearance here today, we propose to show that the textile 
mill products industry, and the closely related apparel manufacturing 
industry, are seriously threatened by the administration of tariff policy 
under existing legislation, and that the effect of H. R. 1 would be 
greatly to intensify the threat of damage, or even destruction, which 
already confronts us. 

We would like to emphasize this statement without impairing its 
meaning by stating that H. R. 1, if enacted, would complete the process 
of entrusting the jobs and the well-being of 214, million textile workers 
to the executive division of the Government, more specifically the 
State Department, as an incident of our foreign economic policy. 

We propose to show that no effective criteria are provided either to 
guide or to limit the State Department in the exercise of this great 
responsibility. Even more important is the absence of any effective 
recourse or defense against whatever course of action the executive 
division of the Government might choose to follow. 

We propose to show that, in fact, H. R. 1 would represent the final 
installment of power to destroy the textile industry of the United 
States. We do not say that this power will be fully exercised, but its 
incorporation in the hands of an agency whose function is normally 
and rightfully restricted to international affairs is a violation of our 
concept of constitutional government and a danger of the first magni- 
tude. 

While H. R. 1 is being debated in terms of its specific provisions, the 
Government has underway four other foreign trade operations whose 
completion will completely transform the significance of those pro- 
visions. 

The effects of the bill, therefore, cannot be judged by relating its 
provisions to the current trade and traffic structure, or to the current 
tariff powers of Congress. 

Before its effective date, if enacted, important portions of the 
tariff structure, as we now have it, will be dismantled and the tariff- 
making responsibilities of the Congress may be seriously impaired, 
if not abrogated. 
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These impending events are the goals of the following scheduled 
operations: 

1. The renegotiation of GATT as an international agency of trade 
and tariff control ; 

2. The announced intention of the Chief Executive to seek con- 
gressional ratification of GATT; 

3. The scheduling of another round of multilateral tariff conces- 
sions among GATT members beginning in February ; 

4. Intention to negotiate a bilateral trade agreement with Japan, 
and to press for the admittance of Japan into GATT. 

The first of these, the renegotiation of GATT, has been in process 
for some weeks. The outcome is uncertain, the conflicts of interest 
are bitter. Certain members may resign; others may withdraw con- 
cessions as permitted by article 28. 

Large-scale revisions of the overall tariff structure may, in conse- 
quence, have to be made, involving previous concessions in addition 
to the long list of articles announced November 16 to be newly 
negotiated. 

Also up for renegotiation are the policy provisions of GATT relat- 
ing to such vital matters as quotas, subsidies, exchange restrictions, 
trade discriminations, and internal economic programs. 

How can Congress or the industry judge H. R. 1 as to its ultimate 
effects without first knowing the outcome of these negotiations ? 

The second tariff operation aims at the congressional ratification 
of GATT. It is possible that Congress may be requested to impart 
treaty status to this organization. Such action could transform GATT 
into a supranational instrumentality whose authority would seriously 
limit the trade controlling powers of the Congress. 

In this event, present judgments of H. R. 1, as apropriate legisla- 
tion, would no doubt undergo radical change. In fact, the possibility 
of further tariff legislation of any kind might be ended, at least for 
the duration of GATT, all of that assuming the character of the 
provisions contained in the document at the time of its ratification. 

The negotiation of new tariff concessions, beginning at Geneva in 
February, we refer to as operation No. 3 to maintain the distinction 
between the renegotiation of previous multilateral concessions and the 
negotiation of new concessions. In the case of many articles, as we 
shall show later, these new concessions could amount to as much as 
50 percent. 

In view of this situation, impending tariff changes promise to be 
vastly greater than those provided for in H. R. 1. 

It would be well for Congress to know the extent of these changes 
before authorizing new reductions. 

The fourth operation is the announced negotiation of a bilateral 
trade agreement with Japan and, if possible, the admittance of Japan 
into GATT. H. R. 1 breaks precedent with previous trade agree- 
ment acts by singling out a particular country for a trade agreement. 

The action is all the more unique in that the Government already 
has the power under existing legislation to negotiate such an agree- 
ment. 

Moreover, the bill provides that in the agreement with — no 
duty shall be reduced by more than 50 percent of the 1945 level. The 
stipulation merely reaffirms the minimum limits authorized by exist- 
ing legislation. Why this legislative redundance? 
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The reasons for this “particularistic” action are preeautionary and 
self-revealing. By incorporating the terms of the Japanese agree- 
ment in H. R. 1, the Government is enabled to prolong the period of 
Japanese negotiation to July 1 instead of ending it on June 12 when 
present legislation expires. July 1 is made the target date because 
it is currently the terminating date of firm commitments under article 
28 of GATT. 

This year, the termination date is especially important because of 
disaffection occasioned by renegotiation and impending Japanese 
trade agreements either within or without GATT. 

The Government anticipates this contingency by tying in the be- 
ginning date of the Japanese agreement with the final date of firm 
commitments, thus more nearly assuring that the agreement with Ja- 
pan, if need be, can play in part the role of successor agreement, so 
preventing the lapse of many concessions previously granted to other 
countries. 

The strategy would seem to have additional precautionary value 
in that the United States will probably not with to run the risk of 
undue strain on its GATT commitments. 

Hence, in the event GATT refuses admittance to Japan, or is de- 
nied congressional approval, or undergoes a substantial loss of its 
own membership, necessitating the renegotiation of previously 
granted GATT concessions, a concurrent trade negotiation with Ja- 
pan might have to be a wholly separate and distinct proceeding. Ac- 
cordingly, direct. authorization of Congress is sought as the means 
of lessening both political and legal questionings. 

The great care with which the way has been prepared for the Japa- 
nese agreement would indicate the expectation of very substantial re- 
sults by way of tariff reductions. One would expect that Congress 
would wish to know the extent of these reductions before authorizing 
additional ones on the basis of July 1955 levels. 

Taking the above operations as a whole, the status of the American 
tariff structure as of next June 12, or July 1, is unpredictable. We 
can only be sure that it will be far lower than at present. 

Against this background of multiple activities, H. R. 1 is revealed 
as a dangerous and illogical document lacking every important cri- 
terion of sound tariff legislation. 

The authorized 15-percent reductions over the next 3 years through 
trade agreements would begin with the rates existing on July 1, 1955. 
These are completely unknown quantities. 

Hence, the 15-percent reduction authorized in the bill may, in ef- 
fect, turn out to be 2 or 3 times that figure as compared with present 
rates. 

There are many cotton articles whose rates stand unchanged on 
the basis of 1945. It would be possible, therefore, for these rates to 
be reduced by 50 percent between now and July 1 and then reduced 
by an additional 15 percent, making a grand total of 5714 percent 
in present rates, because of this particular setup which I have 
described. 

The special authorization of a bilateral trade agreement with Japan 
means that Japan can exhaust concession possibilities based on 1945 
rates and then be in line for new concessions based on 1955 rates. 

In summary, Japan would get her benefits in three baskets: 

(a) Her own bilateral agreement ; 
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(6) The generalization of concessions to be made to other countries 
through GATT; 

(c) New concessions after July 1, either direct or by generalization. 

These are in addition to the concessions previously granted to 
Japan through generalization of all tariff reductions made by the 
United States since the beginning of the trade-agreement program in 
1934. 

The power to make unilateral tariff reductions on goods “not im- 
ported or imported in negligible quantities” may be exercised either 
unilaterally or otherwise. The reductions permitted are 50 percent 
of the 1945 rates, and on a wide range of articles this percentage can 
still be fully applied. 

The value af the criterion “negligible” is wholly negligible. 

In the determination of goods “not imported,” the President is not 
required to relate the condition of nonimport to any representative 
period or to any special circumstances, or any reason whatsoever. In 
view of the many items involved, this provision may be the most dan- 
gerous feature of the bill. 

The power to reduce all rates above the 50 percent ad valorem 
equivalent down to 50 percent is the only tariff-making power, the 
meaning of which is clear and definite. It is to be exercised unilater- 
ally and without reference to trade agreements. 

n conjunction with his tariff-making powers, the President is in- 
structed to make his rate changes applicable insofar as possible to 
entire categories. In this way the tariff cuts would be accomplished 
in wide swaths. 

If I may illustrate that point, in paragraph 904 (a) of the tariff 
schedules, including more than half of the total output of the textile 
industry, the President is authorized in one rate reduction to cover 
that entire classification. 

In that connection I also wish to interpolate that under the terms 
of the Customs Simplification Act of 1954, the Tariff Commission is 
now at work studying the reclassification of tariff schedules and is 
expected to report its preliminary findings to the Congress on March 
15 of this year. 

There may be tremendous changes recommended by the Tariff Com- 
mission in the Customs Classification Act. It would seem to me that 
the Congress would wish to know what those recommendations would 
be before the enactment of H. R. 1. 

The devious and multiple routes which the administration is simul- 
taneously following in the promotion of its tariff policy, when viewed 
all together, are uttterly confusing and to our industry completely 
terrifying. 

Because over 90 percent of the cotton-textile industry’s production 
is represented by the items subject to negotiation at Geneva, we are 
being forced to appraise the possible effects of H. R. 1 on our industry 
without having the information vital to such appraisal; namely, start- 
ing from what level of tariff do the new tariff-cutting powers apply ¢ 

(a) The United States Tariff Commission in September 1953, pub- 
lished a study entitled “Effect of Trade Agreement Concessions on 
United States Tariff Levels, Based on Imports for 1952.” 

Table 3 of this study gives the average ad valorem equivalent of 
rates of duty in effect on various dates on United States dutiable 
imports for consumption in the year 1952. 
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With respect to tariff schedule 9—“Cotton manufacturers”—this 
official table indicates that the average ad valorem equivalent based 
on rates in effect before any trade agreements were made in 1939, was 
36.8 percent; that on January 1, 1945, it was 30.0 percent, and that 
on January 1, 1953, it was 21.8 percent. 

Thus it appears that the reduction in rates on cotton manufactures 
from the pretrade agreement period until January 1, 1953, was 41 
percent, and that the reduction from January 1, 1945, to January 1, 
1953, has been 27 percent. 

Under existing authority, the President has the power to cut tariff 
rates in effect in January 1, 1945, by 50 percent. However, the Tariff 
Commission figures quoted above do not mean that 27 of these 50 
percentage points have already been used in previous tariff-cutting 
actions on cotton manufactures. 

The Tariff Commission table is based on dutiable imports in 1952, 
and, of course, many cotton-textile items were imported in 1952 
only in negligible quantities, or not at all. 

Thus the indicated 27-percent reduction in rates simply means that 
the particular bundle of cotton-manufacture imports in 1953 was such 
that had that particular bundle of cotton goods been imported in 1944 
the average ad valorem rate equivalent would have been higher; in- 
deed, would have been at such a level that the actual ad valorem equiv- 
alent in 1952 represented a 27-percent reduction. 

However, while very serious tariff reductions have been made since 
January 1, 1945—the base date for existing taritf-cutting authority— 
on various important cotton-textile items, the great bulk of staple- 
cotton goods have had no tariff reductions since that date. 

But many cotton-textile tariff rates have already been effectively cut 
by the process of inflation. Existing tariff schedules provide for lower 
percentage rates on higher-priced cloth. In the case of unbleached- 
cotton cloth the lower rates take effect on values of over 70 cents per 
pound, 

On bleached-cotton cloth the lower rates take effect on values over 
80 cents per pound. 

And on printed, dyed, or colored cotton cloth, these lower rates take 
effect at values over 90 cents per pound, 

Because the whole level of prices has moved upward sharply since 
these rate-determining price points were set in prewar days, far more 
of the potential imports would qualify under the lower rates for high- 
value items. 

Furthermore, cotton-textile tariff rates were sharply reduced in sev- 
eral prewar trade agreements, the most important being those with 
the United Kingdom and Switzerland. 

That is where our industry has been put in a particularly difficult 
situation because it took its first great blows in those prewar trade 
agreements with the United Kingdom and Switzerland, Italy, France, 
Belgium, Austria. 

It is the rates then established which still obtained on January 1, 
1945—the base date for existing tariff-cutting authority. 

Indeed, as compared with rates established by the Tariff Act of 1930, 
trade agreements previously negotiated have already imposed tariff 
reductions on about 91 percent of the cotton-textile industry’s produc- 
tion. These cuts have averaged about 37 percent. 
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For many individual items they have amounted to as much as 50 
percent, and on a limited number of items the rates have already been 
reduced by the permissible maximum of 75 percent of the 1930 level. 

That is by combining the prewar cut with subsequent cuts. 

Cotton-textile items representing about 90 percent of the total yard- 
age output of the United States industry can conceivably suffer tariff 
reductions of 50 percent at Geneva and under the provisions of H. R. 1 
the authority to cut those resulting tariffs by another 15 percent is 
proposed. 

Our industry is quite complicated, as you can see, and we have 
thought it extremely important to bring out these very definite de- 
tailed facts. 

Specifically, as an example, the current tariff rate on unbleached 
cotton cloth of yarn No. 34, and valued at not over 70 cents per 
pound, is 21.90 percent ad valorem. 

What is the significance of yarn No. 34% Yarn No. 34 happens to 
be a representative yarn number for the great bulk of print cloth 
yarn fabrication now being imported from Japan. The rate on colth, 
unbleached, of that yarn number is 21.90 percent. 

Now, let us see what might happen. 

This could be cut at Geneva to 10.95 percent and then under H. R. 1 
could be further reduced in a 3-year period down to 9.31 percent, 
based on the wholesale export price in Japan, which would be only 
a figment compared with the cost advantage which Japan has over 
equivalent American goods. 

The Tariff Commission table previously referred to, when analyzed 
in conjunction with the fact that on most countable cotton cloths the 


President still has his full 50 percent tariff-cutting powers under 
existing law, means that most countable cotton cloths are now being 
imported in what might be considered “negligible quantities” under 
section 59 (A) of H. R. 1. That sction of the bill before you would 
authorize the President to cut existing rates on those cotton-textile 
items by 50 percent by — proclamation. 

> 


Thus, even should the President at Geneva not avail himself of 
his entire tariff-cutting authority relative to cotton textiles under 
exhisting law, H. R. 1 in section 5 (a) would in effect continue all of 
his tariff-cutting powers. This may well be the most dangerous pro- 
vision of H. R. 1 from the standpoint of the United States cotton- 
textile idustry. 

I think one of the greatest errors that has been made in the evalua- 
tion of this bill is an assumption which seems for some reason to gain 
ground as a conservative bill because it only means a 15-percent tariff 
reduction over existing rates over a period of 3 years. 

Also scheduled for possible tariff reductions in the Geneva nego- 
tiations are the products of this industry’s chief customers, including, 
for example, cotton clothing, chenille rugs, knitted gloves, et cetera. 
Practically all apparel items manufactured from either woven or 
knitted cotton fabrics are on the list. While cotton yarns are not 
directly included, the list does include a great majority of the products 
manufactured from cotton yarns. 

It is particularly significant that the Japanese have found it profit- 
able, at existing tariff rates, to expand cotton-textile exports to the 
United States in a year like 1954, when American textile prices have 
been depressed. According to the United States Department of 

57600—55—pt. 2——17 
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Agriculture, United States cotton-mill margins—that is, difference 
between the price of the cloth and price of cotton—in late 1954 were 
the lowest since July 1952, when the post-Korean price collapse was 
taking place. 

The tinited States Census Bureau reports that since the crop year 
1952-53, domestic cotton consumption has declined by about 1 million 
bales on an annual basis. 

For every dollar the industry earned after taxes in the third quarter 
of 1953, it made but 40 cents profit in the comparable period of 1954. 

That is according to the most recent report of the Federated Com- 
mission on Corporate Earnings, which shows that all that the entire 
textile mill products industries of the United States made in the third 
quarter of 1954, after taxes, was $29 million. 

The capital investment is over $8 million. 

The net quarterly earnings were $29 million. 

Mr. Jenkins. You do not have those figures in the statement ? 

Mr. Morcuison. That is why I was interpolating it. It should 
have been there, but we had so much to put in. 

Mr. Chairman, I will hasten now to a conclusion. We regret very 
much to say this, but looking on it from the outside it seems to us 
that the United States Government has apparently made the decision 
that the textile industry is available for sacrifice on the high altar of 
foreign trade policy. 

These are in fact three bits of evidence which, when fitted together, 
make possible no other conclusion : 

1. The list of items scheduled for tariff concessions at Geneva 
includes more than 90 percent of the output of the United States cotton 
textile industry. 

2. H. R. 1 proposes to compound the tariff concessions to Japan 
by taking as points of departure for further tariff cuts under its 
authority those new lower rates which will result from the Geneva 
negotiations. 

The past history would seem to confirm us in that statement. 

I would wish in conclusion to refer to the tremendous dependence 
of the cotton agriculture in the United States on the cotton-manufac- 
turing industry, but that has been so ably done by Congressman 
Lanham, of Georgia, that I do not wish to make repetition of that 
testimony. 

Thank you, Mr. Chairman. 

Mr. Mitxs. Does that complete your statement ? 

Mr. Murcuison. That completes the statement which I would like 
to make orally. I would like to request that the entire statement be 
submitted for the record. 

Mr. Mii1s. Without objection, the entire statement will appear in 
the record. 

(The statement referred to is as follows:) 


STATEMENT By CLAUpIUsS T. MurcHIsoN, Economic ADVISER, AMERICAN CoTToN 
MANUFACTURERS INSTITUTE, INC. 


The textile products industry is one of the great industries of America and 
about three-fourths of it is composed of the cotton textile industry. To give it 
exact ranking is difficult because of the technical and sometimes arbitrary nature 
of industry definitions. But it is enough to know that by the unusual measure- 
ments it is one of the top five of the manufacturing industries of the United 
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States, the others being food, chemicals and allied products, motor vehicles, 
iron and steel, and machinery manufacture. 

Stockholders’ equity and borrowed capital of the textile products industry 
are reported by the Federal Trade Commission as being $8.3 billion, which is 
about 5 percent of the total for all American industry. If we add the apparel 
and fiaished-goods industry, which is merely an advanced stage of the textile 
products industry, the total of invested capital or assets, however we wish to 
term it, become $11 billion, or about 6.5 percent of overall total of American 
industries. 

This giant activity employs roughly 214 million people who are about evenly 
divided between the 2 major divisions. In a number of States, and in many 
localities and areas, textile employment is the most important single source of 
income, and in several States such employment exceeds that of all other manu- 
facturing activities combined. 

In our appearance here today, we propose to show that the textile mill products 
industry, and the closely related apparel manufacturing industry, are seriously 
threatened by the administration of tariff policy under existing legislation, and 
that the effect of H. R. 1 would be greatly to intensify the threat of damage, 
or even destruction, which already confronts us. We would like to emphasize 
this statement without impairing its meaning by stating that H. R. 1, if enacted, 
would complete the process of entrusting the jobs and the well-being of 2% 
million textile workers to the executive division of Government, more specifically 
the State Department, as an incident of our foreign economic policy. 

We propose to show that no effective criteria are provided either to guide or 
to limit the State Department in the exercise of this great responsibility. Even 
more important is the absence of any effective recourse or defense against what- 
ever course of action the executive division of Government might choose to follow. 

We propose to show that, in fact, H. R. 1 would represent the final installment 
of power to destroy the textile industry of the United States. We do not say 
that this power will be fully exercised, but its incorporation in the hands of an 
agency whose function is normally and rightfully restricted to international 
affairs is a violation of our concept of constitutional government and a danger 
of the first magnitude. 

While H. R. 1 is being debated in terms of its specific provisions, the Govern- 
ment has underway four other foreign-trade operations whose completion will 
completely transform the significance of those provisions. 

The effects of the bill, therefore, cannot be judged by relating its provisions 
to the current trade and tariff structure, or to the current tariff powers of 
Congress. Before its effective date, if enacted, important portions of the tariff 
structure, as we now have it, will be dismantled and the tariffmaking respon- 
sibilities of the Congress may be seriously impaired, if not abrogated. 

These impending events are the goals of the following scheduled operations: 

(1) ihe renegotiation of GATT as an international agency of trade and tariff 
control ; 

(2) The announced intention of the Chief Executive to seek congressional 
ratification of GATT; 

(3) The scheduling of another round of multilateral tariff concessions among 
GATT members beginning in February; 

(4) Intention to negotiate a bilateral trade agreement with Japan, and to 
press for the admittance of Japan into GATT; ; 

The first of these, the renegotiation of GATT, has been in process for some 
weeks. The outcome is uncertain, the conflicts of interest are bitter. Certain 
members may resign, others may withdraw concessions as permitted by article 
28. Large-scale revisions of the overall tariff structure may, in consequence, 
have to be made, involving previous concessions in addition to the long list of 
articles announced November 16 to be newly negotiated. Also up for renego- 
tiation are the policy provisions of GATT relating to such vital matters as 
quotas, subsidies, exchange restrictions, trade discriminations and internal eco- 
nomic programs. 

How can Congress or the industry judge H. R. 1 as to its ultimate effects 
without first knowing the outcome of these negotiations? 

The second tariff operation aims at the congressional ratification of GATT. 
It is possible that Congress may be requested to impart treaty status to this 
organization. Such action could transform GATT into a supranational instru- 
mentality whose authority would seriously limit the trade-controling powers of 
the Congress. 





1620 TRADE AGREEMENTS EXTENSION 


In this event, present judgments of H. R. 1 as appropriate legislation would 
no doubt undergo radical change. In fact the possibility of further tariff legis- 
lation of any kind might be ended, at least for the duration of GATT. 

The negotiation of new tariff concessions, beginning at Geneva in February, 
we refer to as operation No. 3 to maintain the distinction between the nego- 
tiation of previous multilateral concessions and the negotiation of new conces- 
sions. In the case of many articles, as we shall show later, these new concessions 
could amount to as much as 50 percent. 

In view of this situation, impending tariff changes promise to be vastly greater 
than those provided for in H. R. 1. 

It would be well for Congress to know the extent of these changes before 
authorizing new reductions. 

The fourth operation is the announced negotiation of a bilateral trade agree- 
ment with Japan and, if possible, the admittance of Japan intoGATT. H. R.1 
breaks precedent with previous trade-agreement acts by singling out a particular 
country for a trade agreement. The action is all the more unique in that the 
Government already has the power under existing legislation to negotiate such 
an agreement. Moreover, the bill provides that in the agreement with Japan 
no duty shall be reduced by more than 50 percent of the 1945 level. The stipula- 
tion merely reaffirms the minimum limits authorized by existing legislation. Why 
this legislative redundance? 

The reasons for this “particularistic” action are precautionary and self- 
revealing. By incorporating the terms of the Japanese agreement in H. R. 1, 
the Government is enabled to prolong the period of Japanese negotiation to 
July 1 instead of ending it on June 12 when present legislation expires. July 1 
is made the target date because it is currently the terminating date of firm 
commitments under article 28 of GATT. This year, the termination date is 
especially important because of disaffection occasioned by renegotiation and 
impending Japanese trade agreements either within or without GATT. 

The Government anticipates this contingency by tying in the beginning date 
of the Japanese agreement with the final date of firm commitments, thus more 
nearly assuring that the agreement with Japan, if need be, can play in part the 
role of successor agreement, so preventing the lapse of many concessions pre- 
viously granted to other countries. The strategy would seem to have additional 
precautionary value in that the United States will probably not wish to run the 
risk of undue strain on its GATT commitments. Hence, in the event Gatt 
refuses admittance to Japan, or is denied congressional approval, or undergoes 
a substantial loss of its own membership, necessitating the renegotiation of pre- 
viously granted GATT concessions, a concurrent trade negotiation with Japan 
might have to be a wholly separate and distinct proceeding. Accordingly, direct 
authorization of Congress is sought as the means of lessening both political and 
legal questionings. 

The great care with which the way has been prepared for the Japanese agree- 
ment would indicate the expectation of very substantial results by way of tariff 
reductions. One would expect that Congress would wish to know the extent of 
these reductions before authorizing additional ones on the basis of July 1955 
levels. 

Taking the above operations as a whole, the status of the American tariff 
structure as of next June 12 or July 1 is unpredictable. We can only be sure 
that it will be far lower than at present. 

Against this background of multiple activities, H. R. 1 is revealed as a 
dangerous and illogical document lacking every important criterion of sound 
tariff legislation. The authorized 15-percent reductions over the next 3 years 
through trade agreements would begin with the rates existing on July 1, 1955. 
These are completely unknown quantities. Hence the 15 percent reduction 
authorized in the bill may, in effect, turn out to be two or three times that figure 
as compared with present rates. 

The special authorization of a bilateral trade agreement with Japan means 
that Japan can exhaust concession possibilities based on 1945 rates and then 
be in line for new concessions based on 1955 rates. 

In summary, Japan would get her benefits in three baskets: (@) Her own 
bilateral agreement, (0) the generalization of concessions to be made to other 
countries through GATT, (c) new concessions after July 1, either direct or by 
generalization. These are in addition to the concessions previously granted to 
Japan through generalization of all tariff reductions made by the United States 
since the beginning of the trade agreement program in 1934. 
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The power to make unilateral tariff reductions on goods “not imported or 
imported in negligible quantities” may be exercised either unilaterally or other- 
wise. The reductions permitted are 50 percent of the 1945 rates, and on a wide 
range of articles this percentage can still be fully applied. 

The value of the criterion “negligible” is wholly negligible. 

In the determination of goods “not imported,” the President is not required 
to relate the conditions of nonimport to any representative period or to any 
special circumstances, or any reason whatsoever. In view of the many items 
involved, this provision may be the most dangerous feature of the bill. 

The power to reduce all rates above the 50-percent ad valorem equivalent down 
to 50 percent is the only tariffmaking power the meaning of which is clear and 
definite. It is to be exercised unilaterally and without reference to trade agree- 
ments. In conjunction with bis tariffmaking powers, the President is instructed 
to make his rate changes applicable insofar as possible to entire categories. In 
this way the tariff cuts would be accomplished in wide swaths. 

The devious and multiple routes which the administration is simultaneously 
following in the promotion of its tariff policy, when viewed altogether, are 
utterly confusing and to our industry completely terrifying. 

Because over 90 percent of the cotton textile industry’s production is repre- 
sented by the items subject to negotiation at Geneva, we are being forced to 
appraise the possible effects of H. R. 1 on our industry without having the 
information vital to such appraisal, namely, starting from what level of tariff 
do the new tariff-cutting powers apply? 

The United States Tariff Commission in September 1953 published a study 
entitled “Effect of Trade Agreement Concessions on United States Tar'ff Levels 
Based on Imports for 1952.” Table 3 of this study gives the average ad valorem 
equivalent of rates of duty in effect on various dates on United States dutiable 
imports for consumption in the year 1952. With respect to tariff schedule 9, 
cotton manufacturers, this official table indicates that the average ad valorem 
equivalent based on rates in effect before any trade agreements were made in 
1934, was 36.8 percent; that on January 1, 1945, it was 30 percent; and that on 
January 1, 1953, it was 21.8 percent. Thus it appears that the reduction in 
rates on cotton manufactures from the pretrade agreement period until January 
1, 1953, was 41 percent and that the reduction from January 1, 1945, to January 1, 
1953, has been 27 percent. 

Under existing authority, the President has the power to cut tariff rates in 
effect on January 1, 1945, by 50 percent. However, the Tariff Commission 
figures quoted above do not mean that 27 of these 50 percentage points have 
already been used in previous tariff-cutting actions on cotton manufactures. 
The Tariff Commission table is based on dutiable imports in 1952 and, of course, 
many cotton textile items were imported in 1952 only in negligible quantities or 
not at all. Thus the indicated 27 percent reduction in rates simply means that 
the particular bundle of cotton manufacture imports in 1952 was such that had 
that particular bundle of cotton goods been imported in 1944, the average ad 
valorem rate equivalent would have been higher; indeed, would have been at 
such a level that the actual ad valorem equivalent in 1952 represented a 27 
percent reduction. 

However, while very serious tariff reductions have been made since January 1, 
1945—the base date for existing tariff-cutting authority—on various important 
cotton textile items, the great bulk of staple cotton goods have had no tariff 
reductions since that date. 

But many cotton textile tariff rates have already been effectively cut by the 
process of inflation. Existing tariff schedules provide for lower percentage rates 
on higher priced cloth. In the case of unbleached cotton cloth the lower rates 
take effect on values of over 70 cents per pounds; on bleached cotton cloth the 
lower rates take effect on values over 80 cents per pound; and on printed, dyed, 
or colored cotton cloth, these lower rates takes effect at values over 90 cents 
per pound. Because the whole level of prices has moved upward sharply since 
these rate-determining price points were set in prewar days, far more of the 
potential imports would qualify under the lower rates for high-value items. 

Furthermore, cotton textile tariff rates were sharply reduced in several pre- 
war trade agreements, the most important being those with the United Kingdom 
and Switzerland. It is the rates then established which still obtained on Janu- 
ary 1, 1945—the base date for existing tariff-cutting authority. Indeed, as com- 
pared with rates established by the Tariff Act of 1930, trade agreements pre- 
viously negotiated have already imposed tariff reductions on about 91 percent 
of the cotton textile industry’s production. These cuts have averaged about 37 
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percent. For many individual items they have amounted to as much as 50 per- 
cent, and on a limited number of items the rates have already been reduced by 
the permissible maximum of 75 percent of the 1930 level. 

Cotton textile items representing about 90 percent of the total yardage output 
of the United States industry can conceivably suffer tariff reductions of 50 per- 
cent at Geneva and under the provisions of H. R. 1 the authority to cut those 
resulting tariffs by another 15 percent is proposed. Specifically, as an example, 
the current tariff rate on unbleached cotton cloth of yarn No. 34 and valued at 
not over 70 cents per pound is 21.90 percent ad valorem. This could be cut at 
Geneva to 10.95 percent and then under H. R. 1 could be further reduced in a 
3-year period down to 9.31 percent. 

The Tariff Commission table previously referred to, when analyzed in con- 
junction with the fact that on most countable cotton cloths the President still 
has his full 50-percent tariff-cutting powers under existing law, means that most 
countable cotton cloths are now being imported in what might be considered 
“negligible quantities” under section 5 (a) of H. R.1. That section of the bill 
before you would authorize the President to cut existing rates on those cotton 
textile items by 50 percent by simple proclamation. Thus even should the 
President at Geneva not avail himself of his entire tariff-cutting authority 
relative to cotton textiles under existing law, H. R. 1 in section 5 (a) would, in 
effect, continue all of his tariff-cutting powers. This may well be the most 
dangerous provision of H. R. 1 from the standpoint of the United States cotton- 
textile industry. 

Also scheduled for possible tariff reductions in the Geneva negotiations are 
the products of this industry’s chief customers, including, for example, cotton 
clothing, chenille rugs, knitted gloves, ete. Practically all apparel items manu- 
factured from either woven or knitted cotton fabrics are on the list. While 
cotton yarns are not directly included, the list does include a great majority 
of the products manufactured from cotton yarns. 

It is particularly significant that the Japanese have found it profitable, at 
existing tariff rates, to expand cotton textile exports to the United States in 
a year like 1954 when American textile prices have been depressed. According 
to the United States Department of Agriculture, United States cotton mill 
margins in late 1954 were the lowest since 1952 when the post-Korean price 
collapse was taking place. 

The United States Census Bureau reports that since the crop year 1952-53, 
domestic cotton consumption has declined by about 1 million bales on an annual 
basis. 

For every dollar the industry earned after taxes in the third quarter of 1953, 
it made but 40 cents profits in the comparable period of 1954. 

In the last few weeks there has been a modest improvement in the cotton- 
textile markets. The present revival will, however, surely be reversed should 
the threat of substantial additional Japanese imports materialize. 

The United States Government has apparently made the decision that the 
textile industry is available for sacrifice on the high altar of foreign-trade 
policy. 

There are in fact three bits of evidence which, when fitted together, make 
possible no other conclusion : 

(1) The list of items scheduled for tariff concessions at Geneva includes more 
than 90 percent of the output of the United States cotton textile industry; 

(2) H. R. 1 proposes to compound the tariff concessions to Japan by taking 
as points of departure for further tariff cuts under its authority those new 
lower rates which will result from the Geneva negotiations ; 

(3) The list of items scheduled for possible tariff concessions at Geneva 
and H. R. 1 have been drafted by persons who have access to readily available 
public information indicating that (a) the cotton textile industry, almost alone 
among major United States industries, has been in a depressed condition 
despite the general economic boom of the last 2 years and that (b) the cotton 
textile industry, on the record, suffered substantial injury from Japanese 
imports in the last previous peacetime period (the late 1930’s) despite the 
fact that in those years United States textile tariff rates were higher than at 
present. 

One aspect of the proposed tariff concessions on cotton textiles which the 
proponents of H. R. 1 have tried to sweep under the table is the intimate 
connection between the economic health of the domestic textile manufacturing 
industry and the prosperity of cotton agriculture. This relationship can be 
put very simply: 2 out of every 3 bales of cotton grown by American farmers 
are sold to United States cotton textile mills. Thus a reduction in the output 
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of those mills would be immediately reflected in a reduction of domestic mill 
consumption. 

Moreover, those officials who drew up the list of items to be considered 
at Geneva for possible tariff concessions compounded the threat to United 
States cotton agriculture by including on that list synthetic fibers. Clearly 
enough, a reduction of the United States tariff on synthetic fibers would reduce 
the price of synthetic fibers to United States textile mills and would mean— 
because mills can process cotton or synthetics depending on relative prices—the 
loss of additional portions of cotton’s current market to synthetic fibers. 

Besides cotton agriculture, other important segments of the United States 
economy depend upon the continued health of the United States cotton textile 
industry. The cotton textile industry, being one of the largest American indus- 
tries as measured by output, employment, etc., is a major customer of many other 
industries. Chief among these are the textile machinery industry and the chemi- 
cal industry, the latter supplying many hundreds of different products used by the 
cotton mills. Clearly, any reduction in productive activity of the United States 
cotton textile industry would reduce the markets of the United States machinery, 
chemical, and other supplier industries. 

We call to the particular attention of the committee the threat to smal! busi- 
ness implicit in H. R. 1 when read in conjunction with the list of items subject 
to tariff concessions at Geneva: the apparel industry is made up almost entirely 
of small firms; 75 percent of the cotton manufacturing industry consists of small 
independent units, none of which has as much as 1 percent of the total business ; 
and cotton agriculture is made up of hundreds of thousands of small farms. 

What does the United States Government hope to accomplish through encour- 
aging additional cotton-textile imports, We have given this problem much 
earnest study and have concluded that there are two basic reasons for the Gov- 
ernment’s attitude toward our industry. The first reason is, we believe, blind 
reliance upon the economic theory of free trade in the State Department. 

The economic theory of free trade is part of a wider theory of free movements 
of prices and wages. We cannot practice the theory in one part of our economy 
alone. A moment’s thought is sufficient to remind us that in the United States 
economy of 1955 we have put firm floors under wages through the Wage-Hour 
Act and under prices through the agricultural price-support program. 

The cotton-textile industry is proud of the fact that over the last 20 years it 
has succeeded in raising the average wage rate paid its employees by roughly 
500 percent—a much more rapid rise than the increase in the cost of living dur- 
ing that period. We do not want our employees to have to compete with the low- 
wage levels which reflect living standards of the Orient. In any event, employers 
and employees in the industry would be prevented from competing in such man- 
ner by the Federal minimum-wage law. The only adjustment possible for the 
industry to make, if it is forced to compete with oriental wage scales, would be 
made through the unemployment of its workers and the bankruptcy of its firms. 

A good deal of callous comment has been bandied about on the problem of un- 
employment as relating to tariff policy. Advocates of further tariff cuts, when 
confronted with the fact that these cuts will mean additional imports and that 
these additional imports will mean reduced production of those items in United 
States domestic plants, frequently take refuge in that aspect of free-trade theory 
which holds that such unemployment is but a short-run problem and that those 
people who lose their jobs as a result of import competition will find jobs in other 
industries. 

One or two comments on this aspect of free-trade theory seem appropriate. In 
the first place, the unemployed are not statistical ciphers. They are real live 
people who have to eat every day, whose children outgrow shows every other 
week, and who are attached by habit if not by mortgage to a particular geo- 
graphic locality. Furthermore, they possess special skills which, in many in- 
stances, required years of apprenticeship to acquire and they are frequently above 
the age at which, because of pension cost problems, new employers will hire 
them. 

To say that if we import unemployment by cutting tariffs, it will work out in 
the long run, sounds very noble indeed but the fact is that the people involved 
have to live in the short run and in the long run all of us are dead anyhow. 

Nor can the impact of this unemployment problem be limited to those persons 
who are without work because their employer has lost his market to foreign 
competition. The economic structure of whole communities is involved. In 
the textile industry, for example, it is quite a typical situation that the cotton 
mill is located in a small town and its payroll is the economic lifeblood of 
the entire community. For every 100 civilian jobs in manufacturing in the 
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United States there are 260 jobs not in manufacturing that are related thereto. 

For a long period the American proponents of lower tariffs have declared 
as part of their propaganda that lower wages in foreign countries were offset 
here by corresponding higher efficiencies of operation. 

The fact is that Japan now has a cotton textile manufacturing industry 
whose efliciency is equal to or above that of the textile industries of Europe 
and which compares favorably with the average efficiency of the American 
industry. The Japanese industry is new. More than three-fourths of their 
existing capacity has been built since 1945. Their average wages are in the 
neighborhood of 18 cents an hour, which is one-tenth of the average cotton 
textile wage in the United States. Raw-cotton costs, because of the low cost 
of ocean transport, are essentially the same in Japan and the United States. 
Of the remaining costs, about one-half consist of wages. With a wage cost 
one-tenth of that in the United States, Japan has a tremendous competitive 
advantage. 

The other major reason that our Government is encouraging additional cotton- 
textile imports into the United States is, in our opinion, excessive timidity 
in meeting the real problems of the world economy. One would hardly expect 
to cure the problems of the world coal industry through the device of taking more 
coals to Neweastle. It is equally foolish to expect to cure the world textile 
problem by shipping additional cloth into an American market which is already 
more than amply supplied by a domestic industry characterized by excess 
capacity. Half the people on the face of the globe are in rags today. The real 
solution lies in increasing textile consumption in the textile-short areas of the 
world where textile imports are restricted by all sorts of ingenious quantitative 
and currency-control devices. 

We propose that the problem of world trade be met directly. We suggest 
that our Government demand reciprocal performance by other nations on their 
previous trade and tariff commitments to this country, including a return to 
convertible currencies. Let us exert our influence in the world toward that end. 

Thank you. 


Mr. Miuuts. Mr. Eberharter, of Pennsylvania, will inquire. 

Mr. Exvernartrer. I would like to ask unanimous consent to place 
in the record following Dr. Murchison’s statement two pages con- 
taining some facts and figures relating to countable cotton cloths, 
except tire fabrics, showing the United States production, the 
imports and the exports and the tariff history, as well as a table 
setting forth facts in connection with those matters. 

It shows that in the year 1953 the ratio of percent to production 
on imports is six-tenths of 1 percent, and the exports on the same 
basis in relation to production are 5 9/10 percent. 

Mr. Mason. Before the unanimous consent is granted, may I know 
who the author of this is? 

Mr. Esernarter. This is made up in connection with tariff para- 
graphs 904 and 905. The source of the data is the United States 
Commerce Department and Tariff Commission. 

Mr. Mason. If it is the United States Department of Commerce, 
then it is authentic; it is entitled to go into the record. 

Mr. Mitts. Is there objection to the request of the gentleman from 
Pennsylvania ? 

Tf not, the material will be included in the record. 

(The material referred to is as follows:) 


CouNTABLE* Corron CLoTus (Except Trre Farrics) 


Tariff paragraphs 904 and 905 
UNITED STATES PRODUCTION 


United States production of cotton cloth in the biennial census years from 
1929 to 1939 averaged 7.5 billion square yards yearly and ranged from 6.5 


1 Known as countable cotton cloths because the threads have to be counted in ascertaining 
the average yarn number on which the progressive rates of duty are based. 
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billion in 1931 to 8.7 billion in 1987. Mill output increased substantially during 
World War II and in the postwar years has ranged between 8.5 billion square 
yards in 1949 and 10.5 billion square yards in 1953. 


UNITED STATES IMPORTS 


Imports of cotton cloth are insignificant in relation to the output of the domes- 
tic cotton-textile industry. When imports were at their peak in 1923, entries of 

7 million square yards represented the equivalent of only 2.8 percent of domestic 
production. In the postwar years the ratio of imports to production reached 
approximately one-half of 1 percent in 1946, 1950, and 1953, and in other years 
has been even lower. 


UNITED STATES EXPORTS 


United States exports of cotton cloth are usually much larger than imports. 
Before the war, exports were usually 3 to 5 times greater than imports. Ship- 
ments increased greatly during and immediately after the war, and after reach- 
ing an all-time high of 1.4 million square yards in 1947, subsequently declined 
to 617 million square yards in 1953. Nevertheless during 1953 exports were 
more than nine times larger than imports. 


TARIFF HISTORY 


Before the General Agreement on Tariffs and Trade, the tariff rates on cotton 
cloth ranged from 7% percent to 47% percent ad valorem, the rates varying 
according to: (a) the fineness of yarn, with fine yarns having a higher duty than 
coarse, (b) the degree of finish, with bleached or printed having a higher duty 
than unbleached, and (c) the value of the cloth, the cheaper cloth having a rela- 
tively higher duty. 

In the general agreement, the rates were reduced on high-priced fine cotton 
cloths (yarn count over 80, and values over 70 cents per pound) but no change was 
made on low-priced cloths. The reduced rates on fine cloths range from 27% 
percent ad valorem on unbleached, to 30 percent on bleached, and 32 percent on 
printed. These rates represent a reduction in the duty on fine cloths of about 
one-sixth (for counts over 90; less for counts 80 to 90) below the rates estab- 
lished in the United Kingdom Agreement of 1939, or about one-third below the 
statutory rates of the Tariff Act of 1930. 

The duties on cotton cloth of the kinds not included in the general agreement 
(i. e., counts of 80 or under and valued at less than 70 cents per pound) remain 
as before—ranging from 74 percent to 4714 percent ad valorem. 


PUBLIC LIST 
Cotton cloth, provided for in paragraphs 904 and 905, is among the list of 


articles proposed for consideration in trade agreement negotiations with Japan 
and other countries in February 1955. 


Cotton cloth (except tire fabrics) : United States production, imports, and exports 
1939 and 1946-54 


[Quantity in 1,000 square yards] 


} 
| 


Ratio (percent) to 
production 
Production | Imports | Exports |... 
Imports Exports 
_.| 8, 266, 000 111, 824 
9, 100, 000 43, 759 
10, 140, 000 | 15, 959 
sal 9, 900, 000 | 31, 758 | 
8, 500, 000 19, 743 | 
9, 200, 000 47, 608 | 
10, 300, 000 45, 779 
36, 341 | 
64, 244 
2 38, 001 


4.3 
8.3 
14. 
9 
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Snr eonwnwrsds 


= 








1 January to September. 
2 January to August. 
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Mr. Exsernarrer. Mr. Chairman, for the information of the com- 
mittee and the public, I feel that I should bring this to your attention. 
Many Members of Congress have been receiving mail which, in my 
opinion, is attempting to drown out legislation in the national interest 
of our country by the din of a vocal minority. 

For the record I would like to read now a typical letter. The 
writer of this particular letter, and there are hundreds identical to it, 
took the urgings of someone so literally that he apparently copied 
down exactly what the opponents of this program told him to say in 
his communication to Members of Congress, without even using the 
judgment and the foresight to eliminate the directions given him. 

This letter is directed to a Congressman and you will note when I 
read the letter it, in effect, directs the Congressman to contact his 
Congressmen. You will note that this is nothing but outright pres- 
sure. 

This is a typical letter which Members of Congress have been receiv- 
ing due to this pressure campaign : 

DEAR Mr. CONGRESSMAN: If you think we are right in our ideas on tariffs we 
want you to tell your Representative and your Senators two things. First, ask 
him to please do all that he can to prevent any further cut in velveteen tariffs 
in the trade agreement with Japan. 

Next ask him not to vote one way or the other on the extension of the Trade 
Agreements Act until the results of the Japanese agreement and the Tariff Com- 
mission report scheduled for March, figures the Tariff Commission recently sent 
to the Finance Committee, and the GATT negotiations are known. 

Very truly. 

Mr. Chairman, this apparently was too much for some of the workers 
who were pressured into sending such mail to Congressmen. 

Here is another typical letter that some Members are receiving 
showing exactly what it is all about. 

Dear Mr. CONGRESSMAN: You, among lots of other Congressmen, are, at the 
moment, the victims of an organized textile lobby against lowering the tariffs 
and extension of the Trade Agreements Act. Textile companies have mailed or 
distributed to their employees lengthy directives asking them to write to you, 
even furnishing the postage. These directives quite naturally are biased, not 
representing but one side of the question. The employees therefore being unin- 
formed, fearing also the loss of their jobs, do as requested. 

Please do not let these expressions mislead you. Study the facts and vote 
for the best interest of our Nation as a whole. That is your job, to do what 
you sincerely believe is for the overall good of the most. It is not always easy, 
but it is always right. 

Thank you for your time. 

Mr. Chairman, this is just one of the many indications that we are 
being subject to a highly organized pressure campaign. As the hear- 
ings proceed in the proper place, I intend to bring to the attention 
of this committee and the public similar propaganda. 

Mr. Mirus. Mr. Reed of New York is recognized. 

Mr. Reep. I want to comment and say this in regard to that so-called 
pressure group. The Congress and the American people have been 
brain washed now for the last 20 years. So I guess this little bit 
won't hurt very much. 

Mr. Esvernarrer. I assume that brain washing also occurred during 
the 80th Congress and during the 83d Congress. 

Mr. Rerep. If you got any brain washing then, it will do you good. 

Mr. Murchison, almost everyone who has appeared here has referred 
to the proposed trade agreement with Japan as though that was the 
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extent of the proposal for tariff cutting negotiations, but are you 
aware, as I think you are, Mr. Murchison, that in addition to Japan 
we are going to negotiate cuts in our tariffs with Germany, Chili, 
Norway, Sweden, Peru, and Denmark ? 

Mr. Mourcuison. Quite so, Mr. Reed. 

As a matter of fact, the entire membership of GATT is eligible 
for whatever renegotiations we wish to make in this next round of 
concessions. 

Mr. Reev. When GATT is approved, we will be all through on 
the tariff-making proposition ; is that right? 

Mr. Morcuison. That is the way it looks to me, Mr. Reed. I have 
studied very carefully the various articles of the Geneva agreement 
on tariffs and trade, including the organization articles and those 
having to do with commercial policy. I have followed as closely 
as I could, without benefit of official information, which is lacking, 
what is at present going on in GATT and it seems to me a very reason- 
able assumption that the terms of the document finally renegotiated 
and presented to the Congress of the United States will preclude 
the freedom of Congress in the future determination of American 
tariff policy. 

I make that as a conservative, well-considered statement which I 
am unable to avoid. 

Mr. Reep. I want to thank you, sir. You have made a very fine 
statement and a very helpful one. 

Mr. Mitts. The gentleman from Ohio, Mr. Jenkins. 

Mr. Jenkrns. I would like to say to you that I think the statement 
which has been given to us by the distinguished Congressman from 
the Pittsburgh district surely could not have been brought out at a 
more appropriate time and place than brought out following your 
magnificent article and dissertation today. 

If you could boil your statement down to about two pages, I would 
take the responsibility to put my name on it and send it to every Con- 
gressman that is serving with us now. They ought to know the facts 
that you have brought out. 

For instance, this one plain, important fact you state here, the 
United States Census Bureau reports that since the crop year 1952 
and 1953 domestic cotton consumption has declined about 1 million 
bales on an annual basis. You have a right to be making your com- 
plaint and I am glad you are here doing it. I hope we can think 
of some way that the people of America will know what you have 
said today. 

Mr. Murcuison. Thank you so much, Mr. Congressman. We will 
be happy to do that to the best of our ability. 

Mr. Mitts. Mr. Simpson of Pennsylvania will inquire. 

Mr. Simpson. Doctor, I, too, think your statement is very en- 
lightening. It must concern every one of us regardless of how earn- 
estly we believe in the reciprocal matter of cutting tariff rates or 
increasing them, because apparently there is much more in this bill 
than meets the eye. 

I know you are familiar with my efforts to have someone come 
up here who can explain the bill, someone from the Government 
side, and we have had no one here to do that. 

Yours is a very good explanation. I think you are correct in 
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stating that none of us know what the tariff rate will be upon which 
the provisions of H. R. 1 apply in July. We have no way of knowing 
what cuut have been made beforehand andthe Congress is certainly 
entitled to that. 

However, there is another area which I do not believe you covered 
in your statement. If you did, I missed it. ton of, 

What is your opinion with respect to that section of the bill giving 
authority to the executive branch to disregard existing laws—let me 
put it another way—to set aside existing laws providing quotas and 
other limitations? 

Mr. Mourcuison. That could very well mean, Mr. Simpson, that 
the Congress would not only be limited in powers relating to ordinary 
trade operations, but also limited in its powers relative to the internal 
economic program of the United States, particularly as it applies 
to agriculture. 

Mr. Stmpson. With respect to laws as they are on the books today ? 

Mr. Murcutson. Certainly with respect to future legislation. With 
respect to present legislation, Mr. Simpson, I don’t feel that I am 
enough of a lawyer to be able to express judgment. 

Mr. Sruveson. On that point, Mr. Benson expressed concern and, 
of course, I make the point—I know you do—that the country should 
be told exactly what that means and what the intention is in that law. 

You do agree with that, do you not ¢ 

Mr. Murcuison. I certainly do. I have had grave misgivings about 
that. 

Mr. Srvpson. I think the Secretary was overly conservative. 

Thinking for a moment about GATT we recognize that no American 
citizen has available the intentions of those who are negotiating 
proposed legislation in Geneva dealing with what they call the pro- 
cedural aspects of GATT; that is, the provisions which would, if they 
get Congressional authority, make permanent some kind of setup to 
handle this matter of our foreign trade in an_ international 
organization. 

As you know, in the present picture of GATT, there are stated cer- 
tain things which the contracting parties agree they will not do; as, for 
example, put on quotas and place Sealation on imports or take retalia- 
tory steps against another country. 

Now, my question is this: If we go into GATT with congressional 
approval and it includes limitations upon what this country will or 
will not do, aren’t we in effect tying the hands of Congress? 

Mr. Murcuison. Exactly, Mr. Simpson. 

Mr. Srmeson. So that you and the coal people and the farmers who 
come before the Congress in the future and ask Congress to put a 
quota or a price-support program or any kind of limiting factor, may 
by doing that violate GATT in the future? 

Mr. Murcutson. With GATT given a treaty status it might not 
even be legally possible to do that. 

Mr. Suwpson. That is in the agreement today, but we have never 
subscribed to it as a nation. In fact, Congress has some several times 
spoken and said nothing in current legislation shall be deemed ap- 
proval of GATT. We are asked to undo that this year. 

Now, someone replies and says, “Well, Congress is sovereign; Con- 
gress can pass a law anyway imposing a quota.” 
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After having agreed we would not do so in Geneva ! 

Mr. Mvurcuison. I think Congress would not be able to do it. That 
is, the terms of GATT could be so construed as to preclude an expres- 
sion of any legislative power by Congress on those particular items. 

Mr. Stupson. Of course, a future Congress will not have its hands 
tied by this Congress on the surface, but if you work out an interna- 
tional agreement and this Congress authorizes GATT with those limi- 
tations, the future Congress may want to do it, but practically they 
could not do it because we would be violating our word to these 34 
nations. 

Mr. Murcuison. That is right. 

Mr. Simpson. And we would really do damage to our international 
relations under any circumstances like that. 

Mr. Mourcuison. Our hands would certainly be tied, Mr. Simpson; 
that is my judgment. 

Mr. Stprson. We would be tying the hands of future Congresses. 
We would be tying the hands of any industry that wanted to come 
before Congress and ask for relief. 

Mr. Murcuison. Exactly. 

Mr. Srareson. It is a very dangerous situation. I agree with you 
that we should know what takes place between now and July before 
we authorize in advance future cuts after July. 

Thank you, sir. 

Mr. Mus. Mr. Mason of Illinois will inquire. 

Mr. Mason. Dr. Murchison, I want to first thank you for your very 
well-thought-out analysis of the dangers contained in H. R. 1 and the 
indefinite things that are included there that none of us really know 
anything about. 

The second thing is that I want to thank you personally for the aid 
you gave me a year or so ago when I was preparing to go up to 
Cornell University to substitute for Mr. Reed on that same subject. 

Now, about this propaganda business, every member of this com- 
mittee knows that the selfish interests on both sides of this question 
are not going to leave any stone unturned to present their case to us 
for our judgment. 

I want to say that in my office we have received at least 100 letters 
for the extension of this act to every 1 against the extension and 
most of those favorable come from members of the League of Women 
Voters all over this Nation, most of whom have not heard, of course, 
this testimony and know nothing about it, but they have been sold 
on the proposition and they are bearing down on the individual 
Congressmen to have this indefinite thing extended. 

That is our American system, of course. We believe in people on 
both sides of the question having their day in court and flooding 
us with mail if that is possible and necessary in order to present 
their case. 

Then it is our responsibility to use our judgment in the face of 
pressure from both sides and de what we think is best for the Nation. 

That is all, Mr. Chairman, 

Mr. Mrius. Are there further questions ? 

Mr. Eseruarter. Just for clarification, the foreign trade figures 
that I asked to be inserted in the record include the table from the 
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Department of Commerce. The production figures were compilations 
made up by the Tariff Commission. 

Mr. Miixs. Dr. Murchison, you referred to some report of the Tariff 

Commission to be filed, I think you said in March of this year. What 
ig the nature of that report? 
_ Mr. Morcuison. That report, as I understand it, Mr. Chairman, is 
in response to instructions contained in the Customs Simplification 
Act of last year. The Tariff Commission presumably will make 
studies of the present customs classifications with a view to recom- 
mending changes in those classifications, which will make them more 
orderly, more scientifically, more logically grouped. 

Of course, other powers are also given to the Commission, for ex- 
a to make a report on all rates exceeding the 50 percent ad 
valorem. 

The Tariff Commission has made that report. 

I would like to say in connection with it they did not report one 
single rate affecting the cotton textile industry which was in excess 
of 50 percent. There are some there, but they are obsolete, they 
no longer have any meaning; we would be perfectly happy to see 
every one of them wiped out. 

Mr. Mitts. As I understand from your statement, the report to 
which you referred, which will be filed in March, has nothing to do 
with the reductions in tariff and has nothing to do with H. R. 1. 

Mr. Mourcuirson. It has to do with the important matter of classi- 
fication which I referred to because H. R. 1 instructs the President 
to avoid making classification subdivisions in his rate adjustments. 

Mr. Mius. It follows the enactment of the Simplifications Act 
of last year, in other words? This report follows the enactment of 
the simplification legislation last year and is the study that Congress 
directed be made. 

Mr. Murcuison. That is right. 

Mr. Miuzs. And it is not a matter of lowering or raising duties or 
establishing peril points or anything of that sort ? 

Mr. Murcuison. So far as we know now. 

Mr. Mitts. Now, Dr. Murchison, throughout your statement you 
referred to the extent to which tariff duties could be reduced under 
H. R. 1. I wonder if in your calculations of the additional extent to 
which tariff duties on cotton textiles may be reduced in the trade 
agreement with Japan, you have taken into account the fact that the 
Tariff Commission has to make, under existing law, peril-point find- 
ings on all of the items to be considered in connection with this trade 
agreement. 

Mr. Murcuison. We are quite well aware of that, Mr. Chairman. 

Mr. Miuts. Is it not just as much a part of the law that the peril 
point be determined by the Tariff Commission as it is that the tariff 
itself can be reduced so much? 

Mr. Mvurcnison. Yes. Unfortunately the peril-point findings of 
the Tariff Commission are merely advisory; they do not need to be 
accepted and commonly they are not accepted. ; 

Our experience with peril point is very limited, but a parallel situa- 
tion relates to the escape clause. Escape-clause actions of the Tariff 
Commission have in most cases not been accepted. 

Mr. Mitts. It is your understanding that the negotiators may enter 
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into a trade agreement to reduce a tariff below the peril point which 
is established in accordance with law by the Tariff Commission ‘ 

Mr. Murcuison. They may go below the peril point. That is my 
understanding, Mr. Chairman. 

Mr. Mis. [ am certain you have gone into this enough to know 
that there would be no effect on existing law as to peril points. It 
is in the statute just as is the limitation that the Presiden cannot go 
below 50 percent of the January 1, 1945, rates. 

Mr. Murcuison. That is my understanding, Mr. Chairman. Of 
course, the 50 percent limitation on the 1945 level is clear and definite 
in the statutes. It is equally definite that the Tariff Commission is 
required to make peril-point findings, but it is not required that those 
peril-point findings be observed by the executive division of the Gov- 
ernment. The President is seve required to report his failure to 
observe the peril points. 

Mr. Mixts. You do not have any confidence that the negotiators 
would pay any attention to the peril-point findings of the Tariff 
Commission. 

Mr. Murcuison. No great confidence, Mr. Chairman. 

Mr. Kean. Along that line, Mr. Mills, do you know any time in 
the past that the final decision has been made to go below the peril 
point ? 

Mr. Mvrcuison. The peril point findings of the Tariff Com- 
mission 

Mr. Kran. Would have to be made public. If they go below in 
the negotiations, go below the peril point, they have to report to Con- 
gress, and my memory is that they have never gone below the peril 
point in any negotiations. 

Mr. Mitts. Let me straighten it out, if I can. 

The President, himself, would have authority I think, clearly to go 
below a peril point in a straight negotiation if he so desired to do so, 
but if he should go below a peril point he must report to Congress the 
fact that he has gone below the peril point and give an explanation to 
the Congress of-why he has gone below the peril point. 

But that is the responsibility of the President, as I understand 
existing legislation, and it is an action that he and he alone is qualified 
under law to take. 

So that I think that these negotiators so far as they are concerned 
must rely upon, and be guided by, the findings of the Tariff Commis- 
sion with respect to peril points in the first instance. 

Certainly that is my understanding of what we intended in the law. 

Mr. Murcuison. That is very reasurring to hear you say that, Mr. 
Chairman. I do not wish to argue the matter because we are all here 
seeking the truth, but I believe the peril point finding requirement 
of the Trade Agreements Act is comparatively recent. I think it 
was put into the law in 1951. It was not existent at the time the 
major tariff concessions were granted at Geneva and Annecy. 

That being true, the period of its testing is relatively short. 

Now, in the escape clause we have a parallel remedy. The escape 
clause provides that in the event a concession has been made which 
threatens or has actually caused serious injury to an American indus- 
try, that certain remedy should be granted; a number of alternative 
remedies being in the power of the Tariff Commission to recommend 
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to the President, being in the power of the President to accept. I be- 
lieve all of us must admit that these escape clause proceedings have 
been for the most part useless. 

In only one or two instances have remedies been granted under the 
escape-clause procedure, and more ofter than not, I think only in one 
case have the recommendations of the Tariff Commission been ac- 
cepted by the President. 

Mr. Mitzs. Just for the record, we are not attempting to hide any- 
thing, you and I are not, and no one else; we want all the facts. 

It is my understanding that possibly in 1 or 2 instances with respect 
to specific items the President has in the past negotiated an agreement 
below a peril point established for that particular item and industry, 
by the Tariff Commission. 

In view of that restraint does it not appear that at least we can 
agree that the peril-point provision has been restraining upon nego- 
tiators ? 

Mr. Murcuison. I hope that is the case, but if it has been restraining 
one shudders to think, that is, one looking at the situation from my 
angle, one shudders to think what might have happened had it not 
been for the restraining effect of the peril point. 

Mr. Mus. The point I want to get over, if I may, in questions with 
you, is this: When you referred to all of this reduction which can 
occur, on page 10 of your statement, for example, as a result of enact- 
ment of H. R. 1, those reductions are clearly without regard to possible 
peril points determined by the Tariff Commission; are they not? 

Mr. Murcutson. That is right; those limitations are determined 
by statute. 


Mr. Mitis. You disregard any possibility of adherence to peril 
points when you say the duties could be reduced that much? 
Mr. Murcutison. Yes; I am —e there theoretically of the 
) 


possibilities; that is quite true. But I believe, also if you will bear 
with me, Mr. Chairman, the expressions of the administration in the 
matter of the tariff reductions have been very strongly put. 

The President has made it clear that it is his intention to reduce 
tariffs and to reduce tariffs in very substantial fashion. 

H. R. 1 makes that possible, makes it possible beyond the limits of 
even existing legislation. So we are disposed to believe that the pre- 
vailing philosophy of the administration will determine its judgments 
in these cases as they come up, and in the absence of definite criteria 
in the statutes, the current philosophy of the administration. And 
that seems to us to be an unsound procedure. It is a procedure that 
represents an idea of rule by men, rule according to discretions of men, 
and not a program laid down definitely by the law with the idea of 
protecting the internal economy and all its component parts equally. 

Mr. Mitts. Dr. Murchison, would your objections to H. R. 1 be 
eliminated if the committee in its discretion should make implicit in 
the law the requirement that no duty could be reduced in a trade 
agreement entered into hereafter that involved a reduction below the 
peril point established by the Tariff Commission ? 

Mr. Murcuison. In other words, I interpret your question as mean- 


ing that the peril-point findings of the Tariff Commission should be 
made mandatory ? 
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Mr. Mus. As far as the original negotiation is concerned. Would 
you go along on H. R. 1 if we made that requirement ? 

Mr. Murcuison. That requirement would certainly constitute a 
tremendous improvement on H. R.1. It would be reassuring. But 
I feel that H. R. 1 has further objections. 

I certainly would be unwilling to say that our industry would sup- 
port this legislation merely with the one amendment which you have 
referred to. 

Mr. Mitus. You think your industry could possibly be injured if 
such an amendment were written into the law ? 

Mr. Murcnison. Yes, I do; and on this theory, and I think past 
experience has proved it very clearly. 

There is no way of predicting the results of a given tariff adjust- 
ment. Nobody can tell me for sure what the effects will be, or :be 
reasonably sure what the effects might be, and even the Tariff Com- 
mission might be in error. 

Peril-point findings of a particular period might represent adjust- 
ments which a year later would be proved to be totally wrong. So it 
would seem to me that the mandatory escape-clause action would also 
-be necessary. 

Mr. Mirus. You mentioned past experience, Mr. Murchison, of this 
industry. I want you to understand clearly that I am as interested in 
the textile industry as anyone can be; I am as interested in any other 
industry. I want all to survive; I want all to prosper under our 
American way. 

Now, let us look at the textile industry. You have the figures. I 
don’t know as much about it as you do, but I am told that in 1953, for 
example, out of a total production of over 10 billion square yards of 
cotton cloth, the United States exported 610 million square yards, or 
6 percent of that total production. Is that approximately correct ? 

Mr. Murcuison. That is approximately correct. 

Mr. Mitts. Imports in 1953 were about 45 million square yards. I 
am not certain about that figure, but I think it is approximately cor- 
rect. Do you know whether it is? 

Mr. Murcutson. That would be close enough for the idea you have 
in mind. 

Mr. Muts. In 1952 we imported about 36 million square yards. 
That is less than one-half of 1 percent of our production, is it not? 
In the entire postwar period imports of cotton cloth have never been 
greater than one-half of 1 percent of domestic production, have they ! 

Mr. Murcuison. Imports? 

Mr. Mirais. That is right. 

Mr. Murcuison. Your statement is correct. 

Mr. Mitts. In 1939, our imports were approximately 1.4 percent, 
were they not? 

Mr. Murcuison. I would have to check the figures for that. 

Mr. Miius. In the first 9 months of 1954—and I do not have infor- 
mation for the last 3 months—in value terms imports of cotton cloth 
and other cotton manufactures were running at a total annual rate of 
$68 million, were they not? 

4 one Morcuison. I would know the figure in yards, but not in 
ollars. 

Mr. Mirrs. In 1953 they were $72 million, were they not? 


57600—55—pt. 2 18 
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Mr. Murcuison. That I do not know, Mr. Chairman. 

Mr. Mitus. Exports of cotton cloth and other cotton manufactures 
were running at an annual rate of $262 million, which is 4 times im- 
ports, were they not? 

Mr. Murcutson. That would seem to be about right. 

Mr. Mirus. In 1953 they were $272 million in exports, were they 
not? Am I justified, then, in reaching the conclusion that the textile 
industry has an important net stake in the exports of cotton cloth and 
other cotton manufactures? 

Mr. Murcuison. We have a very important stake; we certainly do. 

Mr. Mixis. How can we, Dr. Murchison, continue to export cotton 
cloth and cotton manufactured goods, if we refuse to import anything 
into the United States? 

Mr. Morcuison. Mr. Chairman, you have given me a wonderful 
oppertunity here to clear up some very important factual matters. 

Mr. Miuus. If I may interrupt you, I want you to take advantage 
of that opportunity. 

Mr. Murcuison. I wish to do that. Let us take the picture of 
imports and reflecting as they do a rapidly changing world, the 
1952-53 figures are obsolete, even the first 9 months of 1954, they are. 
no longer to be regarded as representative. 

The total imports for 1954 were much more than twice the imports 
of 1953. There has been a sharply mounting trend of imports over the 
past 3 years and in the last 4 months of 1954 the annual rate of imports 
moved upward to the annual equivalent of about 150 million yards. 

That includes not only the imports of countable cloth, but the 
imports of many types of specialties, such as damasks, velveteens, 
{able covers, towels, sports shirts, apparel goods. So that we estimate 
in October and November—of course, we don’t have the figures on 
December yet—that the annual rate of imports is in the neighborhood 
of about 150 million yards which represents the previous high point 
of American imports prior to World War II. 

Now, it must be remembered in that connection also that for a 
few years following World War II a number of countries had textile 
industries which had not yet recovered. The textile industry of 
Japan, Germany, United Kingdom, of a number of the western Euro- 
pean countries, were still more or less prostrated, undergoing the 
rehabilitation necessary for them to again become internationally 
competitive on a big scale. 

During that same period of time, the world, as a whole, was afflicted 
with a great scarcity of cotton goods. Sothe pressure to export cotton 
goods into the United States was less than the pressure to export cotton 
goods to the areas of scarcity, and only within the past 2, 214 years, has 
that situation taken the form that it has, a complete recovery on the 
part of the other industries in foreign countries which have carried 
them above, in some cases, prewar production, moving into American 
markets, and we see that sharp upward trend which in 1954 doubled 
1953. 

1955 will probably double 1954. That is the way it is moving. 

Now, that is the situation with respect to the imports. The rapid 
trend proves that existing tariff rates are not restrictive on imports 
from Japan. 

Now, let us look at this export picture. So often I have had to con- 
front this question, Mr. Chairman. It is a question which I feel that 
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the committee should understand. It is important to H. R.1. What 
is the distribution and the character of the American cotton goods 
export trade? 

zt us first take the distribution. One-third of our total export 
trade goes to Canada. Canada has an industry which is greatly 
inadequate to its own domestic consumption. Canada adjoins the 
United States. It has in the New York market current offerings 
representing the greatest diversity of cotton goods existing in the 
world, cotton goods that Canada wants; her tastes are parallel to 
ours; cotton goods which can be bought on Monday morning in 
New York City from the floors and delivered to main distributing 
points in Canada by Wednesday, fast freight shipments. 

We have no overseas trade with Canada. Fast freight shipments 
make those deliveries overnight or in a period of 48 hours. 

That is why we have the Canadian business. 

Incidentally, Canada is the only country in the world which has 
continued to the United States the tariff concessions granted in this 
round of trade agreements at Geneva down to the present time. All 
the other countries, most of them, have shut us out or restricted us. 

Canada; no. So a third of our export trade goes to Canada for 
the special reasons which I have mentioned. 

The two countries of next greatest importance are the Philippines 
and Cuba. With respect to both the Philippines and Cuba, the United 
States occupies a preferential position which, of course, you under- 
stand much better than I do. Our shipments to the Philippines are 
duty free. Our oe premes to Cuba command a big tariff preferential 
as a result of special agreement with us. 

There is another 200 million yards. In these three countries you 
get two-thirds of the total American exports, American exports for 
special reasons. 

Take the remaining one-third of our total export trade. We have 
a nice, big portion of it down in Indonesia, largely made possible by 
the United States foreign aid program. 

Taking the remainder of our export trade we find that it represents 
for the most part a widely scattered geographical distribution of 
special quality goods or special utility goods in these areas which 
can be had from our own industry under prompt deliveries and under 
exact specifications without any long periods of 6 and 8 months’ time 
for delivery and without any question of being able to provide imme- 
diately, or without any question of meeting the specifications. 

Now, those are the special reasons. Our export trade is a special 
reason trade. 

Mr. Mitts. Now, I would like to have you answer my question, if 
you will: How can we maintain this very favorable ratio of exports 
of textile goods from the United States to imports of textile goods 
into the United States unless we import something into the United 
States? 

Mr. Murcuison. Is there a net gain, Mr. Chairman, by balancing 
off exports and imports? We have the greatest variety of goods. 
In terms of labor costs, we have the cheapest goods. hat could 
be gained by bringing in these goods from Japan and curtailing 
domestic consumption 

Mr. Mirus. I do not want us to lose this ratio that we have, of 
four times exports to imports of cotton textiles, and I do not want 
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the Congress to take some position legislatively that will result in 
our losing that if we can help it, but I want to know how we can main- 
tain it and follow your recommendation that we do not import? 

Mr. Murcutson. Thank you, Mr. Chairman. 

The great objective of the cotton textile industry of the United 
States is to expand cotton consumption throughout the world, where 
it is needed. 

Mr. Mitts. Exactly. 

Mr. Murcuison. Prior to World War IT Japan had a very thriving 
export trade; she still does; she is the top country in the world with 
1,200 million yards. That constituted no problem to us except for 
a very short period prior to World War II, when the Japanese 
Government was looking for dollar exchange in preparation for war. 
Japan found her markets in Arabia, Indonesia, throughout the whole 
of the Pacific, and certain portions of South America and in the Near 
Fast. . 

That is where the searcity areas were. Right now what has hap- 
pened? What has happened is that with trade restrictions, currency 
inconvertability, Japan cannot ship into those areas where her goods 
are needed, so it is presumed the problem can be solved by diverting 
her goods in the countries of greatest abundance where they are not 
needed. 

We insist that they go back to the fundamentals and that the United 
States Government in its effort to solve this foreign-trade problem 
be more energetic in trying to overcome the condition of trade re- 
strictions and currency inconvertability in these other areas. 

Mr. Mituis. Now, you referred a moment ago to the fact that we 
export a great amount of cotton textiles into Canada; is that right? 

Mr. Mvurcuison. That is right. 

Mr. Mitts. Up to the advent of production in Japan what country 
constituted our greatest competitor in the textile industry? 

Mr. Murcuison. You mean in international trade, Mr. Chairman? 

Mr. Miius. Yes, sir. 

Mr. Murcutson. If you are speaking of prior to the Japanese, in 
the early thirties, the United Kingdom, I would say. 

Mr. Mrs. I am speaking of the United Kingdom. I would like 
to know how it is possible for American textiles to compete satis- 
factorily, as we have since World Kar I, with the products of the 
United Kingdom in Canada, where we have succeeded in competing? 

Mr. Murcuison. In the United Kingdom, Mr. Chairman, techno- 
logical progress has not occurred as rapidly as it has in some other 
areas. 

Mr. Mrrzs. As in Japan? 

Mr. Murcnison. In Japan and the industry is newly built. Eighty 
percent of it is new modern machinery built since World War IT. 

Mr. Mus. You fear that their technological development is ahead 
of us? 

Mr. Mourcuison. The technological development of the Japanese 
industry may not be ahead of ours. They may have certain spinning 
operations which are ahead of the American average, but I would say 
that the technological efficiency of the Japanese industry compares 
very favorably with the American industry and some expert. observers 
have said that in certain respects they may be getting ahead of us. 
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No less important a person than Dean Malcom Campbell says that 
in some respects they are ahead of us. 

Mr. Mus. What they have gotten, they have gotten from us. 

Mr. Murcuison. What they have they have not gotten from us com- 
pletely. Americans funds, of course, aided in the development of the 
industry. 

Mr. Mus. Machinery? 

Mr. Murcuison. Certainly. For the most part they made their 
own machinery. They have a tremendous machinery manufacturing 
industry over there. 

Mr. Mitts. Mr. Murchison, it is time for the committee to adjourn. 
T would like to ask you many more questions, but I will desist. 

Are there other questions ¢ 

Mr. Mason. I want to ask unanimous consent to insert in the record 
at this point two tables on the amount of imports compared to our own 
production. In the case of cotton table damask, it is 71.9 percent of 
our own production. 

And in the case of cotton velveteen, it is 40.5 percent of our own 
production, being shipped in from Japan right now. 

I ask unanimous consent to have these two tables inserted. 

Mr. Mis. Without objection, it is so ordered. 

(The material referred to is as follows:) 


PARAGRAPH 909. Corron VELVETEENS 
Chief source of imports: Prewar, Japan; postwar, Japan, Italy. 


Rates of duty and equivalent ad valorem, 19538 
Equivalent 
ad valorem 
(percent) 
Plain-back velveteens: 31144 percent ad valorem 
Twill-back velveteens : 
25 cents per sq. yd.; 
22% percent ad valorem minimum ; 
44 percent ad valorem maximum 


Area of domestic production: Massachusetts, New York, Virginia, North Caro- 
lina, South Carolina, Georgia, Arkansas. 

Ratio of imports to production: Data on production are not reported by the 
Bureau of the Census. Reports of sales by domestic producers are used as basis 
for ratios. 

Percent Percent 
27.9 | 1952 22.9 
84.9 


The ratio of imports to production will be much higher than in 1954, and 
imports will be equal to, if not exceed, domestic production. 


Paracrapnu 910. Corron TasLeE DAMASK AND MANUFACTURERS OF TABLE DAMASK 
Chief sowrce of imports: Prewar, Japam; postwar, Japan. 


Rates of duty and equivalent ad valorem, 19538 
Equivalent 
ad valorem 
Cotton table damask: (percent) 


If valued less than 75 cents per pound : 30 percent ad valorem 
If valued 75 cents or more per pound: 

22%¢ per pound ; 

17% % ad valorem See 

30% ad valorem maximum 


Average 
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Areas of domestic production: Maine, New Jersey, Virginia, North Carolina, 
Georgia. 
Ratio of imports to production 


Percent 
TR ns seaccktns dphngh aie ae 52.0 
1961S LS a tnd 46. 2 


Production estimated in part. 


Mr. Miuts. Mr. Reed will inquire. 

Mr. Reep. Dr. Murchison, isn’t this true, that we have furnished 
much of the money for these people abroad to tool up, whether it is 
textile or other products, and that they are not in full production by 
any means at the present time, but that production is becoming 
greater ¢ 

Mr. Murcuison. Yes, that to a very large degree is true and let 
me point this out, that the Japanese industry has grown at the rate of 
a million spindles a year since 1947. 

The German industry has grown with almost equal speed, and in 
almost equally astonishing degree, and throughout the whole of 
Western Europe I would say a great part of the rehabilitation and 
the expansion of the textile industry has been at the expense of the 
American taxpayer. There can be absolutely no question about that. 

Of course, that is the way we intended it, and that is the way it 
happened. 

Mr. Reep. I remember studying this proposition several years ago, 
and at that time these facts were brought out that the Japanese got 
many of the machines that Great Britain was using and then improved 
on those machines and England could not find out what those im- 
provements were. 

Mr. Murcurson. The Japanese are great students of machinery in 
other countries. In our machinery exhibits in the United States they 
have photographs all around and under and on top of every machine. 

Mr. Mixts. Dr. Murchison, we appreciate again your appearance 
and the information you have given to the committee. We thank 
you, sir. 

Mr. Murcuison. Thank you so much. 

Mr. Mrius. The committee will stand adjourned until one-thirty. 

(Thereupon, at 12:35 p. m., the committee was recessed, to recon- 
vene at 1: 30 p. m., same day.) 


AFTERNOON SESSION 


Mr. Mitzs (presiding). The committee will come to order. 

The next witness on the calendar is Mr. Seabury Stanton. 

Please come forward and give your name, address, and the capacity 
in which you appear, for the record. 


STATEMENT OF SEABURY STANTON, CHAIRMAN OF THE BOARD OF 
DIRECTORS OF THE NATIONAL ASSOCIATION OF COTTON MANU- 
FACTURERS 


Mr. Sranron. My name is Seabury Stanton. I am chairman of 
the board of directors of the National Association of Cotton Manu- 
facturers and president and treasurer of Hathaway Manufacturing 
Co., New Bedford, Mass. 
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The National Association of Cotton Manufacturers is made up of 
northern cotton and man-made fiber mills located predominantly in 
New England. It is an important part of the textile industry of New 
England, which today compitana about 170,000 workers and is the larg: 


est employer of labor in the 6-State area. 
I should like to offer for inclusion in the record the statement of 
the association. 
Mr. Mitts. Without objection, it will be included in the record. 
(The document referred to above is as follows :) 


STATEMENT OF NATIONAL ASSOCIATION OF COTTON MANUFACTURERS 


The National Association of Cotton Manufacturers, 80 Federal Street, Bos- 
ton, Mass., was formed in 1854 and represents northern cotton and manmade 
fiber textile mills located predominantly in New England. 


NEW ENGLAND MILLS 


Cotton mills in this group generally manufacture fine combed cotton fabrics; 
others produce carded goods, manmade fiber textiles, and silk textiles. 

The New England textile industry, of which the cotton and manmade fiber tex- 
tile mills constitute a significant portion, is the region’s largest manufacturing 
employer, with more than 170,000 workers employed in the industry. 

Since the founding of textile manufacture in this country, it has been neces- 
sary to provide protection against foreign producers. Operating under these 
conditions the industry has grown first in New England and then throughout 
the United States, and developed a scale of wages commensurate with the Amer- 
ican standard of living and far above the levels of compensation prevailing in 
the foreign textile-producing countries. 

The New England cotton-textile industry has traditionally favored protection 
for workers and stockholders from the low-wage competition of foreign countries 
and today continues to endorse such a policy in the interests not only of them- 
selves, but the area, the industry, and the Nation. 

This statement sets forth the reasons for this position and the significance 
of current and pending legislation. Briefly, New England will be hurt first and 
worst if foreign fabrices are substituted for American, because its mills produce 
goods with a high labor content at the highest wages paid in the industry. 


SUMMARY OF POSITION 


We are opposed to H. R. 1 in the following particulars : 

1. The authority to grant concessions up to 50 percent of the rates on January 
1, 1945, is extended in the case of over 90 percent of the cotton textiles, as well 
as certain woolen and other textiles presently on the list for negotiation with 
Japan, whereas in the case of most industries this authority is not extended 
(p. 5, lines 13-22). 

2. In addition to an authorized reduction up to 50 percent of the January 1, 
1945, rates, H. R. 1 grants an additional 15 percent on July 1, 1955, rates if 
agreement is reached with Japan prior to that date (p. 10, lines 9-16). 

3. A reduction in duties on textiles whether up to 50 percent of 1945 rates or 
up to 15 percent of 1955 rates will damage the domestic industry. 

4. The authority to reduce rates on “any article which the President deter- 
mines * * * is being imported * * * in negligible quantities” by 50 percent of 
the January 1, 1945, rates is vague and uncertain and could lead to serious 
damage to the textile industry. 

5. H. R. 1 fails to provide adequate escape-clause and peril-point procedure, 
whereby when injury or unemployment threatens a domestic industry or segment 
thereof, relief will be granted promptly. 

Our reasons for opposing H. R. 1 rest upon the knowledge of certain funda- 
mental characteristics of our industry which make it peculiarly sensitive to 
competition from other textile-producing countries. The nature, location, and 
makeup of the industry is such that depression and unemployment cause wide- 
spread hardship. 
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TRENDS OF DOMESTIC PRODUCTION AND SALES 


1. Present condition 


The American market for cotton textiles is and has been in a depressed 
condition. Examination of the industry’s economic indicators shows only too 
well the difficult conditions which have been experienced by the entire United 
States textile industry and which have been even more marked in New England. 

Cotton consumption has shown the following declines: 


United States; New England South 


Average per working day in actual 
number of bales 


| 
January 1951__...._- : 42, 746 | 
November 1954 36, 087 | 


Percent changes 


Source: Bureau of the Census, U. 8. Department of Commerce, Facets for Industry. 


November 1954 from January 1951 —15.6 —47.0 


Spindle activity of mills consuming 100 percent cotton fiber has dropped as 
follows: 


| United States] New England South 


Average hours per working day, millions 


| | 
SOUR OREINIT ks ook See othe] rae 508. 5 | 71.9 | 430.8 
1954— November : : gneiss ty . 449. 6 | 42, 2 | 406, 2 


Percent changes 


1954—November from January 19651-_------- biigideodbek« —11.6 | —41.3 | —5.7 








Source: Bureau of the Census, U. 8. Department of Commerce, Facts for Industry. 


Production of both cotton and manmade fiber broad woven goods has declined 
significantly during the first three quarters of 1954: as shown below: 


Cotton broad} 

woven goods | Fine cotton Synthetic 
(all, except | goods fabrics 
tire fabrics) 


Millions of linear yards 


| 
1951—First quarter - aabdieabobudkn sbi bee satiated eae , BBE 350 
1953— First quarter ; suLesiU. ods ee 4h . ; | 331 
Second quarter _.. 506 | 325 
Third quarter ; saan ; i 3ll 
Fourth quarter iputihiabacaie , cing dita > | 333 | 
-First quarter oad Lijunvbeuabdl it , 321 
Sec nd quarter ; - bin ceche seks 451 | 3ll 


Third quarter ce ; ou eae 9 3204 | 286 | 


Percent changes 


1954—Third quarter from first quarter 1951 ‘ | —18.3 





Source: Bureau of the Census, U. 8. Department of Commerce, Facts for Industry. 
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Manufacturers’ sales of broad woven fabrics (cotton, manmade fiber and wool) 
have dropped considerably as shown in the following table: 


All United States 





Sales Inventories 
| | 
Seasonally adjusted in 
| millions of dollars 
| 
| ———-——--—.- eens 
OE Rieti A et cick et eit cg i dl ale onthe aden ances 757 | 1, 706 
1953—N ovember-.-_--- os tn tia tans enc mihinte ; | 523 | 1, 444 
1954—January --- - -- pueeohseere. naene 489 | 1, 385 
February---.----- bod ‘3 Wass wd . | 503 1, 399 
il, chibi tees bisa ketenes detedieunast aa a . 508 | 1, 396 
trans aediedienad ‘ niitdearentuieaiei " . aioe 531 1, 376 
May...--- ; s : 576 | 1, 374 
June-_.- bee . : 516 1, 396 
July...... . 526 | 1, 354 
Augntt. ....-<««.. Sitniagheiges = ~ ; _? 495 1, 360 
September-...- : ; a 528 | 1, 365 
October _ _- =< 519 | 1, 353 
November......-...-.-- ai Reds Ase Sh had psi 532 | 1, 393 
Percent changes 
' 
1954—November from January 1951-....- iach teehee adie mabe pinata acacia —29.7 —18.4 





Source: Office of Business Economics, U.S. Department of Commerce, Industry Survey, Manufacturers’ 
Sales and Inventories. 


Mill margins, the difference between cloth prices and prices for the average 
qualities of cotton used in the manufacture of the cloth, have been declining 
steadily for the past 2 years, and are now 9 percent below a year ago, and 47 
percent below January 1951. The following table shows that the drop in mill 
margins was caused by the combination of a decline in cloth prices and an in- 
crease in the cost of raw cotton to the manufacturer. 


Indewves of cloth prices, cotton prices, and mill margins, 1958 and 1954 


(January 1951 equals 100] 


| Cloth prices | Cotton prices Mill margins 


| 1953 | 1954 | 1953 | 1954 | 1953 | 1954 


January * ened ; | 72.5! 67.2!) 76.8 78.7 69. 2 57.5 
February -- daatas | 72.5!) 66.6 77.9 80.7 68.3 54.7 
= eS ee es : |} 71.4 66.3 78.8) 80.8 65. 5 54.0 
BIE ib badion denstascaennd Nicene 70.6 | 66.0} 781| 803) 64.4 53.8 
May....- ; : ; | 70.8 65.8) 788] 80.9| 64.4 52.9 
( SEES ES eee . 71.7 65.8 | 78.8!) 80.4 66.1 53.4 
July ltt clini alata ee 71.7 66.1) 794) 81.1 65. 6 53.3 
ANSOSE Hiccss dss she : 5 bas tt 7K 2 66.1) 78.5) 81.1 66. 4 53.4 
September. : aS eed oe ---| 71.1 66. 2 77.6 82.4 65.9 52.3 
October. -_- Sree esas : aeeerd 69.5 66.5 | 77.2 81.7) 63.3 53. 6 
November-_-. shleieminaanaibiaide f deagetd wei @21 77.8 80.5 59.6 54.0 
pocetaber o pian aie adhinenn aes a 67.2 66.2 77.6 | 81.4 58.6 53.4 





Note.—Indexes based on following prices: Average cloth price of 17 constructions, and average price for 
the average qualities of cotton used in the 17 constructions as reported by the U. 8. Department of Agri- 
culture. 


Source: Agricultural Marketing Service, U. 8. Department of Agriculture “Cotton Price Statistics.” 


Of additional importance in evaluating the conditions of the industry is the 
decline which has taken place in the per capita consumption of textiles in the 
United States since 1950, as shown below: 
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Per capita consumption 
{In pounds] 


Total Manmade Wool Cotton 





26. 8 


Source: Textile Organon, vol. XXV, No. 9, September 1954. 


The New England cotton and manmade fiber textile industry has not only 
experienced difficult conditions since January 1951, but much of the loss has 
taken place within the past year. The most recent data available show that 
spindle activity has declined 10.2 percent; cotton consumption, 12 percent; and 
employment, 22.8 percent, from November 1953 to November 1954. 


2. Measures of injury 


In order to measure the extent of the damage which has already been done 
to the cotton and manmade fiber textile industry as the result of depressed con- 
ditions and as an indication of the even more serious damage which would 
result from a lowering of textile tariffs, it is necessary to examine the losses to 
employees, communities, and investors. One of the chief characteristics of the 
industry is the fact that it is composed of thousands of small- and medium-sized 
establishments with heavy employment concentrations in local areas. This 
characteristic magnifies the severity of losses to this industry. 

The textile industry’s present condition has resulted in a decline in employ- 
ment of 265,000 jobs and in the cotton and manmade fiber textile industry of 
almost 60,000 jobs since January 1951. In New England alone employment has 
fallen by over 48 percent since 1951, and by 22.8 percent since November a year 
ago, in the cotton and manmade fiber textile mills. 


Employment—Testile mill products (broad woven fabrics ) 





United States| New England South ! 





Thousands 


January 1951 
October 1954 


October 1954 from January 1951 


! Georgia, North Carolina, South Carolina, Tennessee, and Virginia, 


Source: Bureau of Labor Statistics, U. 8S. Department of Labor for United States and New England 
data; State departments of labor for southern data, 


Employment—Cotton and synthetic tertile mills (broad woven fabrics) 


New 
England ! South * 


January 1951_......- : e 74, 515 322, 300 
ising iat bgp osdncocm scakaaeotacannds Ga came tensa tne 38, 600 299, 000 


Percent changes 


October 1954 from January 1951 fs . —7.2 


! Sample of New England mills reporting to the National Association of Cotton Manufacturers and does 
not represent total New England employment. 
? Georgia, North Carolina, South Carolina, and Virginia. 


Source: State departments of labor for southern data and the National Association of Cotton Manufac- 
turers for New England data. 





TRADE AGREEMENTS EXTENSION 1643 


The textile industry is currently capable of not only supplying the full domestic 
demand and maintaining exports, but of increasing its output within a few 
months by an additional 15 percent as it did under the stimulus of the Korean 
war in 1950. (See table on p. 5.) 

Unlike a growing industry which might be able to share its growth with others, 
the cotton and synthetic textile industry of the United States has no growing 
market to partition. It, would be forced to give up a market which is not big 
enough for its present capacity. This condition is due in large measure to the 
expansion of capacity and output which took place to meet war and immediate 
postwar needs. 

(a) Unemployment.—A substitution of foreign for American cloth would in- 
crease current unemployment to an extent which no branch of the Government 
should recommend or sanction. The decline in employment in New England 
cotton and synthetic textile mills since January 1951, almost one-half of which 
has occurred since November 1953, has left a serious unemployment problem. 
In addition, many mills have been operating on a short-time basis of 3 or 4 days 
a week with temporary shutdowns of a week or more at a time. 

The impact and extent of unemployment in textiles is severe because the in- 
dustry is composed of a large number of small- and medium-sized establishments 
employing over 350,000 workers with heavy employment concentrations in local 
areas. The average number of employees in textile mills in the United States is 
low in all regions and all branches of the industry. 


Employees per establishment 


United New Eng- Mid- 
States land Atlantic 


— 
South 


1, Cotton and related broadwoven fabrics... ._._- 
2. Yarn and thread mills except wool. --_--_--- 
3. Rayon and related broadwoven 

4. Woolen and worsted manufactures 


Source: Report of the committee appointed by the New England Governors 1952, 


The textile industry, in addition to being one of the largest employers of 
American labor, is characterized by the fact that mills employ a relatively high 
proportion of the workers in the labor-market areas where they are located. 
Hundreds of mills are situated in small towns, where they provide either the 
sole or principal source of income to their community. Other mills are located 
in “textile centers,” such as Fall River and Lowell, Mass., where they represent 
a large proportion of the total manufacturing employment in the area. 

In New England 1 out of 6 manufacturing jobs is in textiles; in Massachu- 
setts, 1 out of 7; and in Rhode Island 30 percent of all manufacturing em- 
ployees are employed in textile manufacturing. (See tables I and II, attached, 
for the relative importance of the textile industry in our national and regional 
economy.) 

The following table shows the concentration of cotton and synthetic textile 
employment in typical New England textile communities : 


Textile employment’ as a percent of manufacturing employment 


Massachusetts : Percent | Maine: Percent 

Lewiston 42.9 

North Adams , Sanford___ 50. 0 

Fall River ; Biddeford-Saco 38.3 

ae ee aa ra .2| New Hampshire: Manchester__._ 34. 

Rhode Island: 

New Bedford b Albion and Lonsdale__....__ 86. 

Connecticut : ae a cee ccs 99. 

re z Warwick 
Stonington ; Ashton 
Warren 


ocoonacrt oS 


Crnw 
2 


1 Predominantly cotton and synthetic textiles. 


As the industry is made up of many independent units and is the principal 
source of employment in communities, unemployment causes unusual hardships. 
Textile workers displaced by foreign or domestic competition either remain 
unemployed or are forced to take lower paying jobs. Experience has proven that 
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so-called growth industries do not absorb such workers. A study of 1,705 
displaced New England textile workers recently completed by the bureau of 
business and economic research of Northeastern University shows that less than 
half the workers were reemployed, and of this number two-thirds were earning 
less pay. Other textile mills provided the chief source of reemployment, a 
situation which makes the problem more acute if textile closings were to become 
widespread. The study concludes that “workers displaced * * * are not being 
absorbed in large numbers by the industries which have been expanding in 
this area.” 

(b) Loss to communities and areas.—An area or community stranded by the 
loss of one of its principal industries does not attract other industries. In New 
England the textile mill industry is still the largest manufacturing employer 
with 170,000 jobs. In each of the States in the area it is an important factor. 
The cotton and synthetic mills in the area annually provide a payroll in excess 
of $200 million a year, produce goods valued at $590 million, pay taxes of many 
millions, purchase supplies in the amount of $24.4 million per year in their own 
communities and $48.9 million in New England. In addition, New England cotton 
and rayon mills spent $185 million in modernizing plant and equipment between 
1946 and 1953. 

The impact of increased unemployment in this region would be increased sixfold 
in other areas of the country where the industry is larger and even more concen- 
trated. “It is no exaggeration to say that one textile job lost and not replaced 
means a loss to the community of twice the textile wages cut off.” * 

Many other New England industries, such as trucking, railroads, textile 
machinery, utilities. and the innumerable suppliers of goods and services, are 
dependent upon the wellbeing of the New England cotton and manmade textile 
industry for their health. Each year the New England mills support the regions’ 
railroads to the extent of nearly $2 million, and buy over one-half million bales 
of cotton. 

(c) Loss to investors.—Investment of over $8.2 billion in textile mills would be 
jeopardized by a lowering of textile tariffs. Investment in New England is esti- 
mated at $1.5 billion and replacement at $2.7 billion. The opening of our home 
market for textiles to the competition of low-cost Japanese mills would subject 
this investment to serious losses because textile-mill properties and equipment 
could not be profitably liquidated under such circumstances. 

Cotton-textile concerns cannot long operate at a loss. Low-priced foreign 
goods even though not imported initially in large quantities nevertheless so cur- 
tail sales and depress prices that operations soon become unprofitable. In such 
a situation textile-mill managements have little choice but to cease operations 
altogether. This situation aggravates the losses out of proportion to the actual 
volume of imports and in turn creates a situation favorable to more imports. 

(d) Unemployment and losses will progress rapidly.—Because of the nature of 
the industry overall and of the fine-combed goods industry in particular (50 per- 
cent of which is located in New England), the substitution of imported fabrics 
for our own will accelerate at a rapid pace. The industry is noted for the severity 
of its price competition. It is estimated that over 90 percent of American pro- 
duction of cloth is in staple items. Industries of other countries can and do 
produce these staple goods and will compete on a price basis with United States 
fabrics. Differences in cost of production and resulting level of prices which a 
producer can offer control the volume of his sales. 


COMPETITIVE STRENGTH OF JAPANESE COTTON TEXTILES AND IMPORTS BY THE UNITED 
STATES 
1. Competitive strength 

The competitive characteristics of the cotton-textile industry are basically the 
same throughout the world. Japan has access to the same raw materials, ma- 
chinery, and techniques which are available to the American industry and has 
had years of textile experience. 

According to the Mitsubishi Economic Research Institute of Tokyo, in its 
Survey of Economic Conditions in Japan, September 1954, “The Japanese cotton 
industry * * * is again competitive in overseas markets through the moderniza- 
tion of equipment and the process of rationalization. The reduction in costs 
through the use of raw cotton imported with low-interest American credit is 
also noteworthy.” In the fine-goods field, which uses Egyptian cotton, American 


manufacturers have to contend with a quota and duty on imported Egyptian 
cotton. 


1 Report of the committee appointed by the Conference of New England Governors. 
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It is estimated that over 90 percent of American production of cloth is in 
staple items. The Japanese cotton-textile industry can and does produce these 
staple goods and compete on a price basis with United States fabrics. Differences 
in cost of production and resulting level of prices which a producer can offer 
control the volume of his sales. 

The cotton-textile industry is a labor-oriented industry in that it has a rela- 
tively high percentage of labor costs to other costs. This is particularly true of 
the fine-combed cotton industry in which New England mills specialize. 

(a) Wages.—Wages and other forms of compensation are the most important 
factor in measuring the cost of producing fine-combed cotton goods. In such 
goods, it is estimated that labor equals 43 percent; raw material equals 40 per- 
cent; and all others equal 17 percent. 

A comparison of our wages with those of other major textile-producing coun- 
tries emphasizes the rapidity with which the American industry would be under- 
mined by these enormous differentials. 


Textile industry wage data—United States and principal tezxtile-producing 





countries 
| e : Percent Percent 
ross hourly United Northern 
Country earnings ! States ex- States ex- 
ceeds ceed 
nase nidainidinne decid oid-netekbineasiinalineniennemmtionica $0. 393 226 259 
NN seed, betta ih sco dankanntawotenanmnedtzhibentales . 454 182 210 
Ge EON Sets ataiitnndececann eds nmchbbacdtenchbiaan . 305 320 362 
athiatitnsnad<didttiblncagcctaetuteudiucindedans setbbagee . 004 1, 262 1, 400 
eee heii era iter twin aa: bcc hetaeanant lethal ee eieeniaete . 240 433 488 
P= Sd a pecdsannandeddecdatedetinat’ tdnaebstevceasaetibes 119 976 1, 085 
NG ids ot bi cnc eongnbbcecccchadsnlbldecccaqese . 495 158 185 
inicio nh Bb cbhvesccnncp a Rasaciesduce Ec dicncieimaies Ramalinteidd 
Fees BONGO Sead os hh s bes aln cl ie aelescdncd 1. 410 


! Data for foreign countries as of most recent months available in 1954 (some for 1953) except India where 
latest available data are for 1949. 


2 United States and northern earnings for July 1954. 
Sources: Bureau of Labor Statistics, U. S. Department of Labor, and Daily News Record of Oct. 5, 1954. 


(b) Productivity and capacity—Productivity in Japan has been increasing 
steadily since the end of World War II and the index prepared by the Mitsubishi 
Economic Research Institute of Tokyo in its Survey of Economic Conditions in 
Japan shows an increase of almost 125 percent since early in 1950. 

Further affirmation of marked gains in productivity is found in the quantity 
of new machinery installed in Japanese mills and by the fact that the present 
rate of production in Japan is almost equal to prewar production but with only 
two-thirds of the number of spindles in operation prior to the war. 

Since the bulk of Japan’s old textile equipment and machinery was destroyed 
during World War II, relatively all of the current machinery is new and modern. 


Operable machinery and production of fabrics, Japan’s cotton tertile industry 


| Production 
Spindles! | (thousands of 
| Square yards) 





| 11, 889, 256 
| 2, 899, 306 3 337, 872 
3, 376, 372 920, 634 
: 3, 700, 964 981, 683 
4, 341, 196 1, 517, 859 
6, 366, 501 2) 077) 931 
7, 451, 957 2, 158, 000 
7, 663, 487 2' 709, 197 
7, 879, 910 3, 183, 554 








1 As of December in each year except as of August in 1954. 
2 For 1938. 


§ Cotton spinners only, data from Independent Weavers not available. 


Sources: (1) Quarterly Review of Japanese Cotton Textile Industry (August 1952 and May 1954), 
Statistics of Japanese Cotton Textile Industry (September 1954), published by AI! Japan Cotton 
Spinners’ Association, Osaka, Japan; (2) Industrial and Financial Statistics (Jume 1954), published by 
The Industrial Bank of Japan, Ltd, 





TRADE AGREEMENTS EXTENSION 


The rate of increase in production during the past few years has been tremen- 
dously rapid, as shown in the preceding table. By 1952 production had increased 
42 percent over 1950, and was equal to 65 percent to prewar production; by 
1954, production reached 110 percent above that of 1950, and about equals prewar 
production. There is no indication that Japan’s rapid expansion is going to 
halt. 

(c) Cost comparisons, United States and Japan.—The cost of producing vari- 
ous cotton fabrics in the United States exceeds the cost of producing the same 
fabrics in Japan by 43 to 70 percent and permits the Japanese textile 
industry to undersell American manufacturers in the American market even 
under the present tariff rates. 

A comparison of the cost of producing typical fine combed cotton fabrics in 
New England and the cost of producing these fabrics in Japan was submitted 
in sworn testimony to the United States Tariff Commission on December 21, 
1954,” by two qualified textile engineers, N. M. Mitchell, president of Barnes Tex- 
tile Associates, Inc., of Boston, Mass., and Spartanburg, S. C., and Gilbert Van- 
Blarcom, treasurer, Ralph E. Loper Co., of Fall River, Mass., and Greenville, 8S. C. 
“The calculated cost per yard for the fabrics concerned, as produced in Japan, 
was developed directly from reliable information in respect to operating costs 
and productive efficiencies collected from Japanese mills under current operating 
conditions.” The calculations which provide the final cost per yard for the 
various fabrics for comparison with those effective in New England mills are as 
follows: 


United States! United States 
costs over percent over 
Japanese | Japanese 


Classification and constructions of combed /|United States} Japanese 
fabrics mill cost mill costs 


| 


Lawn, 40 inches: 


Broadcloth, 40 inches: 136 by 60 
Gingham, 45 inches: 90 by 60 





See also tables III and IV attached. 


2. Imports of Japanese cotton textiles 


The experience of the American cotton textile industry with Japanese im- 
ports during the years 1934 through 1937 indicates quite clearly the ability of 
the Japanese textile industry to flood our country with imports as a result of 
the lowering of tariffs on such goods. The quantity of imports jumped from 1.1 
million in 1933 to 77 million yards in 1936, and reached a high of 106 million 


yards in 1987. 


United States imports of cotton teatile fabrics from Japan, 1931-388 


Thousands of Thousands of 
square yards square yards 


782 


Source: Textile Division, U. S. Tariff Commission. 


Even under our present tariff rates, the quantity of imports of cotton tex- 
tiles from Japan has been increasing with alarming rapidity during 1954. Im- 
ports of certain cotton fabrics during a 16-week period from the week ending 
September 1 through December 15, 1954, of approximately 28.7 million square 
yards exceeded total imports during the first 8 months of 1954 by 33 percent, 
and were only 1.9 million yards or 6 percent lower than total imports during the 
entire year of 1953. 


2In the matter of investigation No. 2 and mega hearings in connection with proposed 


trade agreement negotiations with Japan and other countries. 
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United States imports of cotton textile fabrics from Japan, 1952-54 


Thousands of 
square yards 


January—August 
September 1° 


111% months. 
2 Week ending Sept. 1. 


Source: Bureau of the Census, U. S. Department of Commerce, and Weekly Import 
Bulletin of the Journal of Commerce. 


Many of the items which have been imported from Japan during the 16-week 
period cited above are combed goods of high quality which are being brought 
into this country at prices lower, duty paid, than those of American mills. 
Broadcloth, ginghams, and lenos are among such fabrics now being sold in 
New York. Between the week ending September 1 and December 15, 1954, a por- 
tion of the 28.7 million yards of cloth imported from Japan was made up of the 
following items which are directly competitive with the products of New England 
mills: 

Imports from Japan, Sept. 1—Dec. 15, 1954 


Square yards * Square yards * 

Gray broadcloth 5, 487, 000 | Gingham 994, 000 
Gray shirting 3, 538, 000 | Combed gingham 662, 000 
Gray poplin 1, 917, 000 | Velveteens 
Handkerchief cloth 304, 000 

Nore.—For recent imports of additional fabrics, see table V attached. 

1 Reported in bales and cases and were converted to yards by following factors: 1 bale= 
1,400 yards and 1 case=1,200 yards. 

Source: Weekly Import Bulletin of the Journal of Commerce. 


New England mills, which produce the higher grade cloths, are even more 
vulnerable to further reduction of duties because “On fine cotton cloths made of 
combed yards * * * particularly those cloths made of imported long-staple cotton, 
the degree of protection is much less” than on other fabrics.’ Duties on higher 
grade cloths were reduced in 1939 with Great Britain, and confirmed and re- 
duced further at Geneva and Annecy. These new rates are now being subjected 
to the test of competition for the first time, and the rate at which Japanese 
goods have been entering this country during the past few months tends to 
indicate that the rates are too low to offset the low-wage costs of Japan. 

In the case of velveteens it is quite clear that the present tariff rates are too 
low to prevent foreign producers from taking over the American market.’ 
Foreign imports of velveteens have increased from less than 2 million yards an- 
nually in 1949 to an estimated 5 million yards in 1954, an increase of 250 percent, 
and American producers have been forced to discontinue entirely the production 
of low-grade plain back velveteens. These producers have been driven completely 
from the market by the Japanese imports. 

In regard to the other major categories, velveteen—twill backs, Japanese im- 
ports are underselling the American fabric by about 25 percent. An example of 
the impact of this kind of foreign competition on an American mill is found in 
the case of the Merrimack Manufacturing Co. of Lowell, Mass. This company 
normally employes 1,800 workers in the manufacture of velveteens and cordu- 
roys. The normal payroll approximates $5,500,000 per year. This mill, which 
has been in existence as a textile concern since its organization in 1822, was 
forced to shut down throughout December of 1954. The Merrimack Manufactur- 
ing Co. is the largest employer of labor in the city of Lowell, a community already 
suffering from unemployment and underemployment, and declared by the United 
States Department of Labor as a distressed area. According to a statement sub- 
mitted by the Merrimack Manufacturing Co. before the Committee for Rec- 
iprocity Information on December 21, 1954, “We have already suffered serious 


*U. S. Tariff Commission Summaries of Tariff Information, vol. 9, p. 41. 
*Testimony submitted before the U. S. Tariff Commission on December 21, 1954. by 
Howard Richmond, chairman of the Tariff Commission of the Velveteen Industry. 
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losses from the importation of velveteens which compete directly with the prod- 
uct of our mill, even under the present tariff schedule.” 

According to testimony submitted on December 21, 1954, before the Committee 
for Reciprocity Information by Malcolmn G. Chace, Jr., president of the Berk- 
shire Fine Spinning Associates, Inc., Providence, R. I., “In recent weeks our 
New York office has been able to obtain samples of Japanese lenos that are selling 
in direct competition with our goods. They are being quoted in New York at 
27% cents per yard, which is 5 cents per yard under the price our goods sold 
at a few months ago and is below our cost of manufacturing these goods. The 
appearance of these goods in the market has made buyers unwilling to purchase 
goods in anticipation of a further flood of these Japanese goods on the market.” 

Although we have so far been unable to secure accurate information on the 
extent of Japanese production and capacity in other combed and higher count 
goods, it is certain that she is now producing such goods, that her spindles 
spinning Egyptian cotton have increased 54 percent between January 1953 and 
January 1954 (United States declined 17 percent), and that at the beginning of 
this year Japan had almost one-half million spindles spinning Egyptian cotton, 
The Kureha Textile Review, published in Tokyo, stated in 1953 that, “We must 
endeavor to manufacture cotton goods of higher process as well as cotton of 
finer qualities together with devicing to make novel cotton textiles blended with 
other manmade fibers domestically produced.” 


Japan’s production of carded and combed yarns, 1949-54 





Carded Combed 
Monthly averages: Metric tons | Metric tons 
a EI eli neritnctn tay tld Misia) TR Ym MS Ne ee 12, 570 
RN hale Rk Sik ic ipacce sv eseaitne-sndtgeeiccieaien cusincmitdhunesoniaelabiinkewiie oa 18, 922 627 
1951 ‘ 26, 009 834 
Pvtidiwskadddintaidakomadset manatee Ledubtncnccee einen dea ites 27, 569 729 
1953 31, 351 1, 207 
Monthl 
CN a Se ee 33, 724 1, 456 
NNT i tides. lhe Site Shewimndmnaeee eee de ae em keen raat 36, 212 1, 695 
at a ere oe ee dana scelsiieiasirg Meas ecodided eee 2 34, 855 1, 643 
Percent increase, March 1954 from— 
NS Baa wrth arg ence, aaa ete ictatani ah ada came eR intake np pk oeneniniaaie Miran 177.3 226. 0 
GS os ei ee eee. Se SE See Ei 11.2 36. 1 





Source: Economic Counsel Board, Japanese Government. 


According to data submitted to the United States Tariff Commission by the 
tariff committee of the velveteen industry, American production dropped from 
7% million yards in 1951 to an estimated 5% million in 1954, a decrease of 
27 percent. This decline in production took place while Japanese imports were 
increasing from 2,677,013 yards in 1951 to 3,398,655 yards during the first 9 
months of 1954 (data tabulated from the U. S. Tariff Commission and from 
the Import Buljetin of the New York Journal of Commerce). In percentage 
terms Japanese imports during the first 9 months of 1954 equaled 66.8 percent 
of domestic production during the entire year and all of this has taken place 
under the existing tariff schedule. This situation has become even more serious 
during the current year. 

During the week ending January 12, more than 1 million yards of velveteens 
were imported from Japan, an amount equal to almost 20 percent of our country’s 
entire production during 1954. This section of the industry needs an increase 
in the duty on velveteens. 

Another example of destructive Japanese competition is found in the case 
of Leno shirting. This cloth is an open-weave fabric used for men’s shirts and 
is currently being produced in Japan at a cost so much below the American cost 
that the market is being taken away from our mills. One plant in Fall River 
(Berkshire Fine Spinning Associates, Inc.) which normally employs 950 people in 
the manufacture of Leno shirting, has been closed for 23 weeks due to the 
company’s inahility to sell the production of the mill. 


CONCLUSION 


It is our belief that a reduction of tariffs such as that authorized by H. R. 1 
would stimulate an ever-increasing acceleration of foreign imports. Our reasons 
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for this are based not only on the character of the industry and the depressed 
conditions in the United States, but also on the experience of the New England 
mills with the shift of the industry from that region to the Southeast. 

“The major explanation of the New England decline in textiles is the large 
differential between wage costs” in that area and other parts of the United 
States. “In highly competitive markets an addition of a few cents a yard in 
the cost of producing cloth in any one area eventually means loss of sales and 
brings on operating deficits and resultant loss of employment.” “Industries, in 
which labor costs are an important part of total costs, will gravitate where 
wages are low and labor productivity high. Labor costs are the most im- 
portant costs in the textile industry other than raw materials costs, the latter 
relatively not subject to revision, and the differentials in the cost of labor more 
than any other factor account for the threat to the New England textile 
industry.” ° 

The significance of the enormous wage differentials between our American 
cotton textile industry and that of Japan and other textile exporting countries 
is emphasized by the fact that our own industry shifted in response to wage dif- 
ferentials of much smaller amounts. Compare wage and compensation differ- 
entials within our country, which have varied from 20 to 30 percent, with foreign 
differentials of 200 to 1,200 percent. This loss happened to the largest employer 
in an industrially mature and competent region (New England) simply because 
wages were significantly higher than those in an area which was predominantly 
agricultural. 

With differentials of 20 to 30 percent, the loss of New England textiles has 
been so great as to cause chronic unemployment in the area and a continued 
legacy of hardship to workers, communities, and stockholders. A flow of Japa- 
nese or other foreign textiles inte this country would bring about an even 
more rapid liquidation of the American cotton textile industry than that which 
has occurred in New England. 

A policy of encouraging foreign imports would be a policy of encouraging 
production in low-wage areas. Government encouragement of low wages will 
retard improvement in technology and productivity, and will foster low stand- 
ards of living. A worldwide competitive struggle based on lower wages and 
lower standards of living in textile industries will only damage the United States 
and the free world. 

The New England governors have stated: 

“In view of the concentration of the industry in this country in view of the 
overcapacity and frequent depression periods in the industry, and in view of 
the peculiar problems of New England, we urge the Government to concentrate 
tariff concessions on other products; and above all to withhold trade concessions 
in this industry when unemployment prevails.” 

Respectfully submitted. 


Wru1aM F. Sutiivan, President. 


TABLE I.—Position of textile industry in national industrial structure, 1952 * 
(Money in thousands of dollars} 

















Value added | Employment Payroll 

I IIIDDS, 6.624 gh abcd nddehstincpvadiediinnnakdtecnebi $108, 477, 364 15, 944, 379 $60, 659, 211 
pS, Oe Se ee eee 2 $46, 090, 911 6, 640, 378 $22, 940, 439 
ee DINO fod. Soe ch dae cen dein -| $5, 256, 507 1, 134, 680 $3, 342, 647 
Cotton and synthetic textile miils _._- --| $1,712,354 420, 372 $1, 146, 953 
Percent of all industries represented by textile mill products : 5 7 
Percent of nondurable goods represented by textile mill 

I ia oi xe ecineiisine =o 12 17 15 
Pereent of textile mill products represented by ‘cotton and 

a he ee Beg, SE REET PE Ee pe ee Eee 33 37 34 
Rank of textile mill products PIS 6 vn nan teascénnnns 9th 6th 6th 
Rank of textile mill products in nondurable goods. 4th 3d 2d 
Rank of cotton and synthetic textile mills in textile mill 

GEINNE SEL Shc dcghcnnkcks Abas cnedddecsapededhansdsandua de Ist 1st Ist 


1 Most recent year for which data are available. 
Source: Bureau of the Census, U. 8. Department of Commerce, 1952 Annual Survey of Manufactures 


5 Ibid., p. 13. 
57600—55—pt. 2——-19 
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Taste II.—Position of textile industry in New England’s industrial structure, 
1952 


{Money in thousands of dollars] 


Value added | Employment 


All industries 

Nondurable goods 

Textile mill products 

Cotton and synthetic textile mills 

Percent of all industries re ene by textile mill products... 
Percent of nondurable g presented by textile mill prod- 


ucts 
Percent of textile mill products represented by cotton and 
synthetic textile mills 
Rank of textile mill products in all industries 
Rank of textile mill products in nondurable goods 


we ¢ xf 


— 
Ln 
oe 


1 Most recent year for which data are available. 
een ae of cotton and synthetic textile mills not shown due to lack of data for other elements in tex- 
tile ustry. 


Source: Bureau of the Census, U. 8. Department of Commerce, 1952 Annual Survey of Manufactures, 
Srapt thet data for cotton and synthetic textile mills were estimated by the National Association of Cotton 
anufacturers. 


TABLE III. —Tabulation of northern United States mills’ average costs on 6 major 
combed cotton fabrics and a comparison of these costs with Japanese costs 


Combed 
Combed | Combed | Combed | Combed Combed 
Fabric lawn lawn voile * ee gingham ! 


Width of cloth___. se 
Warp and filling threads per inch. 96 x 100 76 x 72 60 x 52 
Yards per 1 pound__- ‘ 6. 75 9. 00 9, 00 
Cotton staple, middling grade____inches_. 1%6 1%e6 1% 
United States market price, cotton, 

Dec. 3, 1954 cents_. ’ 43.00 43.00 40.00 


NORTHERN UNITED STATES MILLS’ AVERAGE COSTS PER YARD 


Cents Cents Cents Cents Cents 
7. 5. 5. 57 13.06 14.15 
12. 25 b $ . 10. 30 14. 95 


JAPANESE COSTS PER YARD BASED ON JAPAN’S WAGE SCALE, MACHINE 
EFFICIENCY, AND MAN-HOUR PRODUCTIVITY 


Cents Cents Cents Cents 
Cotton. -.. 7.97 8.13 6.10 
Labor. - ...- is 2.05 2.45 1.81 
Overhe: ‘i 2. 81 he 
Defectives, administration, selling, etc__. 


Total per yard____.._- ate 
United States excess cost per “yard ‘over 


Percent United States cost exceeds Japan 


1 50 percent color; 50 percent natural. 


Mr. Mitts. You are recognized, Mr. Stanton. 
Mr. Sranron. I will not attempt, in the limited time available, to 
summarize this statement. 
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H. R. 1 specifically preserves and extends the authority of the 
President to reduce duties on textiles up to 50 percent of the 1945 rates 
in the trade agreements negotiations which are about to begin at 
Geneva, and in that event that such negotiations are completed before 
next July 1, grants further authority to the President to reduce rates 
by an additional 15 percent in the next 3 years. 

I do not pretend to express an opinion as to the significance of the 
exercise of such authority in the case of other industries but, having 
spent a lifetime in the textile industry, I know that the exercise of 
such authority in our case would cause great hardship. 

I realize that the bill does not require the President to exercise this 
authority. Nevertheless, Congress should not grant such authority 
in those cases where its exercise is contrary to the national interest and 
would cause unemployment and hardship. 

I shall make only two points: One has to do with the extent of tex- 
tile unemployment which would result from tariff reductions; the 
other with the proposition that unemployment caused by low wage 
competition is contrary to the interests of the United States and other 
free nations. 

We believe that a lowering of duties on textiles and particularly on 
fine combed goods, in which New England cotton mills specialize, 
would cause serious, widespread, and prolonged unemployment. IL 
my this not as an argument as to what might happen, but as a sincere 
belief based on years—I might say generations—of actual experience 
by textile people in Massachusetts, Rhode Island, New Hampshire, 
and in each of the New England States. 

We face this conclusion on the following reasons : 

First, because Japanese goods are now entering this country, duty 
paid, at prices lower than our own cost of making such goods. That 
is cost, gentlemen, without any profit included. 

For example, Japanese combed ginghams like those which we make 
in New Bedford are landed in New York at prices 514 cents below 
the cost of producing such goods in New England. Similarly with 
lenos, velveteens, and other fabrics. 

Last fall, the mill which I represent was making a large number of 
colored combed gingham checks and plaids. Inthe New York market 
approximately 4 million yards of Japanese combed gingham checks 
were imported at a price of 2214 cents per yard, in the gray or un- 
finished state, comparing with our cost in New Bedford of. 38.81 cents 
per yard, approximately 38 cents per yard, 

ose goods came in, as I say, in the gray or unfinished state and 
were sent to finishers, who bleached them and then delivered them to 
our customers to be distributed to the garment manufacturers and 
others in the trade. 

The goods that came in from Japan carried a marking on them, 
which said “Made in Japan,” but when the goods were bleached that 
marking sae he Gia It was a fugitive mark, so that when the goods 
went out into the market va looked exactly like our American goods, 
and there was no way of telling any difference except by price and, 
of course, we could compete because they were 51% cents a yard below 
our actual rock-bottom cost. And we were out of luck until the goods 
had been absorbed and gone out through the market. 

In that connection, if I may, I have a small booklet of samples 
which perhaps the committee might like to look at. 
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Mr. Miius. You may file that with the clerk, Mr. Stanton, if you 
desire, for the benefit of the committee. 

(The booklet referred to above was filed with the committee.) 

Mr. Stanton. My second point is that we know that the cost of 
producing typical combed goods cotton fabrics in our New England 
mills exceeds the cost of the same fabrics made in Japan from 43 to 70 

ercent. 

. For example, broadcloth, samples of which are in that booklet, can 
be made in New England at a cost of 29.7 cents per yard, no profit 
included ; that same fabric can be made in Japan for 20.7 cents a yard. 
The difference is 9 cents per yard, or 43 percent. Lawns made in New 
England cost 26.47 cents per yard, in Japan 15.56 cents, a difference 
of 10.9 cents per yard, or 70 percent. And so on with many other items 
set forth in our statement. 

Third, the third way we know that lower duties will cause unem- 
ployment, and this is an important fact recognized even by the propo- 
nents of freer trade, is that textiles is not a “growth” industry. It 
has substantial overcapacity and has no growing market. 

Let me give you just a few cold facts. Between January 1951 and 
last November, the most recent month for which we have figures, em- 
ployment in textiles in the United States has declined by 265,000 jobs. 
That is from January 1951 to November 1954. 

The total number of jobs in the textile industry before January 
1951 was one-million-three-hundred-thousand odd. As of November 
1954 it was 1,083,000. And the reduction was 265,000. That covers 
all textiles, cotton, woolen, all types of textile products. 

Per capita consumption of textiles has dropped 20.6 percent, cotton 
consumption alone is off 12 percent, sales are down 29 percent and 
prices are down 44 percent. 

The picture in New England—and I am speaking of overall tex- 
tiles—is even worse. We have lost 111,000 jobs since January 1951, a 
drop aor percent, approximately 40 percent of all the textile prod- 
ucts jobs. , 

In cottons and rayons the drop has been almost one half, 48 per- 
cent. Even in the last year we have lost 22 percent of our jobs. 

Those are jobs that are completely wiped out, not unemployment or 
anything of that sort, just jobs. 

Fourth, we know this means unemployment, not just lost jobs, be- 
cause of a careful study of 1,700 displaced textile workers which was 
recently completed by Northeastern University and published only 
yesterday. 

This factual study proves that workers displaced by the closing of 
textile mills are seldom employed by so-called “growth” industries. 
Less than one-half of the workers are reemployed at all and only 34 
percent of those over 45 are reemployed. Of the half that got jobs, 
textiles absorbed 35.6 percent, nonmanufacturing (service, retail trade, 
and so forth) took 24.9 percent, and only 6.9 percent got jobs in elec- 
trical machinery, which includes electronics. 

We have been told all through New England that these “growth” 
industries, such as electronics and things of that kind, would absorb 
our displaced textile workers, but this survey which was made by Dr. 
Miermyk of Northeastern University proves exactly the opposite. 

And I would like to ask permission to offer this summary of this 





TRADE AGREEMENTS EXTENSION 1653 


study and the sworn testimony of the author who appeared before 
the Tariff Commission in the committee for reciprocity information, 
if I may. 

Mr. Mitxzs. Without objection, that information will be included 
in the record. 

(The documents referred to above are as follows :) 


SumMary OF INTERINDUSTRY LABOR MopiLtity: THE CASE OF THE DISPLACED 
TEXTILE WORKER, BY WILLIAM H. MIeERNYK, Director, BurREAU oF BUSINESS 
AND Economic RESEARCH, NORTHEASTERN UNIVERSITY, Boston, MAss. 


INTRODUCTION AND BACKGROUND 


This survey was conducted to discover to what extent New England workers 
displaced from their jobs by the liquidations of textile mills are finding em- 
ployment in the region’s expanding industries. Discussions of recent economic 
trends in New England have either ignored this question or have assumed that 
the displaced workers have successfully made the transition to new employment. 

Between January 1951 and October 1953, manufacturing employment in Massa- 
chusetts declined by 2.6 percent, although total nonagricultural employment in- 
creased by 1.6 percent. The durable goods sector of manufacturing industries 
showed a net gain of 15,300 jobs in this period, but the nondurable goods sector 
showed a net loss of 34,900 jobs. 

The most rapid growth during this period occurred in the electronics industry 
where employment increased by 22.5 percent, and in some branches of the ap- 
parel industry where employment increased by as much as 25 percent. 

Most of the loss was concentrated in New England textile towns which have 
been hard hit by the protracted slump in textile employment which started in 
1948. 

The case study method has been used to investigate the meaning and impact 
of textile unemployment to the New England economy. 


METHODS OF THE STUDY 


Six case studies were made, one each in Lowell, Lawrence, Fall River, New 
Bedford, Providence, and in one nontextile area where the sole textile mill was 
liquidated within the past few years. In each case a sample of displaced textile 
workers was selected for study. In all, the experiences of more than 1,700 dis- 
placed workers were analyzed. Of these, more than 1,400 were interviewed, and 
the remainder were contacted by mail surveys. The cases selected were well 
distributed both geographically and over time, and there is a strong presumption 
that the experience of the workers studied is representative of a much larger 
number. 


SUMMARY OF FINDINGS 


1. Forty-three percent of the sample workers were unemployed at the time 
of the survey, and 30 percent had been continuously unemployed since their 
layoff. Some workers had been laid off 24% years prior to the survey which 
was conducted between September 1953 and March 1954. An additional 12 per- 
cent had withdrawn from the labor force. Some of these were past the retire- 
ment age, but others had withdrawn because of their inability to find work. 
The remaining 45 percent were employed. 

2. Younger workers were more successful in finding jobs than those past the 
age of 45, but about 30 percent of the unemployed were under 45. 

3. In spite of the sharp decline in textile employment since 1951, 36 percent 
of the employed sample workers were once again at work in textile mills. Others 
were employed by a wide variety of manufacturing industries with no more 
than 7 percent going to any single industry group. Next to textiles, service 
occupations provided the best source of jobs. About 50 percent of the employed 
had jobs as janitors, nursemaids, chambermaids, hospital attendants, por- 
ters, etc. 

4. Sixty-four percent of the employed sample workers were earning less than 
they had before losing their mill jobs. Another 12 percent reported no change 
in earnings, and only 21 percent reported higher earnings. 
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GENERAL CONCLUSIONS 


Analysis of the six cases leads to the following general conclusions: 

1. Fewer than half the displaced workers were reemployed, and two-thirds 
of those who had found jobs were earning less; in some cases the decline in 
earnings was substantial. 

2. Workers displaced from their jobs in a highly diversified, nontextile area 
were less successful in finding employment than those in textile areas where 
other mills offered job opportunities to some of the displaced workers. 

3. Although textile employment was declining during the period covered by 
the survey, more of the displaced workers had found new textile jobs than in 
any other industry or occupation. 

4. The majority of those who had found nontextile jobs indicated a preference 
for textile employment. 

5. Almost half of the employed thought their new jobs were generally less 
satisfactory than their mill jobs had been. 

6. More than half of the employed were without work for 10 weeks or less 
between jobs. In other cases, however, the period of unemployment ranged 
from 11 to more than 31 weeks. 

7. The average worker in the survey was older than the average member of 
the civilian labor force in Massachusetts. 

8. Ninety percent of the employed workers found their new jobs through 
friends or relatives, or through application at the gate. 

9. A very small percentage of the unemployed were on relief. Almost one- 
third were receiving unemployment compensation; one-fourth were dependent 
upon the incomes of husbands or wives, and 12 percent were dependent upon 
other relatives. Another 13 percent received some form of retirement income 
including social-security payments. 

10. In general, the displaced workers were not well informed about local 
labor market conditions. Their attitudes and outlook were heavily colored by 
their personal experiences. 

The report shows that the loss of textile jobs has had a serious impact on 
the economy of New England. The growth industries have not provided enough 
jobs to absorb new entrants into the labor force as well as the displaced textile 
workers. As a consequence the unemployment rate in New England is above 
the national average. 

Although this report deals with the experience of workers attached to a par- 
ticular group of industries, and the areas and the length of time covered have 
also of necessity been limited, the findings and conclusions are not equally 
restricted. They should apply in some degree to other industries, places, and 
times. There are labor market areas in New York and Pennsylvania, for 
example, which have experienced the same problems faced by many New England 
communities. 

Positive programs of aptitude testing, retraining and job placement may 
ameliorate conditions in the depressed communities, but such programs can be 
successful only if there is a high level of employment in the country as a whole. 
And even then the problem of reemploying the older displaced worker will remain 
particularly intractable. A further decline of textile employment in New Eng- 
land would add to the transitional difficulties since the report shows that the 
remaining textile mills in New England have provided the best source of jobs 
for the displaced workers. 


STATEMENT OF WILLIAM H. MIERNYK, ASSOCIATE PROFESSOR OF ECONOMICS AND 
DIRECTOR OF THE BUREAU OF BUSINESS AND ECONOMIC RESEARCH, NORTHEASTERN 
UNIVERSITY, Boston, MASs. 


I have been asked by the New England Textile Committee to appear before 
this committee to summarize the results of a research project, recently completed 
by the Bureau of Business and Economic Research at Northeastern University, 
dealing with the employment experience of displaced textile workers in New 
England. 

It has often been assumed that textile workers displaced from their jobs by 
the liquidation of New England mills have been absorbed by establishments in 
other industries which have been expanding in this region. For many years 
competition from lower wage Southern mills has had an adverse effect upon 
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textile employment in New England. Although there has been some expansion 
of employment in other industries, much of this has occurred in nontextile areas 
and there has been considerable chronic unemployment in New England textile 
centers since 1947. Our study was made to test the hypothesis that displaced 
textile workers are finding employment in other industries or in nonmanufac- 
turing occupations. The results are summarized in the tables appended to this 
statement.” 

In all, six case studies were made in the areas listed in table 1. The mills 
involved had been liquidated over a period ranging from 6 months to 2% years 
prior to our survey which was conducted between September 1953 and March 
1954. They were selected to obtain a good sample of representative mills, both 
geographically and over time. 

We found that about 43 percent of the displaced workers were unemployed 
at the time of our survey. Another 12 percent had withdrawn from the labor 
force, although not all of the latter were voluntary withdrawals. About 30 
percent of the total group had been unemployed continuously since their layoff. 
Men were more successful than women in finding jobs, but 33 percent of the 
men were unemployed when interviewed, and 21 percent had been continuously 
unemployed since their layoff (table 2). 

The sample workers were relatively old compard to the civilian labor force 
of Massachusetts (table 3). On the whole, younger workers were better able 
to find jobs than those past the age of 45, although nearly 30 percent of the unem- 
ployed were also under 45. 

Textile mills provided the chief source of employment despite the fact that 
textile employment in New England was declining during the period covered 
by our survey, while employment in other industries was increasing. Nearly 
36 percent of the displaced workers who found new jobs were once again working 
in a textile mill. The next largest single group found service jobs, mostly in 
relatively low-paying, unskilled occupations. The expanding industries employed 
a small proportion of the displaced workers (table 5). 

Sixty-four percent of the sample workers reported that they were earning less 
than they had prior to their displacement (table 6). Forty-seven percent felt 
their new jobs were generally worse than their mill jobs had been, and 54 percent 
of those who found nontextile jobs indicated a preference for textile employment 
(table 8). 

Short-run labor mobility and immobility are matters of degree, and our survey 
revealed some of both. But in view of the employment trends in New England 
during the period covered by our survey we found a surprisingly small proportion 
of displaced textile workers employed in the expanding industries. This is not 
due to their unwillingness to accept other jobs, but to a lack of job opportunity. 

This survey suggests that if large numbers of manufacturing workers are 
displaced from their jobs through the liberalization of our foreign-trade policy 
we should not assume that they will be automatically absorbed by other manu- 
facturing industries, or that they will readily find employment in nonmanu- 
facturing jobs. The displacement of textile workers in New DBngland has been 
largely due to interregional competition. The employment effects of inter- 
national competition should not differ significantly from those of interregional 
competition. 

It is unrealistic to assume that declining employment in some industries will 
always be offset by an expansion of job opportunities in other industries in the 
same labor-market areas, or that displaced workers are able to move without 
difficulty to other labor-market areas where job openings might exist. 

We found that workers often have only the most fragmentary information 
about labor-market conditions, and this has been supported by earlier studies 
of labor mobility. All of the employed workers in our sample were actively 
seeking jobs. They were unable to find employment in their own communities, 
and many were unable to move because they owned their homes, they felt that 
they were too old to make a new start in another community, or they were 
unaware of job opportunities elsewhere. 

Our survey reveals some of the imperfections in the operation of the labor 
market which are not obvious to those who base their conclusion upon highly 
aggregated statistical data. If there is to be a further displacement of manu- 
facturing workers in this country, however, these problems cannot be ignored. 


2 All of the tables are taken from ch. 2 of Interindustry Labor Mobility, a report of 
the Bureau of Business and Economic Research, copyrighted by Northeastern University. 
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APPENDIX TABLES 


TABLE 1.— Workers included in survey by labor market area 





Interviews Mail returns Total 


Percent of | Percent of Percent of 


Number totalin | Number total in Number grand 
each case each case total 





Lowell__- 15.6 243 14.3 


342 20.1 
444 26.0 
354 
132 
190 


1, 705 


Lawrence... - suse eess 
Nontextile areas -_-__ 
Providence. - . 

New Bedford_-_-__---- 


NBSrss 





ty 
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TABLE 2.—Subsequent experience of former mill workers 


Male Female Total 
| 





Employment experience 


: Faerun wed 
Number | Percent | Number | Percent Number | Percent 





Presently employed, 1 job since layoff. - _- 301 38. 2 214 23.3 515 30.2 
Presently employed; several jobs since 
layoff Free etek 153 | 19.4 | 110 12.0 263 15.4 
Unemployed now, had job at one time--___ 101 | 12.8 113 12.3 | 214 12.6 
Unemployed since layoff__..............-- 166 21.1 345 37.6 511 30.0 
Unemployed, and withdrawn from labor 
force. -_- 66 | 8.4 136 14.8 202 11.8 

| | r Ste 2 eh? thee 

Total 787 | 100.0 918 100.0 1, 705 100.0 

| | 














TABsLe 3.—Age and sex distribution of sample workers by employment status 
EMPLOYED 


Male Female Total 
Age group eR 


| j 
Number | Percent | Number | Percent | Number | Percent 


| — |i ——_—__— | — 


i | | 
4.4 11 3.4 31 4.0 
25. 8 | 74 22.8 191 24.6 
25. 1 104 32.1 218 28. 0 
25.3 | 100 30.9 215 27.6 
17.6 é 10.5 114 

1.1 1.0 


100. 0 d 100. 


Diver wee ii. A 
25 to 35... 

36 to 45... 

46 to 55__- 

56 to 65... 

66 and over... 

Unknown 


—- ee 
waSasis 


Twi. sei. 





g 


| 
ee 





UNEMPLOYED 


24 and under 
25 to 35__. 
36 to 44... 
46 to 55... 
56 to 65... 
66 and over... 
Unknown 











Sw — 


wt ww 


el aneaun~ 
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TaBLE 4.—Duration of unemployment 


Male Female Total 


Number of weeks 





Number | Percent | Number | Percent | Number | Percent 























233 51.3 73 22.5 306 39.3 
54 11.9 46 14.2 100 12.9 
33 7.3 20 6.2 53 6.8 
16 3.5 18 5.6 34 4.4 
26 5.7 34 10.5 60 7.7 
27 5.9 30 9.3 57 7.3 
32 7.0 79 24.4 lll 14.3 
33 7.3 24 7.4 57 7.3 
454 100. 0 | 324 | 100.0 778 100. 0 
TABLE 5.—Distribution of employed workers by industry 
Male | Female | Total 
Number | Percent | Number | Percent | Number Percent 
J I cin eat 
i 
Manufacturing: 
eA RS, 3 | 0.7 | eT 3 | 0.4 
a 12 2.6 | 5 | 1.5 | 17 | 2.2 
hab cchig cin nnthnginuaeihdinm iain } 167 36.8 110 34.0 277 | 35. 6 
Ap El nec atisceaestsansbtetitbane<ioadibe | 4) 9 43 | 13.3 7 6.0 
Rubber and products__-............--- 12 2.6 | 8 | 2.5 | 20 | 2. 6 
Chemicals-_----- irate ies aad ienaas seca ll 2.4 5 | 1.5 16 | 2.1 
NN Mists ho cities i eel 13 2.9 9 | 2.8 22 2.8 
Fabricated metals... .--.......-------- 12 2.6 | 2 | 6 14 | 1.8 
Nonelectrical machinery -----.-.-...---| 16 | MI Ra aeceinataaiiada Reciieaice cock as 16 | 2.1 
VST IIS. Sie ins be tedawew ss 1 HP Dn ntnan : | l 1 
Electrical machinery_......-.---------| 24 5.3 | 30 | 9.3 | 54 | 6.9 
Leather and shoe_-_......------------ | 16 3.5 | 26 | 8.0 | 42 | 5.4 
Printing and publishing -........----- s 1.8 3 9 11 | 1.4 
Furnishing and fixtures_.-.--.....------ 8 | 1.8 | 1 3 9 1.2 
Transportation equipment-.__....-.-- 11 | 2.4 1 | = 12 1.5 
Instruments (watches) _..........-.-..-- 1 ond 1 | 3] 2 | 3 
Seite oes botkssonces anaes | 5 1.1] 6 | 1.9 | 11 | 1.4 
pe ee ee ee ee 2 | 4) 2 6) 4 | .5 
Lumber-.-- --- ! tease oeeamy 1 | a 1} 1 
Photographic equipment-.-...._------- 1 | 5 i ate cea 1 | % 
Ps tii tivns anni ac ten oneal 1 | 2 4 1.2 5 -6 
Nonmanufacturing: } 
Consistent. «....3 occa KS ks | 21 | 4.6 a ets 21 2.7 
Service -___- ph. US a ees 65 | 14.3 53 16.4 118 | 15. 2 
Govelmnats 5. - 550 55 eS se see 6 | 1.3 ry iaoeceeeal 6 | s 
Armed Forces... -.......---- ile wioo cranial 3 | 7 3 4 
Retail trade ____--- ioahineswiane de inwskdcliel 19 | 4.2 13 4.0 32 4.1 
NS ee een 2 NI dooce Deine Ral ied 2 3 
DEIR, 25 iain a mnnbuendte 9 | 2.0 1 3 10 | 1.3 
Unknown._.....--- « Wiabiaenth< Iteiaeatetd EET ene 1 3 1 | l 
Tea ce chlbsd waske dior else anbenseldvicanbea 454 | 100. 0 324 | 100. 0 778 100. 0 
i i i 
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TABLE 6.—Comparison of earnings on old and new jobs 


Male Female Total 
Earnings of employed workers a A Ae mae an 


Number } Percent | Number! Percent | Number | Percent 


No change in earnings 
Higher earnings on new job: 
$1 to $5 per week___. 


$11 to $15 
$16 to $20 
$21 or more 
Higher but amount unknown...._._.- 
Higher earnings total 
Lower earnings on new job: 


$6 to $10__.._- 

$11 to $15 

$16 to $20 

$21 or more 

Lower but amount unknown 
Lower earnings total 
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TABLE 7.—Skill required on new job* 


Male Female Total 
Amount of skill 


Number | Percent | Number/| Percent | Number | Percent. 


2 695 


1 Answer to question: ‘‘Do you feel your present job requires more, less, or the same amount of skill as 
you job at the mill?” 


2 This question was not asked in Lowell. 


TABLE 8.—Job evaluation of employed workers 


Male Female | Total 


Number 


Percent | Number | Percent | Number Percent 


Attitude toward present job: 
New job better 
New job worse 
About the same 
No answer 


Total 








Preference for textile employment: ! 
No... ; 
No answer. 


EL éccaes 


Still looking for a better job: 
Y 237 

ieee 185 

No answer... ; 32 


Pelecscscncsesskdedshiannaanian 454 100. 0 











! Answer to question (asked of workers in nontextile jobs): ‘‘Would you prefer a job in a textile mill to 
your present employment?” 
2 This question was not asked in Lawrence. 
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TABLE 9.— Willingness to move from the area’* 


Male | Female 


Number | Percent | Number | Percent 


1 Answer to question: ‘‘Would you leave the area if you knew of a job elsewhere?” 


Norte.—This question was not asked of the employed workers in Lowell; it was not asked of any workers 
in Lawrence. The “‘noanswer’’ category includes those who had retired, and members of the Armed. Forces. 
The question was not answered by many of the mail respondents, 


Mr. Sranton. Lastly, we know that lower tariffs will cause unem- 
ployment because of our own bitter experience, and here I speak from 
the heart, gentlemen. For the last 30 years New England mills have 
been attempting to sell cloth in a free market in competition with 
other lower-cost areas in the United States. The regional cost dif- 
ferenial has been far less than the cost differential which exists be- 
tween our United States’ mills and those of Japan or other foreign 
countries. 

Nevertheless, New England has lost over three-fourths of its cotton- 
synthetic textile industry and over a quarter of a million jobs. Tex- 
tiles are still, however, New England’s largest manufacturing em- 
ployer, and we do not want to see Japan or any other foreign country 
take over our businesses and jobs with low wage, low-cost cloth. 

For instance, the highest wage country in Europe with which I am 
familiar is Switzerland, and I believe that the wage there is roughly 
about 49 cents an hour. That compares with an average wage in the 
cotton-textile industry in the United States of about $1.28 an hour, 
making a differential of roughly 78 cents per hour. 

Now, our differential with other lower-cost areas in the country with 
New England has averaged perhaps from 20 cents to 30 cents an hour 
overall, in that area. 

In spite of the fact that that has been, you might say, only 20 cents 
to 30 cents per hour, it has taken practically our whole New England 
industry away from us and it seems to me it is a perfect example of 
what will happen if foreign countries are allowed to send their goods 
into this country on a basis of cost which is from 78 cents an hour less 
to Japan, where wages might be 13 cents an hour, $1.13 or $1.14 an 
hour less. 

I can only briefly touch on the kind of unemployment which will 
follow from tariff reductions. Consider these facts. The textile in- 
dustry employs over 1 million workers and another million are in jobs 
dependent upon the operation of the mills. That means garment 
manufacturers and people of that sort, another million or 2 million 
altogether. 

Textiles are concentrated in communities both large and small. In 
New England 1 in 6 manufacturing jobs is in textiles, in South Caro- 
lina and other States pretty nearly every other manufacturing job is 
a textile job. The kind, duration, and severity of unemployment is 
apparent. 
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The second major point which I wish to make, and I will be brief, 
is this: The cause of this unemployment, if it occurs, will be low 
wages. . 
vate advantage, if one can call it an advantage, in textiles is 
that she pays wages of only 12 cents an hour. That is about one- 
twelfth of what we pay, depending on whether we are in New England 
or the South. Our fine goods in New England have about 45 percent 
labor in the cost. 

In other words, in the cost of a yard of goods, 45 percent of that 
cost is labor, so that a differential in the cost of labor means a big 
differential in the final cost of manufacturing a yard of goods. 

We feel or I feel hat we should maintain firmly and proudly the 
United States’ policy of discouraging low wages and standards of 
living. To deprive United States’ citizens of jobs by permitting cloth 
made by underpaid workers to enter our market at prices below our 
cost of production can only weaken ourselves and hurt the free world. 

I understand and know that there is such a thing as a peril point 
and such a thing as an escape clause. We in the industry do not 
know what the peril points are when they are established. We have 
no way, apparently, of finding out. We do not know whether, from 
our point of view, they are fair or whether they are not. 

We understand, however, that the President can, if he so desires, go 
below the peril point. As far as the escape clause is concerned, we 
feel that that should be mandatory in operation; when the Tariff 
Commission recommends action under the escape clause that the Pres- 
ident should not be able to overrule that recommendation, as he has 
done in the past, as we understand it. 

We are coming to the conclusion that the whole question here is 
whether or not we want a textile industry in the United States, 
whether or not our textile industry is expendable. 

A low tariff, gentlemen, that allows goods to come in in competi- 
tion with our own is just as bad as no tariff at all. If goods can come 
in at a low tariff level, they can come in in such volume that they 
could put our industry out of work, entirely out of existence, if it is 
carried to the final extreme. 

So, rather than have-from 1 to 2 million people unemployed here 
in the United States, it seems to us that we should either maintain 
our tariff where it is or consider its revision so that it would be at a 
level on the different types of fabrics that we manufacture where the 
cost of the goods coming in from the foreign country is the equal of 
our own cost. 

If it can be accomplished, we would have competition in quality, 
competition in services, competition in those factors in the economy 
where competition ought to exist; but you would not have competition 
in wages and you would not be using low wages as a lever to reduce 
prices and to reduce the standard of living. 

Thank you very much. 

Mr. Mixxs. Does that complete your statement, Mr. Stanton ? 

Mr. Sranton. Yes, sir. 

Mr. Miuis. We thank you for your appearance and the informa- 
tion given the committee. 

Are there any questions ? 

Mr. Mason, of Illinois, will inquire, Mr. Stanton. 
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Mr. Mason. Mr. Stanton, you said in your testimony that between 
1951 and now, a quarter of a million jobs have been done away with in 
the textile industry ? 

Mr. Stanton. Yes, sir. ’ 

Mr. Mason. Mr. Stanton, we have immigration laws which say 
that cheap Japanese labor cannot come into this country to compete 
with our laborers. We limit it to a very, very small quota, but our 
tariff laws say the products of Japanese labor can come in here and 
compete against the products of our labor. . . 

I would like to know is there any consistency in saying labor must 
stay out and cannot come in but their products can come in and com- 
pete and do away with the jobs of our American laborers. Is there 
any consistency in that? 

Mr. Sranton. From our point of view, there is not, Mr. Mason, no. 

Mr. Mason. That is all, Mr. Chairman . 

Mr. Mitts. Mr. Stanton, to what do you attribute this decline in 
employment in the textile industry, nationwide? 

Mr. Sranton. To go way back, Mr. Chairman, to 1920, let us say, 
when the industry was operating on a one-shift basis and had almost 
21% times as many spindles, perhaps—I am not sure of my figures— 
than it has at present, since that time the industry has been gradually 
changing over to a 3-shift basis and has been reducing the amount of 
machinery which it had in place; but the new machinery which has 
been put into your mills has been much faster operating, more auto- 
matic machinery, and the production from those machines has been 
greater than from the old machines, the result being that the total 
gaia is actually larger today than it was back in those former 

ays. 
We gradually went through a period of attrition in the 1930’s where 
that overproduction, that we had, was being overcome by liquidations, 
of mills forced out of business, and so forth. 

Then along came the war, and a good many additional mills were 
a particularly in the manmade fiber or synthetic part of the 
industry. 

The synthetics, which have come in in such large volume, have taken 
the place, to a large extent, of cottons; that is, they have cut into the 
cottons so that the actual cottons that we are producing today are less 
than they would be if there were no synthetics. 

Therefore, taking it by and large, including the increase in the mills 
during and after the war, we find that our industry is producing per- 
haps—and I am going to estimate—20 percent, maybe, more than the 
general public is consuming. The actual amount of goods, which a 
woman or which the people use, per capita, is less than it was 10 years 
ago. Styles change. There is a difference in the number of petti- 
coats perhaps, if I may mention it, and other things that women wear. 
We are dragging about 20 percent, as it is now. 

Mr. Mus. As I understand, then, Mr. Stanton, this deeline in 
employment in the textile industry, nationwide, is attributable to 
technological changes within the industry and changes in style and 
custom of the phate in the United States who wear the product? 

Mr. Stanton. Yes; less of the consumer dollar is going into cloth- 
ing, we will say, or textiles, than it did formerly. f think those are 
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the fundamental reasons, but I am not an economist. I am only a 
manufacturer. So I can give you only my impression. 

Mr. Mus. I did not want to get a false impression of what you 
were attempting to convey. You did not mean that this decline in 
employment in the industry was attributable to the importation of 
goods; did you? 

Mr. Sranton. No, sir. 

Mr. Mixts. I understand. 

Mr. Sranton. I want to be clear on that. I do not, but I believe 
that any further importation of goods will be adding the last straw 
to the camel’s back, so to speak; that we cannot stand it. We cannot 
even sell the amount of goods that we are making today and cannot 
have more goods coming in, but particularly at lower prices than our 
own cost, or we are done. 

Mr. Muts. You live in New England, of course? 

Mr. Stanton. Yes, sir. 

Mr. Miis. And the transition from one locality to another of tex- 
tile industries has had an impact upon employment in New England; 
has it not? 

Mr. Stanton. A tremendous impact. 

Mr. Mitts. That is the textile employment? 

Mr. Sranton. Yes, sir; a tremendous impact. 

Mr. Mriuus. And that has been much greater than the importation 
of goods, I assume? 

Mr. Sranrton. I believe it has. 

Mr. Miis. Mr. Stanton, in your prepared statement I notice that 
you discuss Japanese competition and you use certain data from the 
period January 1, 1954, to the end of the year to demonstrate your 
point. Do you regard those data as representative or not? 

Mr. Stanton. Prior to 1951 we had a big empty reservoir to fill up, 
which were goods left after the war, and Korea came along and that 
extended the period during which we had a reasonably good demand 
for our product. 

I think from 1951 to 1954, however, exclusive of Korea, we have a 
pretty good indication, particularly when we notice that in my state- 
ment, I think, I also pointed out that there had been a reduction in 
the last year in New England of 22 percent of our jobs. That is the 
last 12 months. 

Mr. Miuts. That is not due to imports? 

Mr. Stanton. No, sir. 

Mr. Mis. Now, my question had reference to the particular period 
from September 1, 1954, to the end of the year. You referred to 
an increase in imports from Japan, I believe, in your prepared state- 
ment. Now is that representative or not? 

Mr. Sranton. I believe it is, from my knowledge of the market; 
yes. 

Mr. Mixxs. Do you know what was taking place in Japan during 
that time, or what prompted the so-called dumping of cotton textiles 
here in the United States? 

Mr. Sranton. No; I do not. 

Mr. Mutus. Has that situation not been corrected ? 

Mr. Sranton. I do not know. Iam sorry. I do not know what 
occurred. 
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Mr. Miuxs. I understand that it has occurred and that actually it 
resulted from a deflationary policy taken by the Government of Japan 
that resulted in the cotton textile people in Japan liquidating inven- 
tories, being unable to buy raw cotton during that period. That 
resulted in some greater export from Japan. I wondered if that, 
in view of all conditions, can be interpreted by us as representative 
of what might happen ? 

Mr. Sranton. L > not know about that. 

Mr. Mus. Are there any further questions? 

Mr. Kean, of New Jersey, will inquire. 

Mr. Kean. This question may have been answered earlier. Does the 
domestic production in your industry have a larger or smaller share 
of the American market now than it did before the war, back in the 
days before the preparation for war in, say, 1936? 

Mr. Stanton. The domestic production did, you say ? 

Mr. Kean. I asked you woliethien the domestic people have a larger 
or a smaller share of the American market. Are imports greater in 
proportion to the entire market than they were before the war or have 
you about the same share? 

I am driving at the fact that so many industries, as we know, after 
the war, when there was little production anywhere else in the world, 
did have an abnormal share of the market. And the question I am 
trying to decide now is: Are these imports taking an abnormal share 
of the market or are you just about in the same position that you 
— in before the war or are you better off than you were before the 
war 

Mr. Sranton. I cannot remember the exact figures, of course, but, 
going back in my memory, I would say that we are somewhere near in 

alance. 

Undoubtedly, you —— have the figures and could answer 
that question better than I. But there were so many textile mills, 
machinery and so forth, destroyed in Europe and Japan, and every- 
where else, during the war. They have been building them back. 
And actually it is interesting to note, I think, not perhaps to your 
question, that the foreign or European textile mills are today equipped 
with just as modern machinery as we have here in the United States, 
much of it having been bought in recent years, perhaps some of it 
under the Marshall plan, with United States money, but I do not 
know. 

We have, ourselves, taken task forces from many of the European 
countries through our mills. We have had people over here working 
with us to learn how we operate and do things. We have been glad 
do that, because we felt that it was our duty to help rehabilitate 
them. 

But that is another particular reason why we feel that it is pretty 
tough on an industry that is trying to get along with the difficulties 
that we are facing, to have our own Government turn around, for in- 
stance, and make a competitor for us, as Mr. Mason said, with lower 
cost goods due to lower wages. 

I have not answered the question. 

Mr. Kean. After your answer to Mr. Mills, I gather that you did 
not carry out the idea of what Mr. Mason said about the transfer of 
jobs because it had not occurred yet. But I fear it may occur. 
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Mr. Stanton. That is right. 

Mr. Kean. This again is a question of the fact : That you are scared 
of the future more than you are suffering from the present from 
imports. 

Mr. Stanton. Let me change that just a little, if I may, Mr. Kean. 
We are very much afraid of the future, but we are having enough 
trouble with what is coming in today, as I mentioned in the beginning 
here the other day, to make us feel that there is serious damage even 
now. 

Now, when I say “serious,” do not misunderstand me. I do not 
mean that it is putting our industry out of business as of today. It 
is not doing that at all. But it is hurting us here and there, through- 
out the market, on a spotty basis. There is a funny thing about tex- 
tiles. One fabric comes in at a lower price and affects a great many 
other fabrics. 

Ginghams that are checks, plaids, or all-colored goods, made of the 
same types of material, so that a customer who can buy a gingham 
cheek, as he could, at 3214 cents felt “I want some plaids, but maybe 
I can get those from Japan,” so that the delicate balance of price 
levels between cloths is upset by even 60 million yards or whatever it 
is of goods that came in during the past year. 

Mr. Kean. But some competition is good; is it not? It is stimu- 
lating. I have seen very interesting articles on the subject of the 
New England situation, which say that one of the reasons why New 
England has fallen behind in some of these areas is that the very 
high tariff that they had at times has prevented the people from New 
England from using their inventive genius, of which they have plenty, 
to meet the competition; therefore, there was the move to the South, 
which was the easiest place to go, rather than to stimulate this 
inventive genius, which I know the people of New England have. 

Mr. Miuus. Mr. Reed of New York will inquire, Mr. Stanton. 

Mr. Reep. I am just wondering if this enters into the picture at 
all. It does enter it with respect to some products. Assume that 
Japan brings in a shipload of a certain article in competition with 
your mills. What affect does that have on the price? 

Mr. Stanton. Would you state that, again, Mr. Reed. I am sorry. 
I could not hear you. 

Mr. Reep. Heretofore many industries have been hurt by the price 
being driven down by a shipload of competing products coming in 
from abroad. Does that enter into your picture at all if Japan, 
or any other competing country, brings in a large quantity at one 
time of an article in which you compete ? 

Mr. Sranton. Yes, that is a very serious thing from our point of 
view. 

Mr. Reep. I wish you would speak to that a little bit, because that 
has not been brought out here. I did not call it dumping, because 
we have some laws against dumping, but they can bring in a few 
shiploads. Japan has a good merchant marine and is building a 
larger one. 

Mr. Sranton. That is serious, no matter from what country it 
comes, and upsets our market to a great degree. 

Mr. Reep. You find it difficult to plan under those circumstances; do 
you not? 
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Mr. Stanton. Yes, sir. 

Mr. Miuts. Mr. Sadlak, of Connecticut, will inquire. 

Mr. Sapiak. Just for information, Mr. Stanton, how many shifts 
is the textile industry now using, that is, in 24 hours? Is there 1 shift 
or are there 2 or 3 shifts in New England. 

Mr. Stanton. Generally speaking, I think you would call it a 
3-shift industry, although at the present time I believe it is running 
on the average of somewhere about 100 hours a week, which would 
. ash 21% shifts. But the statisticians could answer that better 
than I. 

Mr. Saptak. How many shifts are being utilized at the present 
time in the textile industry in other parts of the United States? 

Mr. Sranton. I am speaking of the industry overall, throughout 
the United States—the average. 

Mr. Saptax. Then I say again that I am seeking information, and 
my question is: How many shifts do the competitors in the same 
industry in Europe use? 

Mr. Sranton. I am sorry. I cannot answer the question. I have 
heard it was less. But I do not know. 

Mr. Saptak. Similarly I wanted the information as to how many 
shifts, if there is more than one shift, are being used in Japan. 

Mr. Stanton. That I do not know either. 

Mr. Muus. Mr. Stanton, this morning you were in the room and 
I think you perhaps heard Dr. Murchinson say that Canada was a 
pretty customer of ours for textiles. Did you hear that? 

Mr. Stanton. Yes, sir. 

Mr. Mitxs. And coming from the northern and eastern part of the 
United States, I thought that you could help me on this point. Is 
there some agitation in Canada at the present time to limit imports 
of textiles into Canada from the United States? 

Mr. Stanton. I have so heard, yes. 

Mr. Mizts. We have been successfully competing in Canada with 
the product of the United Kingdom in spite of the Crown preferences, 
have we not ? 

Mr. Stanton. Yes. 

Mr. Mutts. It would be serious to our textile industry here in 
the Unites States if we should lose that Canadian market, would it 
not ¢ 

Mr. Sranton. Yes. 

Mr. Mirxs. You people in the textile industry would want our 
Government to do everything possible to retain for you that Canadian 
market, would you not? 

Mr. Stanton. Yes. 

May I elaborate a little? 

Mr. Mus. Yes; I want you to elaborate. 

Mr. Sranton. Again this should be checked. But I believe that 
most of our exports to Canada are in the heavier fabrics rather than 
in the very fine, lighter fabrics. Now, I think there is a difference 
there, because Great Britain makes the finer fabrics rather than the 
coarse fabrics. I am not sure, but my recollection is that if we look 
into those figures we will find that United States exports are more 
on the coarse end of the business and that Great Britain’s exports to 

57600—55—pt. 220 
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Canada are from the finer goods field, which would have some bearing 
I think on the answer to your question, Mr. Chairman. 

Mr. Mitts. I had understood that at least one of the reasons why 
we export so much in textiles to Canada is because of the preference 
of the Canadians for American styles. Does that have any bearing 
on it? 

Mr. Stanton. That I would not know. I know that we, the mill 
that I represent, export small quantities of a nylon rg «mmr for 
curtain fabrics to Canada and they will not buy our first-quality 
goods. They buy our second-quality goods, because of something in 
the customs which I do not understand which permits them to brin 
them in and examine them, cut out the bad parts of the cloth an 
make them into first-quality curtains. So that there is something 
there which is beyond my comprehension. 

Mr. Mir1s. Mr. Stanton, we are in agreement that it is desirable to 
retain that Canadian market for American textiles? 

Mr. Stanton. Correct. 

Mr. Mus. How can our Government proceed to do that unless 
the Congress gives the executive department some machinery under 
which to operate to bring about that result ? 

Mr. Stanton. You mean how can we maintain our exports unless 
we give them an opportunity to export to us; is that your thought ? 

Mr. Mius. I hesitate to put this on the record. But I understand 
that there is considerable agitation in Canada at the present on the 
part of those who produce textiles in Canada to cause the Government 
of Canada to virtually exclude American textiles from that market. 

Now, that is the voice of the Canadian equivalent of the American 
textile manufacturers. 

If we in the United States are to retain that market over that pro- 
‘test, prevail upon Canada to permit us to continue to ship goods there, 
how can be accomplish that result without the Executive having some 
machinery to use, given to him by the Congress ? 

Mr. Sranton. I think the same probably could be applied to all 
other countries. I imagine that it could. That is perhaps the object 
behind your question. 

To my mind the Canadian exports, the export of our goods to 
‘Canada is not anywhere near as important as the protection of our 
own market for our own industry. I cannot speak for them, but I 
would imagine that almost every textile manufacturer would rather 
give up his Canadian market than to have goods from other foreign 
countries pouring into our market as they might with the lowering of 
the tariff. That is for them to decide, of course. 

Mr. Mitxs. Would the industry prefer to give up the export of 
textiles in order to protect itself from present imports of textiles? 

Mr. Stanton. Not from the present but from the threat of a lower 
tariff that will permit others to come in. 

Mr. Mitts. How can we retain our present exports of textiles and 
enlarge upon those exports, as I am sure you would like some au- 
thority in the executive department to work out a relationship that 
will result in that ? 

Mr. Stanton. Now, I hesitate again to give my impression on the 
record on this but our exports of textiles have decppha materially in 
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the last few years so that now they are down to I believe 500 or 600 
million yards. 

Yet during that period, we have, as I understand it, reduced our 
tariff substantially and have gone through this reciprocal trade busi- 
ness that is going on now. 

I am nothing but a manufacturer. I do not know the economy of 
this, nor the background of it, but it seems to me that we have not im- 
proved our exports of textiles as a result of the authority which has 
been given to the executive branch as of the present time, up to the 
present time. 

Mr. Mrs. I think everyone would agree that we Americans would 
not be satisfied today with what we did yesterday. 

Mr. Sranton. I think that is true. 

Mr. Miris. I think that is the reason that we progress here and we 
are proud of the fact that we do not want to stagnate. We want to 
grow. We want our exports to be greater. 

What disturbs me is the problem of how we can accomplish that 
fact unless we pass some such legislation as we have before us. 

Mr. Stanton. I cannot answer that. 

Mr. Miits. Mr. Reed of New York will inquire. 

Mr. Reep. I just wanted to say with reference to Canada that, judg- 
a the efits that are happening in my own district, they are 
taking every step possible and so are the foreign countries to get our 
people to invest over there, to put their plants over in those countries 
where they get the benefit of the payroll which supports communities 
and furnishes the people with labor over there. 

I am losing in my district right now plants that have gone there. 
Another plant is going over to Holland. That is the only chance the 
have. Canada has plenty of tariff protection so far as she is concerned, 
and she has a great many of our American industries with payrolls 
that could be here. 

Mr. Miits. Mr. Simpson of Pennsylvania will inquire. 

Mr. Smoreson. Mr. Chairman. 

Mr. Stanton, I am not going to criticize Canada or any other coun- 
try. Once they get our money and build a plant they want to protect 
the market for that plant in Canada or elsewhere, and that is why they 
have duties in Canada against cotton goods that you ship into Canada. 

Now, we have been 20 years trying to remove those barriers. We 
have more barriers today than we had: 20 yearsago. It does not make 
sense to me, having taken everything except our shirts, to now take the 
shirt off our back and trade that away. 

What you have said, if I understand, is that our home market here 
is worth far more to us than the market in Canada; is that right? 

Mr. Sranton. In the textile market; yes, sir. 

Mr. Sruwpson. You would not trade that Canadian market for a 
low tariff which lets Japanese products come here and take the whole 
market; is that right? 

Mr. Stanton. We certainly do not want these products to come in 


here, if I understood you correctly. 

Mr. Stmpson. I want you te understand me correctly. You said 
that, while you like Canada market, you would not trade that for the 
loss of our domestic market here. 
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Mr. Sranton. I thought I said that as far as exports to Canada were 
concerned I believe that the textile industry in the United States 
would prefer not to have any exports to Canada rather than to have 
foreign countries able to send goods in here at lower than our cost of 
production. 

Mr. Suwpson. That is what you said ? 

Mr. Stanton. That is what I believe I said. 

Mr. Sowpson. I thank you. 

Mr. Mis. Mr. Mason, of Illinois, will inquire. 

Mr. Mason. Along that same line, what is the percentage of the 
textile industry production that is not exported? Is it 10 percent 
altogether ? 

Mr. Stanton. I think perhaps 5 percent. 

Mr. Mason. Five or six percent we will say ? 

Mr. Sranton. Yes, sir. 

Mr. Mason. Then is it not rather silly for us to be so anxious to hang 
on to that 5 or 6 percent of our production and, in order to do that, 
lower our tariff so that the 94 percent that we have here will be risked ? 

Mr. Stanton. That is my theory ; yes, sir. 

Mr. Mus. Well, Mr. Stanton, that causes me to ask you another 
question. I hate to delay you. 

It may be true that only 6 percent of our production in the textile 
industry is exported. How many jobs are involved in that 6 percent 
would you say # 

Mr. Stanton. Six hundred million yards, about roughly a year, 500 
million yards maybe. 

Mr. Mitxs. How many jobs? 

Mr. Sranron. I am trying to make a quick figure here on horse- 
back. The mill that I represent produces about 100 million yards 
a year with 2,000 employees. Five times that might be 10,000 em- 
ployees. I could not say exactly how many jobs, but call a job an 
employee and perhaps that would be it. 

Mr. Mius. For purposes of my question, about approximately 
10,000 jobs are involved in our exports ? 

Mr. Stanton. Probably. 

Mr. Mitts We could not consume in the United States that addi- 
tional 6 percent that we export ? 

Mr. Stanton. Not under present conditions; no, sir. 

Mr. Mitus. Those people would be unemployed, then ? 

Mr. Stanton. Yes, sir. That is fair to assume. 

Mr. Mitis. Thank you, Mr. Stanton. 

Are there any further questions ¢ 

Mr. Harrison of Virginia will inquire, Mr. Stanton. 

Mr. Harrison. I understood that this morning’s testimony devel- 
oped that about a third of the American exports of cotton manu- 
factured goods went to Canada. Is that about right ? 

Mr. Sranton. ITamsorry. I could not hear you, sir. 

Mr. Harrison. I say that, as 1 understood the testimony of Dr. 
Murchison this morning, about a third of our exports of cotton 
manufactured goods go to Canada; is that correct ? 

Mr. Stanton. I do not have the figure. I do not know, but I 
would go along with the doctor on whatever he said. 

Mr. Harrison. Dr. Murchison testified to that and, if the total ex- 
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ports are 6 percent, that means that Canada takes about 2 percent 
of our total manufacture of cotton manufactured goods; is that 
correct ? 

Mr. Stanton. I believe so. 

Mr. Harrison. Now, the total importation from all countries, I 
believe he testified, is about one-half of 1 percent; is that correct? 

Mr. Stanton. I did not hear his testimony. I assume so. 

Mr. Harrison. If we returned to a protectionist policy and each 
nation did that, then we would lose 6 percent in exports and be pro- 
tecting one-half of 1 percent in imports; is that correct? 

Mr. Stanton. You would lose your 6 percent in exports. 

Mr. Harrison. Yes. If we went into an economic war such as we 
had prior to the adoption of this program and Canada put an embargo 
on our products, as you propose we should do on theirs, then the 
consequence would be right serious; would it not? 

Mr. Sranton. I made the statement that I thought it would be, 
a good trade for the long pull, and I do believe it would be, because 
the increase in goods coming into this country will in time be far 
more than the present 5 or 6 percent of exports that we have, unless 
something is done about it. 

The reason that we have not had more goods in here already, in my 
opinion, is that the textile industries in foreign countries have been 
building since the war and, if they keep on expanding, the extra 
production will come to the United States if it can be imported into 
the United States at less than our cost of production. 

Mr. Harrison. But at the present time our exports in cotton manu- 
factured goods are about 12 times the imports, is that correct / 

Mr. Sranton. I believe so. 

Mr. Harrison. Thank you, sir. 

Mr. Mitzs. Thank you again, Mr. Stanton. We appreciate your 
appearance and the information you have given the committee. 

The next witness is Mr. W. Ray Bell. 

Please come forward, Mr. Bell, and give your name, address, and 
the capacity in which you appear, for the benefit of the record. 


STATEMENT OF W. RAY BELL, PRESIDENT, THE ASSOCIATION OF 
COTTON TEXTILE MERCHANTS OF NEW YORK 


Mr. Bett. Thank you very much, Mr. Chairman. It is a great 
privilege to appear before this committee. 

Iam W. Ray Bell, representing the Association of Cotton Textile 
Merchants of New York, which I serve as president. Our members 
are large, medium, and smal! firms engaged in the marketing and 
distribution of textiles and textile products made by the mills of this 
country which are located chiefly in Southern and New England 
communities. —. 

Mr. Mitts. You may sit down and deliver your statement without 
interruption, Mr. Bell. 

Mr. Bex. Thank you very much. 

Beside these areas of concentration, the cotton manufacturing in- 
dustry is of high importance in the Middle Atlantic States of Penn- 
sylvania, New Jersey, Maryland, and New York. Its marketing and 
merchandising activities are largely centered in New York. 
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In recent months we have appeared twice before the Government’s 
Committee for Reciprocity Information, first to oppose binding the 
present United States concessions on textile tariffs for a fixed period 
beyond July 1, 1955, and in the second instance to advise against. addi- 
tional concessions to Japan on tariff rates for textile commodities. 

Upon each occasion the viewpoint was identical in its expressed fear 
of Japanese ravages on our domestic markets and, as a consequence, 
the potential disaster to the United States in terms of curtailed mill 
activity and enlarged textile unemployment. 

We do not believe the threat was exaggerated nor that the potential 
peril to American institutions and our national welfare can be lightly 
regarded by the Congress. For the essence of the pending programs, 
now inherent in the proposed new legislation, is a frantic drive to 
bolster the advantages of import competition and force on the United 
States an unnatural dependence upon foreign resources whose in- 
terests are not concerned with creating American employment or 
maintaining our standard of living. 

Yet those objectives are the basic foundation of practically all the 
social and labor legislation written into our statutes during the past 
22 years and cannot be ignored in your decision as to the propriety 
of further abandonment of our greatly reduced measure of protection 
to American industry and labor. 

So far as textiles are concerned, we believe that the proposed bill 
and the related Japanese negotiations pose a complete contradiction 
in national policy to the long-established principles and statutes that 
have guided the Nation on the domestic front. 

Our farm policy is unchanged in its adamant protection and price 
supports to domestic crops. Our labor policy still favors mounting 
wage scales and ever higher standa of living for American 
workers. 

How can these realities of domestic competition be reconciled with 
a foreign policy which invites and promotes the overrunning of our 
markets by identical and similar textile products made under the 
low wage standards of far-eastern production ? 

The clamor for increased imports through additional reductions in 
our tariff rates is not founded on any realistic need for increased 
supplies of textiles in this country or any burden of inflated price 
levels for domestic goods. 

It is ironic that the issue should arise at a time when wholesale 
Set on cotton broad-woven goods, according to the Bureau of Labor 
Statistics, are approximately 10 percent below the 1947-49 averages, 
whereas other commodities, excepting farm products and foods, are 
about 15 percent above the 1947 to 1949 levels. Synthetic fabrics are 
even more depressed and average but 73.7 percent of prices in the 
base period. 

This statistical evidence of depressed values emphasizes not only 
the relative bargains offered in American textiles to the consuming 
public, but reflects the overabundance of American production in a 
peacetime period of great national prosperity. 

We are now just beginning to emerge from the most serious textile 
depression of the postwar period. Although marked by temporary 
situations of curtailment and unemployment plus some plant liquida- 
tion, there are other scars in the form of meager earnings and heavy 
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financial losses which can best be summarized by citing consolidated 
= margins for the past year of less than 1 percent return on total 
sales. 

Admittedly, this is an unhealthy situation and must be corrected 
in the near future if the textile industry is to continue its functions 
for the benefit of the Nation. 

We believe these are of vital and indispensable nature especially 
in three major directions. First in importance is the collective 
responsibility of a large employer of labor. 

In December of last year total United States employees in the 
manufacture of textile-mill products were listed at 1,089,400 and in 
the related group of apparel and other finished textile products, an- 
other 1,182,100 employees were included. Together these represent 
more than 1 out of every 8 employees in all manufacturing industry 
whose total in December was 16,102,000 employees. 

Of greater significance even than numbers is the fact that textile 
mills are the lifeblood and often the sole economic reliance of hun- 
dreds of communities in many States, ranging from hamlets or villages 
to towns and cities. 

Upon the maintenance of textile activity in these many widespread 
communities depend the well-being of countless other citizens in trade 
and services supplying the particular localities. These communities 
make up a large part of American life. They are vital to our economy 
and it is pure nonsense to propose that they can be uprooted and dis- 
oe or that their inhabitants can be put on the ias in wholesale 

ashion. 

In cotton textiles alone, the State of Alabama has at least. 52 sepa- 
rate textile communities and at the present time about 50,000 workers 
engaged in their textile plants. This is roughly 1 out of every 4 in- 
dustrial workers in the State of Alabama, making it that State’s 
largest industry. 

In Georgia the record shows 92 separate textile communities and in 
June of last year textile employment was 101,000 workers out of 
294,000 in all its manufacturing. The ratio here is 3414 percent. 

South Carolina in 1953 had 83 textile communities with textile 
workers numbering 154,000 out of 193,000 workers in all industries. 
Here the percentage is 80 percent. 

Figures for North Candfina: also for 1953, show 152 communities of 
textile location, and 234,000 textile workers or more than 50 percent 
of manufacturing employment totaling 464,000. 

These are 4 States in which textiles are predominant, but similar 
situations different only in degree exist in New England, Middle At- 
lantic, southern, and southwestern textile producing areas. 

Since apparel commodities are likewise involved in the contemplated 
expansion of imports, the list of affected communities could be en- 
larged through all this Eastern and Southern area and extended 
throughout the mid-West and to the Pacific coast. 

Hardly any region of the United States can escape the danger of 
accelerated foreign competition which is grounded in superior cost 
advantages and does not have to reckon with the restrictions imposed 
by statute and custom on operations in the United States. 

Workers in these American textile and apparel plants enjoy the 
highest wages and highest living standards of any textile producers 
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in the world, but if they cannot get work or must work on short time 
it is small consolation for them to know that their markets have been 
sacrificed by our State Department on the altar of international ex- 
pediency and benefits to foreign nations. 

Beside the inherent values’ to industrial activity and employment 
in the United States, there are impelling considerations of national 
security which can be assured by no other Nation around the negotiat- 
ing table at Geneva or elsewhere. 

In two world wars and in the Korean struggle, the textile industry 
was always among the first to be called into mobilization. To make 
the thousands of items in apparel and equipment required by our 
Armed Forces, from heavy duck and webbing to the finest of fabrics 
for parachutes, powder bags, bandages, and other imperative needs, 
the industry literally turned itself inside out and accomplished mira- 
cles of productive achievement, so much so that high officers of the 
Army and Navy publicly stated that textiles were second to steel in 
the winning of World War ITI. 

Later, in the Korean mobilization, private business was deliberately 
sacrificed without Government compulsion to give preference to 
orders for Government military requirements. 

With war clouds again on the horizon and an “emergency” always 
around the corner, it would be a grave risk to endorse measures which 
could have the effect of crippling both our capacity and will to pro- 
duce the essential needs of our forces. 

The potential in cotton textiles, since the beginning of World War 
IT, has been reduced by approximately 2 million spindles, or 8 percent 
of installed capacity in December 1941. Further contraction that 
could result from an overload of foreign competition might seriously 
handicap our basic strength when most needed. 

The third major function of the cotton-textile industry, as we see it, 
is to consume the bulk of the American cotton crop and by so doing, 
provide the main pillar for the price supports of our cotton farm 
policy. 

As this committee knows, quota restrictions and tariffs effectually 
prevent the domestic textile industry from using more than a negligible 
amount of foreign growth cotton. In the 9 postwar years, on a cal- 
endar basis, domestic cotton consumption has averaged 9,231,000 bales, 
with only 1949 and 1954 falling below 9 million. We exceeded 10 mil- 
lion bales in 1951. 

Without such faithful activity, I venture to say that the whole struc- 
ture of our farm support policy, as related to cotton, would fall flat on 
its face. If Secretary Benson really wants trouble, let him transfer 
this dependence to foreign textile mills, especially in those countries 
which seek the lowest priced fiber obtainable in the world’s markets. 

There are varying opinions on the adequacy of present farm sup- 
ports and their future course, but few people today have the temerity 
to advocate their abandonment. In some form they are viewed by most 
as a necessary balance to the high wages and price levels of American 
industrial products. 

Is there any apreciable difference betwen this situation and that of 
the large bulk of cotton woven cloth production ¢ 

This too is produced primarily as a raw material for hundreds of 
industries and thousands of common items. American growth cot- 





TRADE AGREEMENTS EXTENSION 1673 


ton must be used if for no other reason than that the United States 
fixes quota limitations by countries on imports of foreign cotton, total- 
ing to a mere 29,000 bales of the staple lengths commonly used by 
the vast majority of American cotton mills. 

In addition the quota permits about 91,000 bales of high-grade cot- 
ton, chiefly Egyptian, and 140,000 bales of short, rough cotton, not 
grown here, and chiefly from India. 

This policy of stringent limitation of the supplies of raw materials 
used by cotton mills is in striking contrast to the liberal climate ar- 
ranged for competitive imports of basic cotton cloth, where quotas do 
not exist and tariffs are the only safeguard against the devastating ef- 
fect of identical goods made under the cheap labor standards of Japan 
and India. 

We do not advocate changes in the measures through which the Con- 
gress has insured the stability of farm income. But the tenacious 
preservation of home markets for raw cotton, with most liberal aids 

rovided for its export distribution, is justified in the national interest 

y the same Government officials who have been unconcerned by the 
loss of export markets for American textiles and would cheerfully 
trade our home markets to the lowest bidder. 

At the present time this lowest bidder is Japan, which has become 
the chief beneficiary of many tariff reductions in textile schedules 
already brought about dvanh various trade agreement negotiations. 
Although not yet a member of the international circle of GATT, 
Japan has been favored by our policy of generalizing these concessions. 

After a relatively minor role in 1951 and 1952 as a supplier of 
cotton piece goods to this country, Japan emerged in 1953 with nearly 
half of the total imports in the major category of countable cotton 
cloths, having 30,665,000 square yards out of total imports amounting 
to 64,251,000 square yards. Comparable figures are not yet available 
for 1954 but the evidence from cargo manifests and Japanese news 
sources indicate at least a doubling of these quantities last year. 

According to Japanese mill statistics, shipments to this country in 
the third quarter advanced from 4,771,000 square yards in 1953 to 
16,456,000 in the like period of 1954. News reports from Tokyo have 
claimed monthly quantities of 12 to 13 million yards each for October 
and November. This present experience of a 4- or 5-fold jump in 
volume follows the same pattern of progressive market invasion as we 
underwent in the depression years of 1934 to 1937 with respect to 
Japanese bleached goods. 

These grew from negligible quantitis in 1932 and 1933 to 6 million 
yards in 1934, to 30 million in 1935, to 65 million in 1936, and to 89 
million in 1937. 

Along before the latter figure was reached, the harmful effects of 
our economy became of national concern and by resolution of Con- 
gress, an investigation was ordered. 

Upon finding by the Tariff Commission that on certain fabrics, the 
original duties fixed by the Tariff Act of 1930 were not adequate 
to’ equalize the cost of production between Japan and the United 
States, President Roosevelt issued a proclamation on May 21, 1936, 
which established increases of between 42 and 43 percent over the 
1930 rates applying to these particular goods. 

The fact that these increased amounts of duty had no appreciable 
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effect in limiting the volume of imports from Japan up to the outbreak 
of war only lends weight to our strong conviction that the Japanese 
industry does not require tariff concessions in order to do business 
in our textile markets. 

On many textile commodities present rates are far below those of 
1936 which proved no barrier in prewar experience. Since that time 
our wage rates have advanced from around 36 cents an hour to approx- 
ivately $1.25 and while Japanese wages have risen in the postwar 
years, by comparison they remain infinitesimally low. 

We fear greatly that the trend of administrative policies, as indi- 
cated in the proposed legislation of H. R. 1, leads directly to a repeti- 
tion of the unfortunate developments which occurred in the late 
thirties and intensified our years of depression. 

The threat is even more serious now, because it is not confined to 
bleached goods but extends to practically all areas of cotton-goods pro- 
duction. Already the Japanese have gained a virtual monopoly in 
the low-end price ranges of such varied products as kitchen and dish 
towels, damask tablecloths, pillowcases, plain-back velveteens, and 
many other types of fabricated products which are not included in 
the woven-cloth statistics of yardage. 

Domestic producers of pest articles have been forced out by reason 
of costs which are sometimes higher than the retail selling price of the 
imported goods. 

During the past 5 months a similar situation has originated in ar- 
ticles of wearing apparel, men’s and boys’ shirts, ladies’ blouses and 
housecoats, cotton gloves, and brassieres. Fabrics used in these arti- 
cles of apparel include ginghams, corduroy, printed cloth, flannel, 
and suede. 

Here the great advantages in labor costs are pyramided, and our 
customers in the apparel industry must compete with fabricated mer- 
chandise sold below their costs of production. 

More immediate concern has to do with the entry of large and in- 
creasing quantities of staple gray cloth, in standard American con- 
structions and good quality at prices that take business away from 
our most efficient manufacturers. 

Gray cloth is not ordinarily wearable, but a raw material for count- 
less other industries. The same applies largely to its finished state, 
which serves as raw material for factories making all kinds of apparel. 

As such, most cotton textiles are bulk commodities, sold in volume 
quantities in one of the Nation’s most highly competitive markets, 
where a difference of even one-eighth cent a yard may be the difference 
between profit and loss. 

Competing in this market, the low-cost Japanese goods are simi- 
larly raw material which loses its identity when converted into fin- 
ished cloth or made into garments which move into domestic consump- 
tion or export as American products. In this primary market, a sale 
of even 500,000 yards of goods at cut prices can have a demoralizing 
effect on the values of many millions of yards in American production. 

For that reason the ability of the Japanese to consistently under- 
sell American values is probably more injurious than the actual 
amount of yards brought in to date. 

We have no optimism about a favorable change in this competitive 
situation, for Japan has overdeveloped its textile industry since the, 
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war and still has the superior advantage of an abundant supply of 
cheap juvenile labor, industrious and contented to live on a diet Of fish 
and rice. Measured by spindleage, their productive facilities have 
been doubled in the past 5 years, with approximately 8 million spin- 
dies now in place, most of which are of modern and automatic type. 
There is a high de of technical efficiency, and their traders are all 
over the world. t year Japanese exports of cotton cloth reached 
approximately 1,277 million square varas, or more than those of the 
United Kingdom and the United States combined. 

This is a large share of the shrunken world market and points up 
the inability of other textile producing countries, outside of India, 
to compete on the cheap qualities of piece goods used by the native 
millions of people in Asia and Africa. 

Extension of the market conquests to the United States is entirely 
feasible if our Government pursues a policy of eliminating by de- 
grees the already weakened measure of protection accorded to its 
own people. 

We have grown to have no faith in the processes of international 
bargaining. Around the negotiation table sit some 10 or 12 nations 
with a vested interest in exporting surplus textiles. All of them have 
an eye on the American market and complain about our tariffs, which 
are innocuous compared to their own quantitative or other restrictions. 

We feel that American representatives have consistently used tex- 
tile tariff schedules as bait to hook some fancied political advantage. 

The American textile industry is highly competitive and we believe 
it can compete with any form of fair competition. But it is an in- 
dustry grounded in American standards of good wages and high stand- 
ards of living. Its technologies and product nature cannot off- 
set the unfair competition of imports from countries of similar high 
technical standing whose wage fovels are but a tenth or less than a 
tenth of our wage levels. 

It is a large, widespread and vital industry whose health is essential 
to the American economy in peace and whose wartime capacities are 
indispensable. For such industries, adequate tariffs must be main- 
tained as the essential safeguards of our basic national welfare. 

Mr. Mii1s. Does that complete your statement, Mr. Bell? 

Mr. Bett. Yes, sir. 

Mr. Mus. We thank you for your appearance and the informa- 
tion given the committee. 

Are there any questions? 

Mr. Harrison, of Virginia, will inquire, Mr. Bell. 

Mr. Harrison. Mr. Bell, I followed you with interest about the 
Japanese interest in this country. If you could perhaps compete on 
terms of equality with Japan, could you compete? 

ara sae Do you ask me if the Japanese can compete with us on 
quality ¢ 

Mr. Harrison. On equality. Suppose there was no differential at 
all in price as a result of the tariff. What would be the competitive 

ition 

Mr. Betz. If there were no—— 

Mr. Harrison. If there were no differential at all as a result of a 
tariff what would be your competitive position? In other words, if 
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we repealed all tariffs on Japanese imported textiles what would be 
your competitive position 4 

Mr. Bex. I think the present tariff rates are no barrier at all to 
the Japanese from coming in. 

Mr. Harrison. They are no barrier. What percentage of your 
domestic market do you have as against the Japanese ? 

Mr. Beit. You mean ¢ 

Mr. Harrison. You said the tariff was no barrier. 

Mr. Beti. You mean if we had no protection whatsoever ? 

Mr. Harrison. Yes, sir. 

Mr. Betz. I beg your pardon. I did not understand. The Japa- 
nese are now producing roughly an average of about 300 million yards 
amonth. I think their total production for 1954 will be slightly less 
than that, about 3,200,000,000 yards. 

They have increased their spindleage every year since 1946. They 
added 250,000 spindles just during 1954. At the same time our spin- 
dleage is going down. I think that they could, with no tariff protec- 
tion, ship any amount of goods that they preferred to send into this 
market and, of course, with our high standards and high wages our 
markets are normally higher. 

I do not think they have been during the past year. I think there 
have been much better markets in other parts of the world. The 
Japanese heavy rush did not start into our markets until about 
August. 

But to answer your question, I think they could take almost any 
part of the market they wanted and if they did not have the plants 
with machinery to make special kinds of goods they could easily 
get them because they have a large textile machinery manufacturing 
industry. 

Mr. Harrison. The evidence of Dr. Murchison this morning was 
that 2 percent of United States textile production is being sold in 
Canada. Now, how is it that we are able to compete with the Japa- 
nese there on that market ? 

Mr. Betz. There are several reasons for that. I think our Japanese 
sales this year, and I am quoting from memory, will be about a total 
of 175 million yards. They have been running around 200 million a 
year. That is square yards. 

In the first place the United States has mills that make a very wide 
variety of cloth and articles such as towels, sheets, and pillowcases, 
which may not be fully made by the mills up in Canada. 

Mr. Harrison. I am not talking about Canadian mills. I am talk- 
ing about the successful sale of American textile products in Canada 
over the Japanese products. 

Mr. Bet. The reason we are selling goods up in Canada is because 
we make the type of goods that Canadian people want and you must 
know that until sometime this year we had a lower rate of duty up 
there than the Japanese did, but within the past few months they have 
reduced the duty against Japanese goods, put it on the same level that 
our goods are. I think the average is about 25 percent, and the Japa- 
nese goods have been flowing into that market in the last 4 months 
just as they have been flowing into the markets of the United States 
in very large and increasing quantities. We are going to lose a lot 
of our business in Canada. 
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Mr. Harrison. As a result of that? 

Mr. Betz. Absolutely. 

Mr. Harrison. And therefore the figures that we have, as I under- 
stand your statement, showing that we have successfully competed 
with Japan in the Canadian market, are based on figures that are no 
longer applicable, is that right? 

Mr. Betx. That is right, because they are on a basis of equality now. 

Mr. Harrison. And you think we will not be able to successfully 
compete with Japan in the Canadian market ? 

r. Betz. I think we will lose a very large part of our Canadian 
market; that is, whether the Canadians put up further barriers or 
not. 

Mr. Harrison. Was the textile industry as health in 1937 as it was 
in 1932? 

Mr. Bet. As healthy in 1937 as it was in what year? 

Mr. Harrison. 1932. 

Mr. Bei. 1932? 

Mr. Harrison. Yes. 

Mr. Bet. That is the worse year we ever had in our lives. 

Mr. Harrison. It was better in 1937 ? 

Mr. Bei. In 1937 we were riding the crest of a boom which started 
frankly in May of 1936 immediately after the President raised the 
duties 43 percent on these Japanese goods. 

Mr. Harrison. In your statement on the bottom of page 7 you 
tell of the great increase in quantities of goods from Japan between 
1932 and 1937. The industry flourished in spite of that, is that correct ? 

Mr. Bety. Well, we had various forms of legislation that had gone 
into effect in 1933, as you are aware. We had the National Recovery 
Act which caused a large increase in the wages, the costs of doing 
business. It limited operations to 40 hours a week for man labor, 
which made the industry go on to a two-shift basis generally at that 
time, and we also had the advent of the Agricultural Adjustment 
Act, which put a processing tax on cotton consumed in cotton mills. 
I think it was about 4 cents a pound or a little over that. So there 
was a great deal of inflation, you see, that started at that time. 

Mr. Harrison. You do not think we have any less today, do you? 

Mr. Betxi. No; we have more. 

Mr. Harrison. Thank you, Mr. Bell. 

Mr. Mitts. Mr. Reed of New York, will inquire. 

Mr. Reep. Mr. Bell, you stated I believe that the domestic cotton 
textile industry used about 9 million to 10 million bales of raw cotton, 
is that right? 

Mr. Betz. Annually, yes, sir. 

Mr. Reep. What percentage of that raw cotton is grown right here 
in the United States? 

Mr. Be.u. I gave figures which I think are correct as to the amount 
of it. 

Mr. Reep. Practically all of it, Mr. Bell ? 

Mr. Betu. Practically all of it, yes; 89 percent. 

Mr. Reep. In other words, our textile industry uses comparatively 
little foreign cotton, is that right? 

Mr. Betu. We have these quotas, as my brief says, on very fine 
cotton from Egypt. I think there is roughly around 90,000 bales of 
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that, and then we have this harsh cotton that comes in largely from 
India now. It used to come from Canada. One of the funny thin 
I found in looking up these quotas was that the Soviet Republic still 
has a quota here and so does China. 

Mr. Reep. Well, you could not get very much more foreign cotton 
if you wanted to on account of the quota, could you? 

r. Bert. No. I had an experience once in 1941. I was Chief of 
the Textile Division of the Office of Production Management, and 
we had 20 bales of Cuban cotton, with a staple that ran pretty close 
to 2 inches, up in bond in Boston and we could not get that cotton 
out for a mill who had to have it for some kind of aircraft fabrication, 
very long staple, until we had an investigation by the Tariff Commis- 
sion and a decision by them that it would be all right. 

Mr. Reep. That was 20 bales that were held up on account of the 
quota ? 

Mr. Beuu. Yes, sir. 

Mr. Reep. Thank you very much. 

Mr. Miuus. Are there any further questions? 

We thank you, Mr. Bell, for your testimony. 

Mr. Betz. Thank you very much. 

Mr. Mus. The next witness is Prof. Seymour Harris. 

Professor Harris, come forward and give your name, address, and 
the capacity in which you appear, for the,benefit of the record. 


STATEMENT OF PROF. SEYMOUR HARRIS IN BEHALF OF THE 
NEW ENGLAND TEXTILE COMMITTEE AND SIX NEW ENGLAND 
GOVERNORS 


Mr. Harris. My name is Seymour Harris. I am professor of eco- 
nomics at Harvard. And I am appearing on behalf of the six north- 
eastern governors and the New England Textile Committee which was 
appointed by the New England government. 

I want to say at the outset that I am aeons them at no 
compensation of any kind and, therefore, am taking a position without 
having sold out to business interests. 

I am not going to read this long paper. I hope that you will let it 
go into the record. I shall try to summarize my position. 

Mr. Mitts. Without objection, the entire statement will be inserted 
in the record. 

(The document referred to above is as follows :) 


STATEMENT BY SEYMouR E. Harris ON BEHALF OF THE NEw ENGLAND GOVERNORS 
AND THE NEW ENGLAND TEXTILE COMMITTEE 


INTRODUCTORY 

1. The occasion of this brief 

Brief of Seymour E. Harris on behalf of the Conference of New England Gov- 
ernors and the New England Textile Committee, appointed by the New England 
Governors, in re H. R. 1; A bill to extend the authority of the President to 
enter into trade agreements under S. 350 of the Tariff Act of 1930, as amended. 
2. Credentials 

The occasion for my being here is suggested by the letter below from the 
Conference of New England Governors: 
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NOVEMBER 22, 1954. 
Prof. Sztymour Harris, 
Harvard University, Cambridge, Mass. 


Dear Mr. Harris: As you are no doubt aware the trade and tariff policies of 
the United States are a matter of deep concern to New England. 

We understand that these matters will be considered both from a legislative 
point of view before congressional committees, and in hearings before the Tariff 
Commission, and the Committee for Reciprocity Information in connection 
with the negotiations with Japan and other nations scheduled to begin in 
February at Geneva. 

Your familiarity with our New England economy and particularly its textile 
industry, as well as your knowledge of international trade problems, make 
you peculiarly well qualified to represent us at these hearings and to work with 
our textile committee, which is vitally concerned with these matters. 

The governors at their conference on November 18 voted to ask you to represent 
us and the textile committee before the congressional and other committees re- 
ferred to above in order that the interests of New England and her textile indus- 
try shall be properly protected from destructive low-wage foreign competition. 

Your acceptance of this task will be greatly appreciated by each of the 
Governors. 

Very truly yours, 
JOHN LODGE, 
Chairman, New England Governors’ Conference. 


May I add that I have written this paper and am appearing here without com- 
pensation as a public service on behalf of the New England region. I am a 
professor of economics and a member of the Graduate School of Public Adminis- 
tration faculty at Harvard, though, of course, I do not speak for the university. 
At Harvard, I have taught for more than 30 years, have taught international 
economics for about 20 years. I have also written many books in international 
economics. I was also chairman of the New England Textile Committee ap- 
pointed by the Conference of New England Governors, which wrote the report 
on the New England textile industry (1952). 


I. THE GIST OF OUR ARGUMENT 


3. Main outlines of the argument 


H. R. 1 provides for a 15 percentage point drop in tariffs over a period of 3 
years; for a reduction of rates by 50 percent below the rates existing on Jan- 
uary 1, 1945, for articles not imported or imported in neglible amounts; and the 
application of a reduction of rates by more than 50 percent below the 1945 level 
if the President determines that such decrease is necessary in order to provide 
expanding export markets for products of Japan. 

I am not raising any specific questions concerning the general lines of com- 
mercial policy except the following: 

We are all in agreement that there cannot be long continued imbalance in 
international accounts without unfavorable economic and political effects upon 
this country and other free nations. We therefore have a responsibility to help 
bring about something closer to a balance. 

I do not consider myself a protectionist, nor do I believe that the majority of 
New Englanders are protectionists. But it is easy to go overboard on tariff 
cuts, and also to underemphasize the adjustment problems raised by tariff cuts. 
It is also easy to forget that there are alternative policies that might help solve 
the dollar and the trade problems. It is easy to dismiss problems of justice: 
Who is to take the rap? It is also easy to exaggerate the responsibilities of 
American labor and industry and to forget that protectionism is much more 
rampant abroad than it is at home; that balancing of the dollar account requires 
cooperation abroad as well as at home; and also let us not forget that in the years 
1953 and 1954 the nondollar world has added $4 billion to its gold and dollar 
account. Though the dollar problem is not solved, it is certainly less trouble- 
some than it has been since 1939. Let us not forget that a major source of 
pressure for tariff cuts comes from the dollar shortage. I believe the committee, 
in emphasizing the occasion of tariff cuts as when “any existing duties, or other 
import restrictions of the United States or any foreign country are unduly bur- 
dening and restricting the foreign trade of the United States,” is not stressing 
the main point. 
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It is with these thoughts in mind that I stress the total effects of Government 
measures upon the New England economy and the relating of tariff policies to 
the total effects of Government policies upon New England and to the state 
of the New England economy and particularly of its textile industry ; the alterna- 
tive means of balancing the dollar accounts; and finally the peculiar problems 
raised by Japan, and the difficulties of solving them by tariff legislation. In 
particular, I raise the issue whether a disproportionate part of the burden of 
solving this national problem of dollar shortage should be put upon a few vulner- 
able industries or should be shared by all the people, and especially by those able 
to bear these costs. 

The major conclusion in this statement is that a reduction in tariffs on 
textiles would be unjustifiable. No administrative agency could defend tariff 
relaxation for an industry which, if it continued to lose the average number of 
jobs of the last 3 years, would be gone in 15 years; and which on the same 
basis would disappear from New England within 8 years. (This position holds 
even if the decline since 1951 were not held entirely indicative of trends.) It 
is to be hoped that this rate of decline will be stopped or at least slowed down; 
but it should be noted that New England is now entering a phase in woolens which 
is reminiscent of the interwar period in cottons. Moreover, the decline of em- 
ployment in the South was serious in these 3%, years—with all jobs gone in a 
period of about 15 years if this trend were continued. 

Another major conclusion is that tariff policy is but one facet of national policy ; 
that interference with the free market by the Government has greatly injured 
New England's competitive position—for example, through Federal agricultural 
and tax policies. It would be the height of folly for the Government now to 
revert to free-market principles through tariff cuts with injury to New England 
when interference with the free market has hurt New England. The Government 
should look at overall policies. 

A special case can be made for textiles and New England in that this industry 
and the region face serious adjustment policies which would become more evident 
once military outlays are cut. Unfortunately, major growth is outside of New 
England and outside of the depressed textile and shoe towns, and hence the 
mobility of capital and labor into new employment upon which the theory of 
tariff reduction rests is not adequate. 

Dollar shortage, which has become one of the strongest motives for tariff cuts, 
does not justify the contemplated tariff cuts. First, because the shortage is 
less serious than it was a few years ago. Second, because the major markets 
of the dollar-short countries lie not in the United States but elsewhere; and 
hence the case for adjustment through a reduction of United States exports 
which have been inflated to the extent much more than $100 billion over 40 
years through various kinds of “subsidies.” Dependence on this way out puts 
the burden on the strong, not the weak. Third, because since dollar shortage is 
a problem of great importance for our economic and political security, its solution 
should be the responsibility of the entire Nation, not of a few vulnerable in- 
dustries. Surely the weak textile industry responsible for 1.3 million out of 65 
million jobs should not be asked to effect a significant part of the adjustment. 
Hence there is some case for putting a greater part of of the burden on the 
taxpayer or on lenders generally. A proper assumption of responsibility by 
the Nation in this way would contribute much more to dollar equilibrium than 
tariff cuts. Besides, such policies extend the period during which adjustments 
have to be made. It is a happy omen that the President at least seems to be 
moving in this direction, though he may be blocked by his Secretary of the Treas- 
ury. Fourth, there are many ways of making dollars available to our friends 
abroad through a more sensible commercial policy than tariff cuts—e. g., com- 
petition for United States procurement, reduced shipping, and even reduced agri- 
cultural subsidies. Fifth, the solution of the dollar problem lies much more in 
rising income here, as our rise from 9 to 15 percent of world imports since 1938 
suggests, than in tariff cuts. 

Some questions can be raised concerning the whole reciprocal trade agreements 
program which in many ways has become an anachronism, however justifiable it 
was in 1934. It either cannot be used to solve the dollar problem because in 
theory under this program more imports must be balanced by more exports; or 
it has been used to solve the dollar problem, which is contrary to the spirit of the 
legislation (and in my view it has been so used). Furthermore, the United States 
depends almost exclusively on tariff rates as the weapon of commercial policy ; 
but since the rest of the world is much more protectionist and relies on exchange 
controls, export subsidies, exchange control, exchange depreciation, multiple ex- 
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change rates, quotas, state trading, etc., more than on tariffs, the United States 
is at a great disadvantage in bargaining to cut tariffs. In many instances, con- 
cessions granted to the United States in reduced tariffs have been obviated by 
the introduction of a nontariff type of restriction (e. g., depreciation of the 
foreign exchanges, which acts like a tariff and cuts export prices of the depreciat- 
ing country). 

Finally, all will admit that the Japanese situation is serious; and for our secu- 
rity, her problem of the balance of payments should be solved. But her ailments 
are many and deep, not the least of which are the loss of the Chinese market 
formerly accounting for about one-half her exports, the destruction of capital 
plant in the war, unwise economic policies (too much investment and consump- 
tion as suggested below), the large money and wage inflation not offset by a 
corresponding depreciation of the exchanges, the abandonment of United States 
aid, the loss of territory with corresponding losses of export potential and in- 
creased need of food imports (rice exports of the Asiatic countries are down by 
one-half), the continued rise of population accompanied by increased need of 
imports of food and raw materials, the loss of dollar income associated with 
reduced shipping and fishing income, and the unwillingness of Western Europe 
to open their markets to Japan. In the light of these fundamental changes, it is 
not likely that tariff concessions at the expense of one of the United States major 
weak industries is going to contribute in any important way toward the solution 
of Japan’s dollar problem. 

In its last report GATT (International Trade, 1953, p. 81) wrote as follows: 

“Although the deficit with the dollar area, at about $500 million in 1951 and 
1952 (it was somewhat lower in the first half of 1953), remains numerically the 
largest, it is in some ways less threatening since it continues to be compensated 
by noncommercial transactions. Moreover, a deficit with the dollar area, a major 
supplied of both primary products and manufactures, already existed before the 
war, while trade with other areas was roughly balanced. Finally, Japan’s dollar 
exports since the war have been increasing relatively more than her dollar 
imports and have been making very substantial progress in the last few years. 

“The problem which presents itself far more acutely is the deficit with the 
sterling area, and especially with its independent overseas members. This 
deficit in 1953 (first half) amounted to over $300 million at any annual rate, 
as compared with the export surplus of about $200 million in 1951.” 

This is a problem which the British will have to face. The International 
Monetary Fund in its annual report for 1954 emphasizes the improved relations 
of Japan with certain Asiatic and Latin American countries as well as the 
inereased restrictions of the United Kingdom and hence reduced imports (p. 49) ; 
and much progress is being made with bilateral agreements (GATT, pp. 112-113). 

Finally, many authorities (e. g., the IMF) have recently emphasized the great 
expansion of the Japanese economy in recent years and the accompanying rise of 
imports. But this was not accompanied by serious attempts to enforce adequate 
austerity (Tsuru in January 1955 Atlantic Monthly). 


II. NATIONAL POLICY, THE NEW ENGLAND REGION, AND THE NEW ENGLAND 
TILE INDUSTRY 


4. Tariffs, one kind of interference with the free market 


For a generation now, New England has suffered from Federal policies which 
have tended to advantage other regions at the expense of New England. This 
point is relevant because interference with the free market has been involved, 
and the argument against the tariff is always that a tariff results in uneconomic 
allocations of factors of production and hence higher costs. But in a world of 
all kinds of interferences with the pricing system and the free market tariffs 
cannot be condemned merely because they involve interference with the pricing 
system. 


5. Government agricultural and related policies and New England 


The fact is that though agricultural policies, the Government has increased the 
price of the food New England consumes and the raw materials she processes. 
(This region devotes only a few percent of its employment to agriculture, fishing, 
and mining and therefore as a region can survive only insofar as she can sell 
manufactured products primarily and services secondarily for food and raw 
materials.) Not only has the Government increased these prices for New Eng- 
land consumers and producers, but even in 1954, the Farm Act included a 
provision for rising domestic output of wool by one-third, thus increasing the 
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price of a product indispensable for our woolen industry, which is now in the 
midst of a fight for survival against man-made fibers; and in a recent ruling the 
President provided an artificial market for nonferrous metals thus contributing 
to higher prices of these raw materials which New England possesses. 


6. Other policies of the Government adverse to New England 


But is is not merely the higher prices of food and raw materials that the 
Government is responsible for. Even as it raises these prices, it acts to depress 
those of manufactured goods through removal of tariff restrictions. Moreover, 
the operations of the Treasury tend to take money out of this region to build up 
its competitors. In 1 year as much as $1 billion was taken out of New England 
net, or about 7 percent of its income. Under the accelerated amortization tax 
relief, the main competitors of New England profited at the expense of New 
England. I can document this position more fully and shall be glad to do this 
in the hearings. (I shall say nothing here of the tendency of the Government 
to subsidize competing regions nor of the abuse of tax-exemption privileges by 
some southern States, a practice which is used to attract northern management 
and capital.) The committee may find much additional testimony on this issue 
in the reports of (1) the Committee on New England Report to the President and 
(2) the New England Textile Committee, two committees on which the writer 
served, and his book on the Economics of New England. 


Ill. ECONOMIC TRENDS IN NEW ENGLAND AND IN NEW ENGLAND TEXTILES 


7. Explanation of trends in New England 


For many reasons, New England grows less rapidly than other regions. Among 
the more important explanations are its early industrialization ; its great depend- 
ence on textiles and shoes, the 2 slowest growing of all census industries in the 
last 50 years; its location in the northeast corner of the Nation and therefore its 
inability to attract industries which require bulky raw materials and produce 
products expensive to transport; and, finally, certain institutional factors and 
notably those related to politics, Federal policy, etc. 


8. Trends 


Here are some figures which show the trends in New England: 

(a) Percentage rise of nonagricultural employment, 1939-53: United States, 
63.3; New England, 37.4 (lowest of all 10 regions). 

(b) Percentage change in nonagricultural employment, 1939-53: 
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Again, New England’s gains are less than those of all other regions with few 
exceptions, other than in finance. But it is especially in the last 10 years that 
New England’s relative losses have been large. Her nonagricultural employment 
rose only by 4.9 percent as compared with 20.7 percent for the country.’ 


9. Trends in New England teztiles 


In textiles the trends are more serious as they are, though not to an equal 
degree, in leather and shoes. In 1919, New England accounted for 440,000 textile 
jobs; in 1947, 288,000. There was little change from 1947 to 1951 (net) but by 
1954 the total seems to have fallen by about 100,000 additional. Hence the net 
decline since 1919 is considerably more than 200,000 jobs, or more than one-half 
of the textile Jobs available in 1919. Earlier in the century New England had 
accounted for about 80 percent of the cotton spindles; her proportion of spind!e 
activity now seems to be less than 10 percent. Total United States employment 
in textiles seems to have been relatively stable from 1919 to 1951. Again, in the 


2 All figures are from the BLS Monthly Review, July 1954, pp. 740-7438. 
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last few years, New England has experienced serious losses in woolens, an 
industry in which she maintained her relative position almost unchanged from 
1919 to 1947. Even in recent years, textile employment accounted for about 
10 percent of the employment in New England, and of course in terms of the 
secondary effects of losses of a textile job perhaps 20 percent of all jobs are 
involved. 


10. Trends, New England teatiles, 1951-54 


Since 1951, the textile industry has suffered substantial losses in the country, 
though especially in New England. Note in this same period all industrial pro- 
duction rose by about 10 percent and real gross national product by about 12 
percent. The table below reveals a significant downward trend from 1951 to 
1954. In fact, total textile jobs declined by 268,000, or 20 percent; in New Eng- 
land by 107,000, or 38 percent; and in the South by 41,000, or 7 percent. Gen- 
erally New England’s relative losses are several times those of the South but 
in fine goods New England’s output fell by 31.5 percent in 344 years, while the 
South gained 10.6 percent. 


TasLe 1.—Percentage change in tertile activity, 1951-54, United States, New 
England, and South 


Change, September 1954 Change, September 1954 
from January 1951 | from September 1953 
New . | New 
United United| : 
Eng- | South S Eng- | South 
States land | | States | land | 
Se | heel Smee 
Cotton consumption (per working day in bales) —22.2 | —48.9/) -19.0) ~—7.6 | —21.6 —6. 
Spindle activity in cotton fibers (average hours per 
working day) - . ee zs 
Spindle activity in synthetic fibers (average hours per 
working day) _.....-- ‘ ~5.7| -—9.1 —5.9 | +13.4 |, ~16.7 
Production, fine goods 111.2 [1-315 ['410.6 | 2 —4.3 2?-13.3 
Proiuction, synthetic broad woven fabrics (millions 
of linear yards) 1—25.4 |! —41.4 27—16.4 |2—10.8 
Employment (in 1,000’s): | 
(a) Cotto. and synthetic textile mills (broad 
woven fibers) ; Ue hws —26.7 
(b) Textile mill products_................--....- \ 38. : xf —9.7 | —20.3 


—16.1 | —47.3 | —10.0| —8.0 | —25.7 —6§. 





1 Change ist quarter 1951 to 2d quarter 1954. 
2 Change 2d quarter 1953 to 2d quarter 1954. 
3 Georgia, North Carolina, South Carolina, Tennessee, and Virginia. 


Source: Adapted from Northern Textile Association Study (based on Census Facts of Industry). 


11. Concentration on textiles 


These heavy losses in textiles are serious, and especially because they are so 
heavily concentrated. A substantial part of the livelihood of such textile towns 
as Lawrence, Lowell, New Bedford, and Fall River in Massachusetts: Woon- 
socket, R. I.; Nashua and Manchester, N. H.; and Lewiston, Maine, are dependent 
upon textiles. In 1950, 20 percent of all jobs in Rhode Island were in textiles 
and in Lawrence no less than 55 percent.’ 


12. The problem of mobility and adjustment 


Time and again it has been po.nted out that labor mobility in the textile 
industries is low. The theory of free trade or of the harmlessness of tariff 
cutting rests on the assumption that those who lose their jobs then obtain jobs 
in the growing industries, either as they migrate or as new industries move in. 
But both New England and British experience show that the movement is slow, 
and the loss of textiles brings serious problems. Unsatisfactory demand in tex- 
tiles in itself is a depressing influence. Any Government policies tending to 
open up the markets of the United States further to textile products would fur- 
ther depress the industry. It has been shown time and again that unemployed 
textile workers do not move easily, in part because women are a large part of 
that labor market, and in part because, when there is a concentration of racial 


2 Figures from report of the New England textile industry by committee appointed by 
the conference of New England governors, 1952, p. 96. and U. 8. Census, Facts and Industry. 
3 Report of the New England Textile Industry, p. 94. 
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stocks movement is slow. Failure to move would not be serious if new industries 
moved in to take the place of the departed ones. But the new industries tend 
to avoid textile towns, with their depressingly empty mills, high tax rates, with 
labor relations aggravated by declining markets. When the new industries do 
move in, they are frequently low-paying industries, paying much lower wages 
than in textiles. The textile towns tend to attract the low-paying apparel indus- 
tries and electronics and rubber, employments paying wages in New England way 
below the national average in these industries. 


13. Some facts on adjustments of displaced textile workers 


In the most careful study yet made of the mobility of textile works, Dr. 
Miernyk, in tracing the subsequent history of employees of 6 mills that shut down 
in 6 textile towns in New England, found that 45 percent were presently em- 
ployed, 43 percent were unemployed, and 12 percent had abandoned the labor 
market. He also found that about one-third of those who obtained jobs moved 
on to other textile jobs, suggesting that in view of the declining employment in 
the textile industry they merely squeezed other textile workers out. The em- 
ployees of closed mills generally found their new job less satisfying than their 
textile employment, and suffered a deterioration of skills used and a reduction 
in pay. 


14. Limited openings for displaced workers 


Transfers of workers are a troublesome problem even in our highly prosperous 
economy since 1940. In times of depression the situation of course becomes much 
more serious. But the long-continued problems of such textile towns as Law- 
rence, Fall River, and Manchester show that these problems are not solved over- 
night. When employment in the declining industry is large, the problem is 
aggravated. A relevant factor is that there are distinct limitations on the alter- 
native employments that may be offered to the displaced textile worker. This 
is particularly true since growth is largely in other regions or at best in other 
parts of the textile State. In a paper that I read before the American Economic 
Association in 1953, I tried to point out some of these difficulties. Allow me to 
reproduce several paragraphs from this paper, the main point made being that 
employments are largely localized and hence to a considerable extent do not 
offer openings to those who have lost jobs in declining industries. That really 
means we must wait for growth; but unfortunately New England is a slowly 
growing region and the growth is generally not in the depressed places. 

“Obviously, most sales are at home. In fact, a large part of all sales are 
within the region or even city of production. This is perhaps even more true 
of services than of movable goods. A large part of our services are almost 
exclusively free of interregional competition—medical, local, and State govern- 
ment, public utilities, domestic service, local transport, public education, etc. 
Here competition outside the city or region is distinctly limited. This point 
is of importance because it underlines the limited area within which adjustments 
in response to losses in interregional competitive position must be made. 

“It is well to remember that manufacturing income in 1952 accounted for but 
31 percent of all income. The major adjustments in the competitive position of 
a region have to be concentrated to a considerable extent on this part of the 
economy. Hence, large losses in interregional competition, say in textiles and 
shoes, if they are to be made goods in substitute exports, must largely be made 
goods in improvements in manufacturing ‘export’ industries. 

“Contract construction (5 percent), wholesale and retail trade (17 percent), 
services (9 percent), finance, insurance, and real estate (9 percent), transporta- 
tion (5 percent), communication and public utilities (3 percent), Government 
and Government enterprises (12 percent)—these all have elements of regional 
competition, but, to a considerable extent, they are necessarily localized. An 
estimate of the approximately 40 items included in the employments listed in 
this paragraph and accounting for 60 percent of all income suggests that only 
about 10 percent of all income and corresponding employments included here 
are largely subject to interregional competition. Thus for retail trade, public 
utilities, transportation, telephone services, most other services (education, 
religion, cinema, private households), local and State government, and a large 
part of Federal Government, the location of activities for the most part are 


4W. H. Miernyk, Interindustry Labor Mobility: The Case of the Displaced Textile 
Worker, Boston, Mass., especially ch. II (mi raphed and preliminary ). 

5S. E. Harris, Interregional Competition: With Particular Reference to North-South 
Competition, proceedings of the American Economic Association, 1954. 
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determined by the present distribution of population and income. Only as popula- 
tion and income are redistributed will the services be redistributed. They are 
determinates, not determinants. Substantial parts of wholesale trade and of 
insurance are examples of services subject to interregional competition. 

3 * * +. * = a 


“If a manufacturing region loses heavily in exports, its losses must be recouped 
largely in manufactures, with some help from services. Yet even in manu- 
factures there are segments where adjustments are not easily made. For 
example, in 1951, the distribution of manufacturing employment was as follows: 

“1. Seven industries with location predominantly determined by access to raw 
materials (and to some extent to proximity to markets) accounted for 35 percent 
of the value added in 1951. 

“2. The location of 7 industries accounting for 46 percent of the value added 
was determined to a substantial degree by the need of being near the raw 
materials. 

“3. The other 5 industries (textiles, apparel and related, printing and publish- 
ing, leather and leather products, instruments and related products) accounting 
for 19 percent of value added were industries which might be located largely 
independently of the proximity to the scources of the raw materials. 

“The last group would especially be subject to pressures for any adjustments 
that have to be made.” 


15. Declining and growing industries 


Part of New England’s difficulties stems from the fact that expansion in the 
growing industries is not adequate to offset the declines in the weak industries. 
Note, for example, that from 1899 to 1951 the share of jobs in textiles, apparels, 
and shoes dropped from 28.5 percent to 19.4 percent. 

“From 1919 to 1947, New England added 162,000 jobs in the 10 manufacturing 
industries growing most rapidly, or about 4 percent of the additional jobs in 
these industries in the Nation, a proportion much below the region’s 9-10 percent 
of all manufacturing jobs. The figures point to difficulties in adjusting. In 
this same period, the region had lost 200,000 jobs in textiles and shoes. From 
1947 to 1952, New England lost no less than 61,000, or 22 percent, of its textile 
jobs. But the region gained 25,000, or 2 percent, in all jobs in industry. The 
major gains were in transportation equipment (23,000) and electrical machinery 
(26,000) .” 


16. In short 


In short, textiles are a declining industry, even in prosperous times. But on 
top of that the severe competition with the South, which pays much lower 
wages and enforces standards of public services and social services much below 
the national standard (though the South also has some real advantages), results 
in large losses for New England textiles. No sovereign government would have 
stood by while its people lost jobs at the rate of New England textile losses 
since 1919. Is it fair to impose additional losses on New England textiles and 
on New England in the light of these adjustment problems, which are made 
much more serious by unusual interregional competition, slow growth in New 
England, and various Federal policies? Would any Federal agency be wise to 
recommend increased foreign competition for an industry which, if it con- 
tinued to lose as many jobs as from 1951 to 1954, would be out of business in the 
Nation in 15 years and in New England in 8 years? 


IV. TARIFF REDUCTION AND OTHER APPROACHES TO INTERNATIONAL EQUILIBRIUM 


17. The pressure to cut tariffs 


Undoubtedly the current pressure to cut tariffs springs in part from the dis- 
equilibrium in the dollar market. The original purpose of the trade agree- 
ments legislation was to expand the total amount of trade—both exports and 
imports. Obviously, this kind of agreement would do little good in solving the 
dollar problem. Insofar as it has contributed toward narrowing the dollar 
gap, the explanation is that American negotiators have been outsmarted by for- 
eign negotiators. If the objective of our reciprocal trade agreements is to in- 
crease imports and not exports, then this should be clearly stated. 


18. Restrictions on trade in the United States and abroad 
It certainly must be clear to all that the United States is the “free” trade 





*Ibid., p. 12. 
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country among the larger nations. Our tariffs have been cut by about two- 
thirds (even granting all the points raised against this kind of comparison, the 
declines have been large). The dollar is the only major currency that is con- 
vertible, and hence the dollar can be freely used to buy anywhere. Though we 
have a few quotas, our dependence on quantitative restrictions is small; on ex- 
change control and on multiple exchange rates we rely not at all. In the last 
15 years, the average depreciation (weighted by trade) of all currencies vis-a-vis 
the dollar has been about 90 percent. Each devaluation of course improves 
the competitive position of other countries. Indeed, often this is an offset 
against a relatively large price rise abroad. But there have been many in- 
stances in which a trade agreement has been followed abroad by a devaluation, 
an export subsidy, an introduction of exchange control, or quantitative restric- 
tion which has nullified the concessions made to this country. Obviously, if 
GATT now has jurisdiction only to reduce tariff rates and the United States 
relies almost exclusively on tariff rates for restricting trade, and her trading 
partners rely largely on other types of restrictions, the trade agreements made are 
of limited significance, and United States negotiations are at a great disadvan- 
tage. 


19. Tariff policy and the dollar shortage 


Indeed, there has been a serious dollar shortage and both on political and eco- 
nomic grounds it is necessary to solve this problem. For this reason, the case 
for tariff reduction is greater than it otherwise would be. But it should be noted 
that though the doliar problem is probably not solved for all time, neverthe- 
less there has been a great improvement in the last few years. For example, 
the gold holdings outside of the United States and Canada increased by close to 
$2 billion from December 1952 to the middle of 1954; and gold and foreign ex- 
change haldings by about $2.3 billion. Moreover, the recent relaxation of trade 
barriers against dollar goods by the nondollar world is also evidence of a less 
stringent dollar. market. Hence the case for tariff cuts as a means of solving 
dollar shortage is much weaker than it was a few years ago. 


20. Alternative solutions of the problem of dollar shortage 


There is general agreement that the dollar problem may be solved by reduced 
restrictions on trade, by a reduction of United States exports and by United 
States foreign loans and assistance. I do not here consider a factor greater im- 
portance than tariffs in determining imports, namely, the high level of activity 
in the United States. From prewar to 1953, United States imports had risen 
by 60 percent in volume, from $2.6 billion in prewar to $5 and $11 billion in 1946 
and 1953 respectively, and from 9 to 15 percent of world imports. Let us 
consider these alternatives in turn. 


21. (a) Reduced restrictions on trade 


The use of this approach tends to put the burden of the adjustment upon the 
industries that compete with foreign products. The dollar problem is one that 
concerns the entire economy, since it is tied to fundamental economic and po- 
litical considerations. Hence it is unfair to put an excessive burden on any 
one group. Thus, why should textiles with 1.3 million out of 65 million workers 
assume a large part of the adjustment required to provide Japan with necessary 
dollars? Furthermore, insofar as the adjustments are made through removal 
of restrictions on trade, the division of the burden should be related to other 
policies and conditions affecting particular regions and industries. On that 
score, it is clear that textiles and New England should not contribute through 
further tariff cuts on textiles. The burden should be put on growing industries 
and growing regions. It would be the greatest folly to introduce artificially new 
competition for an industry (the New England textile industry) which at the 
rate of liquidation of the last 3 years would largely disappear in 8 years. Could 
anything be more cruel? Even the national industry in the last 3 years lost 
ground at a rate, if sustained, which would destroy the industry in 15 years. 
If tariffs have to be reduced, a greater relative burden should be put on such 
industries as chemicals, petroleum, and rubber, where employment relative to 
1899 has risen 150 percent above that in textiles, apparels, and shoes, or on five 
major metal and metal fabrication industries, where relatively to these weak 
industries employment from 1939 to 1951 had risen by 47 percent." 

Protectionism is not expressed merely in tariffs. Conditions set for competi- 
tion in Government procurement, export subsidies, shipping subsidies, etc., are 


T Proceedings, op. cit. 
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also relevant. Thus, why not allow the British to compete on equal terms on 
Government procurement with the great electrical equipment corporations which 
have been so vocal on the issue of tariff reduction in order to expand exports 
and yet protest vehemently when a foreign bidder greatly undercuts the Ameri- 
can producer and gets the contract? 


22. (b) Reduction of exports 


Perhaps the most fruitful attack on our dollar problem would be through a 
cut in our exports. This is a sensible way out in part because over the last 40 
years considerably more than $100 billion of excess of exports over imports (and 
about $5 billion annually in the postwar) have been subsidized through Govern- 
ment loans and assistance and through private loans (not repaid) and gold 
imports. The result is that exports are at a highly inflated level. These are 
the industries which generally can afford a reduction in markets with a mini- 
mum of losses. What is also important is the point that the major export 
markets of Western Europe and Japan lie not in the United States but elsewhere. 
Western Europe sells only 10 percent of its goods in the United States and even 
Japan sells less than 20 percent of its exports in this market. Moreover, in 
response to economic deterioration abroad and large loans and assistance by 
the United States, United States exports as a percentage of world exports rose 
from 15 percent in prewar to 21 percent in 1953, or 40 percent.* 


23. (c) Foreign loans and assistance 


Since 1945, the major adjustments in the dollar market have come (aside from 
increased imports associated with our growing economy) through a rise of 
exports of the nondollar world to nondollar countries, and foreign loans and 
assistance by the United States. This does not mean that United States imports 
have not risen greatly. They have. In 1953, imports in volume were one-third 
above the 1945 level; and in value, by about 160 percent. But the striking fact 
concerning the rise if imports is its association with income movements in this 
country. The case for recourse to loans and assistance rests on the fact that 
the burden is more widely distributed as compared with relaxation of tariffs. 
It is possible to work out a long-range assistance and lending program which 
would put a relatively small burden on the taxpayer and yet greatly lengthen the 
period during which this economy has to adjust to.a rise of imports vis-a-vis 
exports. Even assistance to Asia, Latin America, and Africa would greatly 
strengthen the economic position of Western Europe. The underdeveloped 
nations would use their additional dollars and higher income in part to purchase 
more goods from Western Europe (and also Japan). 


24. In summary 


Tariff reduction was not proposed as a weapon for solving the dollar problem. 
Contrary to the spirit of the Trade Agreements Act, reciprocal trade agreements 
may have been used for this purpose. A major point made in this section is 
that tariff cuts are only one approach to lifting of trade restrictions, and since 
this is our major weapon we are at a disadvantage with countries using all 
kinds of restrictions on trade. We do not adhere to the view that an additional 
burden should be put on textiles nor that a major part of the adjustment in the 
dollar market should be concentrated on the weak or on a small minority of all 
wage earners. Hence the proposal to deal with the problem in other ways. 


Vv. THE JAPANESE PROBLEM 


25. Need for helping Japan 


It is obvious to all that the Japanese are having great difficulties in balancing 
their international accounts; and it is equally obvious that it is to the advantage 
of the United States that a solution to this problem should be found. A failure 
to do so would greatly weaken the defenses of the free world in Asia. 


26. The Japanese balance of payments 


From the table below, it is evident that the Japanese trade balance has tended 
to deteriorate in the last few years. The explanation of a deterioration in 
current accounts after credit balances of 104, 217, and 257 million dollars in 
1950, 1951, and 1952 and a debit balance of $221 million in 1953 lies primarily 
in the large expansion of imports of $1,227 million from 1950 to 1953 as against 


8 All figures from International Monetary Fund, International Financial Statistics, 
October 1954. 





1688 TRADE AGREEMENTS EXTENSION 


an expansion of exports of but $473 million. The deficit on current account is 
found despite the fact that government outlays provided 623, 786, and 780 million 
dollars in 1951, 1952, and 1953, as compared with $153 million in 1950. (These 
apparently include largely procurement by United Nations forces.) But it should 
be noted that United States grants, which amounted to 534, 361, and 155 million 
dollars in 1949, 1950, and 1951, were not available at all in 1953. To meet the 
deficit in 1953, Japan imported short-term capital primarily, inclusive of drawing 
on sterling balances ($125 million), and borrowed from various sources. In 
the years 1949-52 Japan had built large credits on short-term account. 


TasLe 2.—Balance of payments of Japan 
[In millions of United States dollars] 





| 
j 
| 
| 
| 
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5. Total, current account..............---... a . 4 | 70.2 158.4 | 

3, Cumulative total, inclusive of private | | 

financing..." | 320.1 | 103. 6 | 216.9 | 

. Total, official financing ----.----. sad wliteda tins | 516.3 | 361.3 | 155.1 | 
3. Total, long-term capital —17.5 —.2 —2.4 
. Total, short-term eapital . —175.8 —460.9 —365. 2 





¢ | | 
0. Monetary gold ; —2.9 —3.8 —4.4 


1 Preliminary. 


Source: International Monetary Fund, International Financial Statistics, October 1954, p. 201. 


27. Prewar and postwar trade of Japan 


As compared to prewar, the United States proportion of Japanese imports has 
increased, whereas there has been a large decline of Japanese imports from 
other sterling countries (exclusive of United Kingdom and dominions), The 
explanation of this trend is undoubtedly the large part played by United States 
aid and military operations. But the Japanese market in the United States has 
declined, and there has been some improvement in relative sales to other coun- 
tries. This, of course, points up again the great importance of dollar-weak 
countries finding markets elsewhere. 


TABLE 3.—Japanese trade, prewar and postwar: Proportions (percent) to groups 
of countries 





1937 1951-53 | 1954, Ist quarter 


! 
Exports to| Imports | Exports to} Imports ; Imports 


United States and Canada-.-- 
Other sterling 
Rest of world 2 


1 In 1987 and 1938 (average) Japanese exports to the United States were 18-19 and imports 34 percent. 
U.N., IMF, IBRD, Direction of International Trade, 1937, 1938, 1948-52, p. 34. 

2 Exclusive of above and exclusive of Latin America, United Kingdom, EPU countries, and EPU 
dependencies. 


Source: IMF International Financial Statistics. 


Country by country, the large relative gains of Japan’s imports were from 
the United States, Canada, Australia, Mexico, Philippines, and Thailand; the 
large declines, China (from 21 to almost zero percent), Indonesia, Germany (7 
to 1). The major. change in Japan’s exports was registered by China: A’ 
decline from 43 to almost zero percent. The largest relative increases were 
in a sense fictitious: Hong Kong (one-half to 4+ percent), Formosa (zero to 
5 percent), Pakistan (zero to 9 percent), India and Pakistan together (7 to 13 
percent), Korea (zero to 4 percent), and Ryukyu Islands (zero to 4 percent). 





TRADE AGREEMENTS EXTENSION 1689 


Note that in large part the gains are explained to some extent by including as 
international trade what was formerly regional trade.’ 


28. Textile production and trade 
Japan’s output of textiles is much below prewar. 








{1,000 metric tons] 

Woven cot- , ; Rayon fila- 

Cotton yarn ton fabrics | Wool yarns | Rayon staple | ment yarn 
a a I ctv geben 
Wits ocehan tbtebhocebeesepeede 6.0 336 5. 59 6.6 12.07 
i iiiniinendpbsscmnpvineeicgeces 46. 2 230 4. 48 12.4 8. 09 
Se eR ae eee ee eee | 10.4 ht . 92 1.3 1.35 
Ne 29.4 156 5.71 9.9 5. 37 
cask cihtede haters dicate Sentceillpentsiaenaisio 34.5 196 7. 06 13. 5 6.17 
40.0 223 6. 68 16.5 6. 76 





Source: U. N., Monthly Bulletin of Statistics, November 1954, pp. 41-44. 


It will be observed that, though output is below prewar, it has been steadily 
rising and especially since 1948. By the first half of 1954, output was about 
four-fifths as great in cotton yarn as in 1937-38 (average), three-quarters in 
woven cotton fabrics, four-thirds as much in wool yarns, five-thirds as high in 
rayon staples, and three-fifths for rayon filament. Japan’s output is lower than 
in the prewar, both absolutely and relatively. According to Mrs. Lovasy, Japa- 
nese production, in 1951, of cotton textiles averaged 2,216 million square yards 
as compared with 4,794 and 3,297 million square yards in 1937 and 1938. The 
export percentages were 55 and 66 percent in 1937 and 1938 and 49 percent in 
1951.” According to another study, Japanese exports of textiles amounted to 
$361 million in 1952, or 29 percent of total export trade.” Since the prewar 
there have been large changes in relative production and exports of textiles. 


29. Japan’s trade trends in textiles 


Total trade in textiles (quantity) declined by 1.2 billion yards from 1937 to 
1951, or 18 percent. The major changes in relative export trade in textiles are 
suggested below. 


TasiLe 4.—Percentage of export trade in tertiles, 1987 and 1951 
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Source: G. Lovasy, op. cit., pp. 49-50 (my calculations). 


30. Other aspects of the Japanese economy 


In a table below, I have summarized for the years 1949-54 several relevant 
variables. They show above all that the Japanese have been experiencing a large 
inflation. This is evident, for example, in a rise in wholesale prices of 70 
percent, of monthly wages of 74 percent (as compared with an increase in the cost 
of living of but 28 percent). This rise of prices is associated more with monetary 
expansion than with government deficits. With exchange rates at 360-361 yen 
per dollar from 1949 to the summer of 1954 and with wholesale prices rising but 
12 percent in the same period in the United States (only 17 percent as much as 





® All figures calculated from U. N., Yearbook of International Statistics, 1952. 
Gg. a i in United States Share of World Textile Trade, IMF Staff Papers, 


April aes, p. 5 
2U.N 58 hook of International Trade Statistics, 1952, pp. 200-202. 
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in Japan), it would be expected that Japan would be confronted with serious 
deficits in the balance of payments. Obviously, trends in prices and exchange 
rates since 1949 suggest that the Japanese competitive position has deteriorated. 
In view of relative price and exchange movements, Japanese goods had become 
much more expensive and foreign goods much cheaper. It is well to recall also 
that most sterling countries experienced a depreciation of 30 percent in 1949 
and many other countries experienced a decline in the exchange rates in 1949; 
and most other competitors experienced a reduction in the foreign value of their 
currency. 


TABLE 5.—Various aspects of the Japanese economy, 1949-53 and latest month, 
954 
{End of year] 


1951 1952 1953 | Latest month 1954 


; ee rate (yen per United States . } . : ; 360.8 (July). 
ollar). 
. Government gold and foreign exchange s 564.0 | 924.0 {1,051.0 | 844.0 | 714.0 (July). 
(million dollars). 
. Money supply (billions of yen) -_-____-. 789.0 |1, 047. 1, 264.7 |1,438.8 | 1,262.0 (July). 
« = finance, deficit (billions of ; 125.0 52.5 26.5 | —16.0 (July). 


en). 
" Market discount rates \ . 4 9. 38 . 9.13 (July). 
. Wholesale prices (1950= 100) 85 9 141 144 (July). 
. Cost of living (1950= 100) 121 137 (August). 
Wages (monthly earings) (1950=100) __- 92 148 160 (April). 
Unit value of trade: 
9. Exports (1950=100) _- ren ie 146 130 (May). 
10. Imports (1950= 100) _. ‘ 107 126 106 (May). 
11. Manufacturing production (1950= 84 156 201 (August). 


100 
12. National income (billions of yen)..| 2,737 | 3,361 





1 Beginning Apr. 25. 2 Beginning Jan. 16. 3 Beginning Jan. 12. 
Source: IMF, International Financial Statistics, October 1954, pp. 120-122. 


31. Japan’s international position and textiles 


Japan’s imbalance in her international accounts is serious. There are many 
explanations of this imbalance: monetary and wage inflation; failure to adjust 
exchange rate to the inflation; the damage done by war to capital plant and 
sources of food supplies, with unfavorable effects on exports and increased need 
for imports; much uneconomic investment ; loss of shipping and fishing income as- 
sociated with the war; the loss of markets as the result of the war, losses not 
easily recouped, and finally the termination of United States aid and the ending 
of the Korean war. Obviously, reductions in United States tariffs on textiles or 
generally will not solve the international problems of Japan. It will be neces- 
sary to use many cures. First, there is much need for assistance. Japan will 
not solve her problems until she is able to increase her savings greatly and im- 
port much more capital. Then she may be able to cut down her imports and 
increase her exports. Second, Japan will have to reduce inflationary pressures 
which weaken her competitive position. Additional savings, a more moderate 
wage policy, and foreign loans and assistance will reduce these pressures. 
Third, Japan will have to turn more to Asia and even the Iron Curtain coun- 
tries for trade. With improved East-West relations this will be possible; and 
even without them Japan could increase her trade in nonstrategic items with 
China without damaging the position of the West. Certainly, increased im- 
ports by the United States of Japanese products will not offset Japan’s losses 
in Asiatic and some European and even Latin American markets. Fourth, West- 
ern European countries will have to accept part of the responsibility for provid- 
ing markets for Japan. So far several of them have been most reluctant to ac- 
cept even limited Japanese competition. Fifth, higher incomes both in Western 
Europe and the United States should contribute toward higher imports from 
Japan. Sixth, with increased productivity and higher output in Japan, her ex- 
ports should increase. 


$2. Reduced tariffs on textiles not the solution 


The concessions in tariffs, if made, should be concentrated not in textiles but 
on other products where increased imports would not raise serious problems of 
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adjustments. In 1952, textiles were less than 30 percent of Japanese exports. 
Metals and machinery and transport accounted for about 35 percent of Japan's 
exports. When one considers that United States imports of cotton cloth from 
Japan in the years 1935, 1937, and 1939 averaged 68 percent of all imports of 
cotton cloth in quantity but only 36 percent in value and but $3 to $4 million 
yearly, it can be seen that the major adjustments in the Japanese trade 
balance will have to be found elsewhere.” Surely textile imports, even though 
Japan alone of foreign countries seems to be on a competitive basis pricewise 
with this country in textiles, will not close a significant part of a gap on cur- 
rent account of $221 million (1953). Should we exclude military operations 
and the like, then the deficit would be close to $1 billion. 

Mr. Harris. Thank you, sir. 

My general position is as follows: that a good part of agitation 
for tariff cutting comes as a result of dollar shortage, but it is clear 
to all of us, and I am sure clear to this committee, that you can solve 
the problem of dollar shortage by cutting tariffs to some extent, by 
cutting exports and giving other countries our export markets, or by 
foreign aids; and one of the crucial problems is how far do you 
depend upon 1 as against the other 2 alternatives for solving the 
dollar problem. 

In my opinion, the export interests have gotten away with murder 
in the last 40 years. They have been subsidized to the extent of $120 
billion through Government subsidies of all kinds, inclusive of taking 
a great deal of goods that we do not need, and the net result therefore 
is that exports are in a very highly inflated position. 

It is interesting to note that the businessmen who have suddenly 
become free traders are almost invariably exporters: Mr. Reynolds, 
for example, Mr. Ford and the General Electric Co., and so forth 
and so on. i 

I am not criticizing these gentlemen for taking this position because 
they are more or less fulfilling their capitalistic objectives. All I am 
saying is that the gentlemen who are trying to protect their industries 
and save their markets are equally interested in their capitalistic 
position, and there are no invidious comparisons employed. 

If you look at the general problem of exports, as I say, what is hap- 
pening today? Actually the United States Government is making 
about $5 billion a year available through aid and this, of course, helps 
solve the problem of our imports and also of course finance our exports. 

On top of that it is not generally known that $3 billion additional 
are involved and made available from the United States through 
military expenditures abroad, not part of our foreign aid but expendi- 
tures by our Army abroad and civilians who stay with our Army. 
And here you have about $8 billion a year and these, of course, to a 
considerable extent provide the markets for our exports as well. 

It is also important to observe that these expenditures, and 
especially in view of the Formosa situation at the present time, may 
play a very large part in solving this very difficult Japanese problem 
about which we are all concerned, and I think we are all agreed that 
it is important that the Japanese problem be solved for purely 
political, if for no other reasons. 

If you look at the problem of dollar shortage, what do you find? 
In the last 2 years the nondollar countries have accumulated $4 billion 
in dollars in gold, which has considerably eased the dollar problem 


13U. 8S. Tariff Commission, Cotton Cloth, 1947, pp. 88-89. 
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and, to that extent, reduced the pressure for making excessive tariff 
concessions. 

Who should pay for this particular dollar-shortage problem? In 
my opinion this is a problem that is of interest to every American. 
It is a problem that should be financed by every American. The 
problem should not be solved by putting the burden of the adjust- 
ment upon a few vulnerable industries, but should be paid by all 
the people and, if tariff cuts are required, insofar as they are required, 
they should not be excessive and they should be apportioned accord- 
ing to those who can bear the sacrifices most. In any case, it is very 
ee that too much of a burden should not be put upon the 
tariffs. 

I might say, Mr. Chairman, that I shall probably be thrown out of 
the trade union of economists for taking this position because, as you 
probably know, free trade is a religion with economists. 

Now, then, let us look at the problem in a somewhat different way. 
In my opinion, the whole trade-agreement program is an anachronism. 
This is a program that was started 20 years ago with a desire of in- 
creasing the total amount of trade, both exports and imports. I think 
it could be well defended at that time. 

I am not so sure about it a the present time because, after all, the 
crucial problem today is not so much a problem of exports versus 
imports. The crucial problem today is the problem of dollar shortage 
which is being solved to some extent. 

Of course, the reciprocal trade agreement does not say that the 
United States should import. It says the United States should im- 
port and export, which means it makes the solution of the dollar 
problem. 

If the program were carried through as it was supposed to be car- 
ried through there would be no contribution toward a solution of the 
dollar sroblem, but actually, in my opinion, it has not been carried 
eae that way and, to some extent, has solved the dollar problem, 
but in so doing somehow has more or less violated the spirit of the 
agreement. 

Now, it is also important to remember that the United States is a 
great importing Nation. As a matter of fact, today we import 60 
percent more of goods relative to world imports than we did in 1937 
and 1938. In other words, we are the great importing Nation, and 
we have improved our imports more than anybody else, so that your 
idea that we are not doing a good job on imports is a great deal of 
nonsense. 

That is, it seems to me, the way to increase your imports through 
prosperity so that people have more incomes and buy more goods, 
and not by violent and radical reductions in the tariffs that might 
have certain effects on certain vulnerable and weak industries. 

If your compare our tariff cuts in the thirties and since 1945, you 
will see very quickly that the real explanation of our large rise of 
imports has not been tariff cutting, although it has made some con- 
tribution. The major change has come from our prosperity. It is 
important for use to be prosperous if we want to buy goods from 
abroad. 

On that score, let me point out that actually only about 10 percent 
of Europe’s exports come to the United States. Only about 20 percent 
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of Japanese exports come to the United States. You can see from 
these figures that we are not going to make a very important contri- 
bution toward solving these problems by reducing our imports, 

The area from which we do import a great deal is Latin America, 
60 percent or more. That is just the area where we do not have any 
serious tariffs except on a and sugar, and these are tariffs that 
cannot be cut easily without upsetting our whole agricultural policy. 

I want to repeat something I heard more than once this morning: 
Namely, there 1s a lot of nonsense going around that the United States 
is a protectionist nation. Nothing could be further from the truth. 

As a matter of fact, compared with the rest of the world, the United 
States is virtually a free-trade country. If you look at the kind of 
protection devices being used in Latin America and in Europe, quotas, 
exchange control, multiple exchange rates, state trading, and so forth, 
these are much more vigorous in their control of imports than any 
thing we have. 

You may not know that since 1939 there has been an average deval- 
uation against the dollar of 90 percent which, of course, is a form of 
protectionist device. 

Therefore, taking all these things together, I do not think it is fair 
to say that the United States is a protectionist nation. And I do not 
know how the economists ever got this view around. 

Now, coming to the second broad issue that I would like to discuss 
especially since I am interested in the New England problem, the 
argument generally used about the tariff is that this is an interference 
with a free market and therefore we should not have tariffs. This is a 
ridiculous argument. This was all right in 1776 when Adam Smith 
wrote the Wealth of Nations, but it is not an argument that is relevant 
today because we have all kinds of interference with a free market 
of which the tariff is only one. 

Therefore, tariff policies should be determined in terms of all these 
interferences with a free market. I say this is particularly important 
for New England because all kinds of interferences with the free mar- 
ket have damaged the New England economy : For example, the amor- 
tization program where New England, with 20 percent of the textiles, 
receives 1 percent; the tax-exemption program which took away a 
great many of our industries; the fact that in 1 year the Federal 
Government took a billion dollars out of New England more than it 
put back; the farm program which increased the price of our food 
and raw materials. And we are primarily an importing area on food 
and raw materials and cannot sell our textiles because the South and 
a nuinber of cities have lost one-third to two-thirds of their textile jobs. 

These people do not find jobs easily. It is a lot of nonsense about 
new industries coming in. New industries do not come into textile 
towns where the buildings are vacant, the situation is depressing ; 
there may have been an overtone of bad capital-labor relations, and 
tax rates are high; and, in general, if new industries come in, they go 
to Hartford or Springfield, but not to the textile towns. And a large 
part of our textile workers are still unemployed, after having lost. their 
jobs, for a year or longer. It is a very difficult thing to find the in- 
dustries to absorb these workers. Since I have developed this point 
fully in my paper, I shall not deal with it here. 

The final point with which I want to deal which is my second point is 
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the fact that New England, as a matter of justice, should be spared 
considerably in this matter. If you find it absolutely necessary to cut 
tariffs, then I think the tariffs should be cut in the growing industries 
and not those that are having an awful time staying alive. You do 
not give somebody who is down and out a kick in the pants. 

On the Japanese situation, I think we are all sympathetic with the 
Japanese. I think we all realize that we have to do something for the 
Japanese. I am not trying to say, “Let us not have any tariff conces- 
sions to the Japanese and let them swim for themselves,” because this 
is an unrealistic position to take. 

I say we have to do something for the Japanese, but I question 
whether the way out is the approach that is suggested by H. R. 1. 

There are an awful lot of things wrong with Japan, Mr. Chairman. 
I know how busy you are and what a long schedule you have. I am 
trying to talk rapidly. 

Let me point out a few things that have not been pointed out on 
the Japanese situation. It is bad for various reasons. For example, 
the Japanese live on rice primarily. The total export of rice in Asia 
is only about one-half of what it was before the war and the popula- 
tion has increased. They have lost their fishing industry and their 
shipping industry. Third, the Japanese have lost their Chinese 
market, half their total market. 

The British have put very serious restrictions on the importation 
of Japanese goods, the whole empire. This is serious. e Japa- 
nese have had a great deflation following the deflation you have talked 
about. This meant an increase of 70 percent in prices which has not 
been accompanied by any adjustment. 

They have also had a great inflationary period in the sense that they 
are going in for a heavy period of investment and not limiting con- 
sumption so that their wages are rising more rapidly than prices and 
their productivity is increasing. 

They have a considerable amount of excess income which is ef- 
fecting large imports and therefore makes the situation serious. On 
top of that, you have this kind of a situation. The Japanese are 
short about a billion dollars a year. That is a large sum of money. 
It is a very large sum of money compared to our imports of Japanese 


S. 

This problem cannot be solved in any significant way by an increase 
of exports to the United States, though such increase of exports may 
have serious effects on certain vital vulnerable industries. 

Even though you get all you are asking for in H. R. 1, you are 
not solving the Japanese problem. Of this billion dollar deficit 
about two-thirds is now being financed by expenditures of the military 
and civilians of the United States in Japan. 

It is an interesting thing that GATT in its last report said that 
the real serious problem in the Japanese balance of payments is not 
the deficit with the United States because, as a matter of fact, that 
is the normal situation in the relationship between Japan and the 
United States. The important thing about the Japanese deficit is 
its deficit in relation to the British Empire, and the British have 
been unwilling to make the necessary concessions to straighten out this 
situation. 

It is also true that the Japanese are making all kinds of bilateral 
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ments, and their position is improving. In view of the Formosa 
situation the probabilities are that military expenditures in that area 
will increase, which will further ease the Japanese situation and re- 
duce the pressure for large tariff concessions. 

I think we need a great improvement in the Japanese fiscal situa- 
tion, monetary and spending policies, and they need some new indus- 
tries which would make less necessary importation. 

That is the general picture on the Japanese situation. 

May I conclude, Mr. Chairman, by saying that I have not said that 
there should be no tariff cuts. I am not a protectionist. I am a 
free trader. You may think I am a peculiar free trader, but I think 
economists deal with these problems in a doctrinaire way. 

If they would look the situation over in Lawrence, as I have, they 
would take a different view about the whole situation. 

I want to say that I realized that we have to balance these accounts, 
but I also realize that we tend to underestimate the problems of 
adjustment that arise when you reduce tariffs too rapidly. 

I know there are a great many things in this paper which I have 
not mentioned, but I tried to limit myself to 15 minutes, Mr. 
Chairman. 

I would be glad to answer questions. And I must say I was im- 
premet by the economics IQ of the chairman in the questions he asked 

efore. 

Mr. Miuts. Professor Harris, I want to first of all apologize to you, 
if you gathered any impression that I wanted you to desist. I was 
not squirming or twisting, because of the length of your statement 
atall. I wassquirming and twisting because I thought that I remem- 
bered that you had always identified yourself as a free trader and I 
was having a little difficulty reconciling your statement with my 
previous impression of your position. 

Mr. Harris. Some of my students have said the same thing to me. 
I have been teaching for 35 years, and some of them come back 
and say “Didn’t you say so-and-so?” 

I am sorry that Mr. Dingell is not here, because in 1946 he and 
I were on a national radio hookup on the same side of the fence. 
I have not changed my position, but I am saying that it is a more 
serious problem than it seems, and I think that economists have 
tended to mislead Congressmen and others on that issue. 

Mr. Mitxzs. You have written some books, and I notice that in the 
preliminary to your statement you refer to that fact. I have had 
the good fortune of reading some of your books, and it seems that 
I recall that you Pah, Heroes the Tariff Commission in behalf 
of the importation of Swiss watches at one time. 

Mr. Harris. No; I never did. 1 did once get into a debate on the 
Swiss watch. I never appeared before Congress or any administra- 
tive agency as a professionally paid man. I have always done this 
sort of thing as a public service, because, you know, as soon as an 
economist represents some business interests before Congress or an 
administrative agency, it is immediately said—and I savall the saying 
of one of my colleagues at law school—that a lawyer in the present 
world can prostitute his profession, but an economist cannot. 

This is something what we economists have to watch for. 

Mr. Mitxs. I was merely trying to further explain my reason for 
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squirming. In some way I remember that you had taken a position 
in favor of the importation of Swiss watches. 

Mr. Harris. Mr. Chairman, I might say that a great many of my 
economist friends will not talk to me any more, and I have not found 
one of them that has been able to put a crimp in my argument. I 
have argued this a number of times before Congress. I think that 
you may be more successful. 

Mr. Mirus. Are there any questions? 

Mr. Sadlak, of Connecticut, will inquire, Profesor Harris. 

Mr. Sapiax. Professor Harris, I am very much interested in your 
point, particularly the one you stressed on page 8. Although you did 
not read it here now, I was perusing your formal statement, particu- 
larly at page 8, where you expressed the point about the farm price 
support program, and the benefits to the farming areas, which have 
a net adverse effect on New England price-support programs— 
increasing living costs and production costs in New England. This in turn 
weakens the competitive position of New England producers in meeting compe- 
tition in imports. Of course, I have no quarrel with Government aid to farmers. 
By the same token I see no reason why New England should not be aided if 
New England needs tariffs for this purpose. 

I believe that is the gist of your contention on page 8, is it not? 

Mr. Harris. Mr. Congressman, I want to say this: That I am not 
myself asking for more protection for New England. I am still a 
free trader. I am only arguing that there are a lot of vested interests, 
including employers and employees, who have been filled up on the 
present tariff position. Let us not forget that we have cut our tariffs 
by three-quarters since 1934. So we have had a considerable tariff 
cutting, and are virtually on a free-trade basis. 

I say that, in view of the trouble that this industry is having, it 
would not be fair to give it another shove. I am not arguing against 
the farm policy. I think the farm policy can be justified in many 
ways. I think it must be made clear that, even if it is justified as a 
necessary national policy, it has done New England some harm. 
There is no doubt about that. 

Three percent of your unemployment is in agriculture and for the 
whole country it is 10 percent. We import a lot of our food and raw 
material and have to pay a high price for these things, as a result. 

Mr. SapiaKx. May I interpret your statement to mean that, although 
you are a free trader, you are here pleading for safeguards for the 
New England textile industry ? 

Mr. Harris. As a matter of fact, I wish I had my Adam Smith 
here, because Adam Smith has a long passage, and he, of course, 
was the first man who sold the world free trade. He has a passage in 
which he says, in effect, “I don’t believe for a minute that it is sensible 
to remove tariffs when you have once established them, except very 
slowly.” That is what I saying. If Adam Smith is a free trader, 
then I am a free trader. 

Mr. Saptax. Professor Harris, it seems to me that you and I 
have a somewhat similar mission. You are here representing the New 
England Governors, and also the New England textile industry, as 
you stated at the outset. I am very fortunate to be the first Con- 
necticut Member of Congress to be on this committee since 1928, 
and am endeavoring to be devoted to my primary task here of looking 
after the people who sent me here. 
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Now, I am trying to work with you and the people whom you are 
representing, and to discharge my complete responsibilities, but I say 
that you are not making it easy for me. In fact, you are making it 
more difficult. 

Mr. Harris. Mr. Congressman, if you want me to say that I am all 
for increased quotas on textiles, and all that sort of thing, I am sorry. 
I just cannot say it. My argument is primarily that here is an indus- 
try that is having an awfully hard time, and a region that is having 
a hard time. This is obscured to some extent by the fact of the tre- 
mendous military expenditures. I hate to think of what the New Eng- 
land situation would be if we had not spent $35 billion for war. Once 
our military expenditures decline, you are going to see some ver 
serious problems, such as you have in Great Britain, in New England. 

Under those circumstances, it may be necessary to do more to 
help take care of New England. 

Tide not arguing that we ought to keep our weak industry forever. 
All I am arguing is that here is an industry going downhill very 
fast. We should not allow it to go down as fast as that or faster. 

This is my major point: I do not want to say the word “criminal,” 
because that is the wrong word, but I think it would be most irrespon- 
sible for anybody, either Congress or the Tariff Commission—and I 
told this to the Tariff Commission and also the Reciprocity Commit- 
tee—for them to do anything that would give the textiles another 
shove. This would be also to another sneha, like coal, that is 
having similar problems. 

Mr. Saptax. Let me conclude this by stating the dilemma or 
predicament in which I find myself : 

When the proponents were before this committee there was a 
national officer of the CIO who came here urging that this bill be 
adopted. Just prior to that testimony I had a statement from Mr. 
John Czupka, the secretary-treasurer of the Textile Workers Union 
of America, a CIO affiliate, sending me a copy of the statement 
presented before the Tariff Commission, and also before the Com- 
mittee on Reciprocity Information, urging that every safeguard be 
given to the textile industry. Of course, they are against H. R. 1. 
What do I do? 

Mr. Harris. Of course, Connecticut is not part of New England, 
as you probably know. Connecticut has done awfully well. I have 
told this to Governor Lodge. The point is that Connecticut, you 
see, is tied up with the Middle-Atlantic States, and has done awfully 
well. It has war and durable goods’ industries although, if you have 
a depression, you are going to suffer more than Massachusetts. 

As far as textiles go, I do not think Connecticut is very large on 
textiles. 

Mr. Sapiax. There was a time when the Connecticut textile indus- 
try was much larger. 

Mr. Harris, That is right. 

Mr. Sapiax. In fact, my home town, Rockville, Conn., was the 
home of the Hockanum Mills, outstanding in the manufacture of 
textile woolen goods, but they have gone out of existence. 

Mr. Mitts. Mr. Simpson of Pennsylvania, will inquire, Professor 
Harris. 

Mr. Srwpson. Professor Harris, there are those who have told us 
that, if we cut our tariffs carelessly now, it is true that we will have 
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unemployment; but they suggest that we must recognize that and 
train our people and move them elsewhere, take care of the com- 
munities and accept the loss of the one business, building up some- 
where else. 

I think, if I am correctly advised, that you had a study made, or 
there was a study made by Mr. W. H. Miermyk, with which you are 
familiar. Would you enlarge upon that? Would you care to, sir? 

Mr. Harris. Well, Mr. Miermyk was a student of mine at one point. 
I do not mean to say that inspired this book, but I say that his general 
position is the same as mine. I would put it this way : Economists, in 
general, have tended to take the position that progress must go on, 
that this is a dynamic society, that automobiles take the place of the 
carriage industry and you must not interfere by tariffs or anything 
else. 

This seems to me to be a wrong position. One has to compare the 
gains that are made technologicaliy. Those are important, and in 
general we want them. One has to put against them the problems 
of adjustment that are involved, in the human course of moving from 
one town to another, breaking up your families, and all that sort of 
thing. 

From that viewpoint, I think there is a lot to be said against ir- 
responsible tariff cuts. This is what the Miermyk study shows. It 
shows that what Miermyk did was that he went through six plants, 
closed plants. He got lists of all the workers that had been in these 
closed plants. There was one in each of the States. He discovered 
sheet questionnaires and interviews, what had happened to each 
of these individuals. He found that 15 percent deserted the labor 
market and that half were still unemployed. In other words, con- 
siderably more than one-half had not been taken care of within a 
period of more than a year after the mills had closed, and those who 
did find jobs, in the vast ge saga of cases, said they were being paid 
less, had less satisfactory jobs, and did not like their work nearly as 
much. There was a great deal of unhappiness. This is the situa- 
tion which we have had in New England for at least 30 or 40 years. 
This Miermyk is the best study of its kind that has been done. 

Mr. Stmpson. That is reportedly available? 

Mr. Harris. I am sure that Mr. Sullivan will be glad to send a copy 
of this study to each member of the committee. 

Mr. Stmpson. Is it lengthy ? 

Mr. Sutxivan. Here is one copy. I will be glad to send additional 


praee 
Mr. Harris. There is a summary available, which I think was put 
into the record. 

Mr. Simpson. We are told in connection with the current negotia- 
tions with Japan, that, in effect, the real purpose is to accommodate 
Great Britain in the sense that we will ‘aa concessions with respect 
to the European products, provided and conditioned upon those coun- 
tries making concessions to the Japanese to permit the Japanese going 
into certain countries which the European nations control. Does that 
make sense to you ? 

Mr. Harris. Well, Mr. Congressman, I don’t want to be too un- 
sympathetic with the British. I consider myself a sort of Anglophile. 
I think they have had serious problems in their balancing of payments. 

Mr. Stmpson, I grant that. 
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Mr. Harrts. I will simply say that up to 2 years ago I could be 

uite sympathetic with the British not making concessions to the 
Ja anese, but they have improved their position in the last 2 years, 
and I think they ought to make some concessions on their own to the 
Japanese. I think they are in a position to do it now. That is, ad- 
mitting that their textile industry is in a bad way, too. 

Mr. Srmpson. I consider that a proper answer. I cannot quote Mr. 
Butler. You know the quotation, but, in effect, it was “We will do 
nothing until we see what concessions Uncle Sam will make to us.” 
Are you familiar with that quotation ? 

Mr. Harris. No. 

Mr. Stmpson. It was made a few months ago and the gist was “we 
will not deal with the Japanese until Uncle Sam makes a concession 
to us.’ 

Mr. Harris. I want to say, Congressman Simpson, that of course 
the British, for example, have the best economists in the world, but 
some way or other they have gotten across—and I think American 
economists have been partly responsible—that all these problems of 
trade restrictions are our doing. I think that fact is absolutely wrong. 

Mr. Stmpson. So do I. 1 do not agree that they have the best 
economists in the world, sir. 

I am going to say that you are admittedly free trade. I noted down 
what you really are. You are a theoretical free trader, eventually 
tempered by the practical, and I am with you on that. 

r. Mitts. Are there any further questions ? 

Professor Harris, L have finally recollected now where you made 
your statement in behalf of the importation of Swiss watch works. 
It was not at the Tariff Commission. It was in Washington, was 
it not? 

Mr. Harris. That is right. It was before a group that somebody 
called together. I agreed to talk on the watch problem if they would 
let me give a talk on the general principles of free trade, and use the 
watch industry as an example. 

Mr. Mus. That is what confused me. I had remembered that, and 
the books that I had read, which were written by you, and I began to 
try to reconcile those statements and books with what I was hearing 
from you today. ' 

Am I correct that in summing up your position, it is this: Like all 
other economists that we have known, you are a believer theoretically 
in free trade, and, as a practical matter, you hope to see the accomplish- 
ment of the day when all tariffs can be eliminated, as well as all trade 
restrictions ? 

Mr. Harris. Yes, Mr. Chairman. That would be my general posi- 
tion, but I want to say, you know—don’t hold it against me. I think I 
probably may have changed my position a little since 1946. I think 
that that is something in my favor rather than against it. I do not 
believe in trying to be consistent in my position over the years. 

Now, how did the free-trade position arise? One of the things that 
struck me for many years is that the old theory was that when I was an 
undergraduate I was taught that the reason we want free trade is 
that trade among nations brings us peace. We all know that this is not 
true. We have had trade, but look at what has happened to the world. 

Mr. Mitts. It does not bring wars, does it? 
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Mr. Harris. It may not bring wars, but it certainly does not bring 
peace. It does not seem to be as important from the point of view of 
peace as we had assumed. 

Mr. Mitis. Do nations that trade constructively and beneficially 
together war with each other, generally ¢ 

Mr. Harris. Well, we have had a good deal of trade with both the 
Germans and the Japanese, and we have gone to war with them. We 
have also had trade with the British and have not gone to war, and we 
have gone to war with the British. 

Despite the importance put upon trade, we have not had a very 
peaceful world. The advantages of trade are not as great as they 
used to be. That is because the difference in the cost of doing a job in 
one country as compared to another tend to be narrowed as more and 
more countries learn how to do a particular job. So that the gains of 
trade are not nearly as much as they used to be. 

Mr. Miius. Are you acquainted with a poll that was conducted by 
the New England Council on this subject ? 

Mr. Harris. I have seen the results of it; yes. 

Mr. Mitts. Would you state for the record what the results of that. 
poll were ? 

Mr. Harris. You correct me, Mr. Congressman. You probably re- 
member it better than I do. 

As I recall, they were in general favor of free trade. 

Mr. Muts. Is it not a fact that 63.5 percent of those who were con- 
tacted favored lowered tariffs, and only 36.5 percent did not? 

Mr. Harrts. If you say so, I will agree to it. 

Mr. Muxzs. I understand that those are the figures collected in New 
England among businessmen. 

Mr. Harris. You remember that in my opening statement I said I 
believed that most New Englanders are not protectionists. 

Mr. Mrs. They are not protectionists? 

Mr. Harris. They are not protectionists. 

Mr. Mus. That will be of interest to some of the members who 
come from there. 

Mr. Harris. It depends on how you define “protectionists.” 

(The following information regarding the matter above referred 
to was later received for the record :) 


New ENGLAND COUNCIL, 
Boston, Mass., February 4, 1955. 
Hon. WiLsur D. MILs, 
Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


Drak CONGRESSMAN, MILLS: Professor Seymour Harris, speaking for the New 
England governors before the Committee on Ways and Means this week, in- 
forms me that you inquired about the position of the New England Council and 
its survey of several years ago on the matter of the Trade Agreements Act. 

I enclose a copy of our letter of January 10, 1955, to President Eisenhower, 
requesting that no concessions be made on the duties on textile fabrics in the 
forthcoming negotiations with Japan. 

We would greatly appreciate having this letter placed in the record. 

Very truly yours, 
WALTER RALEIGH, 
Erecutive Vice President. 
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New ENGLAND COUNCIL, 
January 10, 1955. 
The PRESIDENT, 
The White House, Washington, D. C. 


DeEaAR Mr. Prestpent: The threat of a lowering of the tariff schedule on tex- 
tile products at the forthcoming negotiations with the Japanese at Geneva is a 
matter of primary concern to the New England Council. The council represents 
manufacturing, utility, and commercial interests as well as labor throughout our 
six-State area. 

Textiles are our largest manufacturing industry, employing over 170,000 per- 
sons and with an annual payroll in excess of $750 million. The proposals to 
encourage the Japanese by tariff concessions or otherwise to bring textiles 
into this country and displace our own workers and producers is therefore very 
disturbing to us. It is clear that the Japanese textile industry, with wages of 
about 12 cents an hour, and a relatively high degree of productivity, can produce 
cloth at cost vastly below those of our New England mills, which pay average 
wages of $1.41. 

It is our understanding that American costs for producing fine combed goods, 
such as those made in New England, vary from 48 to 70 percent higher thas 
Japanese costs for the same goods. 

New England has struggled for many years with a chronic unemployment 
problem, caused in large measure by the migration of the textile industry out of 
this area. Communities, States, and the New England Council have devoted a 
great deal of time and energy to alleviating the impact of this transition, and 
are fully aware of the hardship caused by unemployment and displacement. 
We are still struggling with this problem and although we feel that much progress 
has been made, the speeding up of such a difficult transition by the reduction of 
tariffs and the importation of foreign goods might well prove too great a burden 
to sustain. 

As far back as 1951, a distinguished group of economists comprising the Com- 
mittee on the New England Economy of the Council of Economie Advisors in 
considering this tariff problem said, ‘‘We may repeat that any concessions in 
textiles * * * should be most carefully studied.” The report to the President 
then stated that New England “can hope that the decline of employment in 
older industries will go on at a pace that makes adjustments possible with a 
minimum of hardship. In other words, if national policy dictates $1 billion 
additional imports, the correct policy should be reduction of tariff barriers for 
growing industries and in directions which affect faster growing areas more 
than others” (p. 148). 

And less than 2 months ago, Charles P. Taft, president of the Committee for 
a National Trade Policy, said in addressing the New England Council’s annual 
meeting : 

“In the case of the New England textile industry, which is so highly concen- 
trated in specific communities and localities, obviously the problem of adjusting 
to unfavorable changes from whatever source, must be gone into on a long-term 
basis, from every angle, including the matter of tariffs. This is not an area 
for snap judgments and conclusions—people’s jobs and homes are at stake. As 
I pointed out above, the committee believes in a gradual adjustment to change, 
after full consideration of all the facts.” 

For these reasons, a reduction of tariffs on textile products now would greatly 
increase the problems of the industry in our area, and we respectfully urge that 
textiles be withdrawn from the bargaining list with Japan. 

Very truly yours, 
WaALtTerR RALEIGH, 
Erecutive Vice President. 


Mr. Miuus. Professor Seymour, I believe you would go even fur- 
ther and Sere that it is all right, over a course of time, and in moder- 
ation, to eliminate trade barriers, restrictions, and other obstacles so 
as to have a freer flow of international trade? Pardon me. I did 
not want to be familiar in using your first name. I meant to say 
Professor Harris. 

Mr. Harris. Well, Mr. Chairman, may I say a word about Sey- 
mour, because I was once quoted by Pravda, and Pravda said that they 
were disgusted with economists who said that capitalism could be im- 
proved or strengthened. They said, “We have in mind three profes- 
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sors at Harvard, Hanson, Harris, and Seymour.” You have made 
the same mistake that Pravda made. 

Mr. Mutts. Not for the same reason. Mine was a slip of the tongue. 

Mr. Harris. Yes, I would, in a general way, like to see tariff barriers 
cut, but I think it has to be done in a very careful way. 

I, for example, start off with the general idea that the peril point 
and the escape clause, when not necessary, are unwise. I do not hold 
that position any more. I do not think you can put in the hands of the 
$7,000-a-year Government servant the righ to destroy an industry. 
This is the way a democracy has to work. You have to have some 
checks. I would say that my position would be that if you find you 
have to cut tariffs, for example, why don’t you cut the tariff on auto- 
mobiles? I am not trying to pick one industry, but that is an industry 
that is growing, that could absorb an increased number of cars without 
any great trouble. 

Mr. Mus. You will be interested to know that Secretary Wilson 
observed before this committee, when he appeared here, that, in his 
opinion, the automobile industry did not need a tariff. He said that 
he was not speaking for the industry, but that was his own personal 
opinion, as a former member of the industry. 

Mr. Harris. I don’t know, Mr. Congressman. 

Mr. Mis. As I understand, Mr. Henry Ford advocates the elim- 
ination of the tariff. That might be a fertile ground for these nego- 
tiators. In your opinion it would be all right to do that ? 

Mr. Harris. I would have no objection to that. 

me Mitxs. It would not hurt the economy of the country to do 
that‘ 

Mr. Harris. I would think, in a really growing industry in pros- 
perous times, that they could absorb it. If you are going to cut tariffs, 
that is where you should concentrate. 

Mr. Mixis. Would we not have to pass H. R. 1, to have these cuts 
that you are advocating take place? 

Mr. Harris. I have no serious objection, if you allocate it in a proper 
way. I think there is some danger in some of these other provisions, 
which might be used in such a way as to give very large cuts in tar- 
iffs. Now, this is a point that can be used against protectionists like 
Harris. You said quite rightly that at the present time our import 
trade in textiles does not amount to very much and our export trade 
is very large, and why are you people complaining? This is what 
you are implying, if I may quote you in that way. 

My answer would be that if you look at the Japanese economy, and 
also to some extent some of the other economies, they have had to take 
an awful beating in textiles, because of the war. They are going to 
come along in the years to come. There is already evidence of it. 
They may do a considerable job on the American economy if you 
make very strong concessions in tariffs. This would be dangerous. 
If I may answer a question that you put to another gentleman, having 
had the advantage of thinking about it when I was in a less embar- 
rassing situation, you said, “If you want your exports in textiles, why 
don’t you also take some imports in textiles?” 

Well, of course, one could argue—and I think one of the Congress- 
men said—that you can also provide the dollars necessary by export- 
ing capital, which we do, to some extent, and this has been going on 
for a good many years. 
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So it is not necessary to import. You can always export capital. 

It does not follow that because we import textiles in small quanti- 
ties and export them in large quantities, that therefore, if we cut our 
imports of textiles, we will lose our exports of textiles, because there 
is no need of balancing exports and imports of every item. The point 
is that we might conceivably export textiles and import something 
else. 

My only point would be that, as a matter of fact, we would likely 
lose our exports in textiles quickly. We are at a high level compared 
to prewar, and there is no doubt in my mind that that is going to 
disappear quickly. 

Mr. Muts. Professor Harris, it would be an ideal situation, would 
it not, if we could have our cake and eat it too? 

Mr. Harris. I am not sure what you mean by that. I guess I do 
know what you mean. You mean it would be fine if we could export 
and did not have to import? 

This is the worst thing we could do because in that case we are giving 
oods away. We don’t want to do that. This is a mistake. In the 
ong run we want to balance the exports and imports, but they do not 

have to be balanced in the short run. They can go for 15 or 20 years 
and not be balanced. 

Mr. Mus. That is the whole point. That is what I want to get to, 
because I have respect for your standing and your knowledge on this 
subject. 

There has been a change in our entire situation with respect to the 
necessity for balancing trade, has there not, since World War I? 

Mr. Harris. In what sense do you mean that ? 

Mr. Mitts. Well, prior to World War I, we were a great debtor 
nation, were we not? We owed the countries of Europe? 

Mr. Harris. That is right. 

Mr. Mruus. It was profitable. It was a satisfactory arrangement 
for us to export more than we imported in those days; was it not? 

Mr. Harris. That is right. 

Mr. Mitis. Now there has been achange. We are the great creditor 
nation; is that right? 

Mr. Harris. That is right, but I could answer that point in the 
following way. When you try to solve this problem by increasing 
your imports too rapidly, you put a great burden on vulnerable indus- 
tries. If you solve the problem by foreign investment, ultimately you 
will have to increase your imports. 

The point is that in one case you make the adjustment over a long 
period of time, whereas, if you cut your tariffs vigorously, you make 
the adjustment in a short period of time. That is why I would be 
much more for incentives for foreign investments, and so forth, and 
solve the problem that way, temporarily, and in the next 25 or 30 years, 
begin to import more. 

r. Mitts. We are in agreement that, as a result of our change in 
ition monetarily with the rest of the world, there has to be a change 
in our international trade relations. 

Mr. Harris. I agree with you 100 percent. 

a Mus. You think that it should occur over a long period of 
time $ 

Mr. Harris. Yes, sir. 
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Mr. Mri1s. We have been in this position monetarily since World 
War I. Since, say, 1919. That has been almost 36 years. That is 
not a long enough period for us to attain a balanced adjustment, in 
your opinion ? 

Mr. Harris. We might well have attained it if it had not been for 
the two wars. The two wars changed the situation, and most of our 
capital has gone out in the assistance program as a result of these two 
wars. ’ 

If we continued private investment over this long period I am sure 
we would have begun to have had an excess of imports. 

Mr. Mitis. How were we accomplishing that program that was 
interrupted by these two wars, that would have been accomplished 
except for them ? 

Mr. Harris. I think the United States Government has done a 
wonderful job in cutting tariffs. They have certainly shown the 
world how to do this. There has been nothing like it done before, so 
far as I know, so that we have done everything possible. We have 
increased our share of world imports by 60 percent. We have in- 
creased our imports in real terms, correcting for price change, by two- 
thirds. We have done everything possible to correct this situation. 
Unfortunately the whole sdlitienl age military situation has deteri- 
orated, so that we have had to continue to pour out dollars to the rest 
of the world. 

Mr. Mixxs. Do you think, on the basis of our existing tariff rates, 
that we may attain this balance? 

Mr. Harris. That is, the balance of increase of imports? 

Mr. Muius. Yes. 

Mr. Harris. I think the one way that we will attain it is by main- 
taining a prosperous world. 

If you look at the situation today and compare it with 1947, there 
has been a tremendous improvement. 

Mr. Minis. However, Professor, how can we maintain this prosper- 
ous world? That is what is of great concern and the $64 question to 
the members of this committee. 

Mr. Harris. I would be very glad to testify about this. I have 
testified before the joint committee many times about this, in fact last 
week, so I have considered the general problem of the prosperity of 
the country, and I can give you all kinds of ways to maintain the 
prosperity of the country. We have done a pretty good job in recent 

ears, 
Mr. Mitts. We cannot maintain prosperity here without selling our 
oods. 
. Mr. Harris. We are selling our goods. I have tried to suggest to 
you that we have this tremendous export trade, larger than our import 
trade. This has certainly stimulated our economy, and I agree that 
ultimately we will have to import more relative to our exports. 

Mr. Mitts. How long a period of time must we expect to lapse 
before we can get to that day when we get this balance or when we 
should be in this balance ? 

Mr. Harris. You know how hard it is to forecast. I say as a theo- 
retical principle, the adjustment would be made in a longer period. 
You can depend on investment programs for some aid to Asia so Asia 
would, in turn, buy from Europe—do not think Europe needs any 
more aid—and in that particular way I think we could balance the 
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economy. I think the really crucial thing—and that is what has been 
happening—is for the rest of the world to capture our markets abroad, 
and they are doing that to some extent. 

Mr. Mitts. I assume the President had in mind the desirability of 
maintaining this balance when he proposed to Congress that we gradu- 
ally, over a period of 3 years, not to exceed a reduction of 5 percent a 
year, reduce tariffs and other restrictions in return for elimination of 
peneierrese and reductions abroad. Do you think that is too rapid a 

ace 

a Mr. Harris. As far as the 5 percent per year goes, this is a small 
item, whether it is 5 percent or 20 percent. It will happen if it 
happens to be 1 percent. There are other items that suggest, of 
course, the possibility of much larger cuts, so that from that view- 
point the situation is all right. However, on the other hand, what 
we really need in order to solve this dollar problem is that the United 
States would have to either provide aid or increase its imports by a 
great deal. Now, if you increase your imports by a great deal, this 
will raise serious problems in a short run. Therefore, I would be 
much more inclined to depend upon some loss of export markets and 
some assistance, and not in a very vigorous way cut your tariffs. 

Mr. Mus. You think, then, we should just ride in a rudderless 
ship at the present time and not attempt to do anything to preserve 
the gains already in existence and to provide other gains? 

Mr. Harris. Mr. Chairman, I did not recommend an increase in 
tariffs. I am simply arguing that you should not cut tariffs too 
rapidly. We are doing a great deal. I have tried to say we have 
done a great deal by our relative free-trade policy in the last 20 years. 
We have done a great deal by having prosperity here and buying 
more goods abroad. What else can you expect us to do except perhaps 
to make it easier for Americans to invest abroad ¢ 

We are providing $8 million a year for people who want dollars 
to buy goods here. That is an awful lot of money. 

Mr. Mus. Does our balance of trade run at about the same rate 
now as it did before World War II? 

Mr. Harris. You mean is our balance of trade the same? 

Mr. Mitts. Yes, the same percent. Are we importing approxi- 
mately the same percentage in relation to exports today that we 
imported prior to World War IT? 

Mr. Harris. No; and the reason for that is we have had a tre- 
mendous amount of foreign aid and assistance, and as this gradually 
declines the percentage of exports to imports will fall, but we are 
importing an awful lot of stuff compared to prewar, compared to 
the rest of the world. 

Mr. Mrs. You do not think, then, that we should make any effort 
through Government to try to retain the same high level of exports 
through trade that we have had through trade and aid combined? 

Mr. Harris. I would say that the problem this Government has to 
decide is: Do they want a very large export trade? If they want a 
very large export trade they can only have it in 1 of 2 ways. They 
can either increase their imports by a great deal, which means they 
are going to put the burden on certain vulnerable industries, or else 
make it possible by continued foreign and private investment or/and 
public aid. 

Mr. Miuxs. If we do not do one or the other, if we do not maintain 





1706 TRADE AGREEMENTS EXTENSION 


high exports either by trade or aid, can we expect no improvement in 
our general economy here? 

Mr. Harris. No, I do not agree with that. 

Mr. Mrits. You mean we can retain the high level of production 
here in the United States without retaining a high level of exports? 

Mr. Harris. I would say this: that, after all, our exports are what? 
Five or six percent of our gross national product, a little less perhaps. 

Mr. Muius. That represents a sizable employment force. 

Mr. Harris. It is a sizable factor and it is important, but you must 
not forget that the modern economist says that what stimulates 
economy is not volume of exports, but it is relationship of exports 
and imports, because if you import more that necessarily depresses 
the economy because somebody else is getting the job, so you must 
not say we have a high level of exports. What you may say is that 
we have a high level of exports in relation to imports. However, that 
is not the only way to stimulate the economy. 

Mr. Mitts. That is the way the President is proposing we do it. 

Mr. Harris. I have a high regard for the President, but I some- 
times differ with his views on economics. 

Mr. Mus. I am not presenting a 100-percent allegiance myself. 

Are there any further questions? 

Mr. Sadlak will inquire. 

Mr. Sapiak. Further reflecting on the answers that you gave to my 
questions, Professor Harris, I have been led to the conclusion that 
your appearance here today has been in behalf of all of the New Eng- 
Jand States with the exception of the Constitution State, Connecticut. 

Mr. Harris. I was just being facetious on that. As a matter of 
fact, Governor Lodge and I are good friends, and he was the one who 
urged me to do this particular job, and Connecticut problems are very 
serious. I would say that if the country had a bad depression, Con- 
necticut would suffer a great deal in part because she does not have a 
large textile industry, because in a great depression it is the durable 
military type of industry that takes a bad beating. I once said to 
Governor Lodge that I hoped he would do everything possible to 
maintain the textile industry in Connecticut because it was important 
to give the State some degree of stability. 

I was also saying that Connecticut, either through good management 
or good fortune, had a much easier time of it than any other New 
England State. 

Mr. Sapxak. I will let it go at that. 

Mr. Mus. Thank you very much, Professor Harris, for your 
appearance and the information you gave the committee. 

The next witness is Mr. Edwin Wilkinson. 

Please come forward, Mr. Wilkinson, and give your name, your 
address, and the capacity in which you appear, for the record, 
please, sir. 


STATEMENT OF EDWIN WILKINSON, EXECUTIVE VICE PRESIDENT, 
NATIONAL ASSOCIATION OF WOOL MANUFACTURERS, NEW YORK, 
N. Y. 


Mr. Witxrnson. My name is Edwin Wilkinson. I am executive 
vice president of the National Association of Wool Manufacturers, 
386 Fourth Avenue, New York. 
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Mr. Mrir1s. You may be seated, and you are recognized. 

Mr. Wrixtnson. Thank you very much, Mr. Chairman. 

In passing, may I say I enjoyed the conversion of Professor Harris. 
It seems that a lot of the proponents here have converted when they 
found that their own interests were affected, and I think that may 
heey be the case. 

Mr. Sadlak, there are six, in addition to the plant at Rockville, that 
have gone out of business in Connecticut since January 1949, rather 
a sad story. 

Mr. Sapiak. However, not attributable to the tariff? 

Mr. Witxrnson. Not wholly so. 

No patent-medicine pitch of years gone by could hold a candle to 
the illogical arguments found in the boiler-plate propaganda ad- 
vanced in support of the trade-agreements program since its inception. 
Like the patent medicine of the past, it is asserted that it will cure 
alland harm none. Onademonstrable record of failure, for the trade- 
agreements program has failed in all important objectives, we warn 
against its extension. 

The present argument of highest persuasion to the public is that 
it will contain communism and thus avert the outbreak of world war 
III. If the trade-agreements program is to be no more successful 
in this objective than it was in 1937 when the fostering slogan was, 
“World peace through world trade,” we warn against it. In 1943, 
in the midst of the holocaust of World War II, we were told extension 
of the trade program was “an acid test of our future intentions 
respecting the peace.” Several extensions and many tariff reductions 
later, not to mention many billions of dollars in foreign aid, our 


intentions apparently are still being etched for flaws in the acid cruci- 
ble by our foreign friends. In 1951 the objective was to reduce world- 
wide barriers to international trade. Even’the State Department will 
admit that, after 20 years of administration of this ene by its 


experts, despite substantial reductions in our tariffs, foreign barriers 
to international trade are more numerous and restrictive than before 
the program began. 

That, gentlemen, is a record of failure, viewed from any angle. 
Therefore, we say, discount the current slogan; the “containment of 
communism.” 

In our considered judgment, H. R. 1 is an unwarranted illogical, 
unwise, and unreasonable proposal. It should be rejected. There are 
other, better, constitutional ways and means of achieving the lofty, 
stated objectives of this measure. 

H. R. 1 calls for a new, unwarranted surrender of congressional 
responsibility. 

Under the Constitution of the United States the regulation of 
foreign trade specifically is the responsibility of the Congress. Pro- 

onents of this measure who have appeared before you to date have 

n remarkably silent on one new, unwarranted, and extremely dan- 
gerous feature of this bill. This reticence is not surprising to those 
of us who have closely observed the operation of the trade-treaty 
program. 

We would call to your attention section 3 (a) (1) (A) which, for 
clarity, we call the unconditional surrender clause. 

This unconditional surrender clause, by a simple semantic device, 
would have the Congress divest itself of the last vestiges of authority 





1708 TRADE AGREEMENTS EXTENSION 


and control over foreign-trade policy for a period of 3 years. With 
a change of only one word, substituting “treaties” for “agreements,” 
the authorization to the President follows: 

To enter into foreign-trade treaties with foreign governments or instruments 
thereof containing provisions with respect to international trade, including 
provisions relating to tariffs, to most-favored-nation standards and other stand- 
ards of nondiscriminatory treatment affecting such trade, to quantitative import 
and export restrictions, to customs formalities, and to other matters relating 
to such trade designed to promote the purpose of this section similar to any of 
the foregoing. 

True, there is a proviso tacked on the end. In our judgment, it 
does nothing to limit the absolute delegation of power and complete 
surrender of congressional authority in the field of foreign trade. If, 
when, and as you endorse this blank check you will have abdicated as 
representatives of your constituents as far as the regulation of foreign 
trade is concerned. Any gesture you may subsequently make in the 
interest of your constituents adversely affected by a trade treaty or a 
tariff reduction will be just a gesture—and an empty gesture at that. 
I am sure that some of you during the past years have had occasion 
to protest to the State Department and have been rebuffed on the 
grounds that the Congress has delegated the authority to act in his 
area; that the Department has a mandate to carry out such acts as are 
complained of by direction of the Congress itself. We think the 
Department is right in this position when and if the condition com- 
plained of falls properly within the scope of the delegated authority. 
We also think we are right when we protest the delegation of such 
authority. 

Article I, section 8, of the Constitution says: 


The Congress shall have power to regulate commerce with foreign nations. 


To delegate that power in the manner proposed in H. R. 1, in our 
judgment, would be an unwarranted default of congressional respon- 
sibility. 

HOLLOW ASSURANCES OF CONSIDERATION 


We have not been impressed by the assurances volunteered to you 
that H. R. 1 would be administered with gentle consideration of all 
interests. Rather we have been shocked by their extravagance. 

The honorable Secretary of State appeared before you and said: 

I can assure you that it is the administration’s intention to exercise the powers 

contemplated by the bill in such a manner that the legitimate concerns of United 
States business will be fully taken into account. 
Besides the fact that the words “taken into account” are, of themselves, 
utterly without meaning, I point out that H. R. 1 would transfer this 
constitutional power from the Congress to the President through June 
30, 1958, and that not a man living knows who the President of the 
United States will be during the year 1957 and the first 6 months of 
1958. In short, Mr. Dulles, to the extent he can give you any assur- 
a at best can only speak for one-half of the contemplated life of 
BY: 

The honorable Secretary of Commerce told you the President pro- 
posed, and he endorsed, delegation of the authority encompassed in 
H. R. 1, subject to procedural safeguards including the peril-point 
and escape-clause provisions. We are not aware that the President 
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sought the treaty powers which would be conferred by the uncondi- 
tional surrender clause. We shall not labor the adequacy of either 
the peril-point or escape-clause provisions now, but we do ask, What 
procedural safeguards ¢ 

Later in this statement Mr. Weeks asserted : 

There is, in fact, implicit in the authority, an obligation to negotiate in such 
@ way as to maintain adequate tariffs so as to avoid imperiling American in- 
dustry by opening our doors to excessive imports. 

We submit there is no such implication in the bill. Its stated 
purpose is that of— 
expanding foreign markets for the products of the United States by regulating 
the admission of foreign goods into the United States * * * so that foreign 
markets will be made available to those branches of American production which 
require * * * such outlets by affording corresponding market opportunities for 
foreign products in the United States. 

Emphasis is on expanding foreign markets for certain United States 
industries through the sacrifice of others. 

As for the specific safeguards Mr. Weeks refers to, the record of 
escape clause actions offers no grounds for assurance. There have been 
59 applications, or which 3 were withdrawn; the Tariff Commission 
dismissed 14; found negatively in 22; and in 15 asked the President 
to invoke the escape clause. In only five instances has a President 
invoked the escape clause. 

I think at the time that scoreboard was made up there were pending 
four applications. That is why you will not be able to add those up 
to 59 if you take those figures. 

The peril-point provision in no sense limits the action of the Presi- 
dent behind his own conscience. Bear in mind, the President is 
unknown for half the life of the proposal. 

However, the significant point we would make here, with respect 
to the volunteered assurances of Mr. Dulles and Mr. Weeks and others, 
is that they felt constrained to offer such assurances. They must have 
felt obligated to do so because they recognized the dangers inherent 
in such a broad delegation of authority. If there were no dangers 
inherent in H. R. 1, such assurances would be wholly uncalled for. 


STATE DEPARTMENT HAS NOT PROVED SPECIAL SKILLS 


We do not believe the experts of the State Department are endowed 
with intellect or wisdom superior to that of the Congress or that it 
has proved it has special skills to control foreign-commerce policy. 

Had the State Department experts had their way, I think it will be 
agreed the International Trade Organization would have had United 
States blessing 5 years ago and, in all likelihood, would stand today 
as an accomplished fact. Participation in the ITO would have re- 
moved control of our foreign affairs one step further from the hands 
of Congress and further from the electorate. Control of our foreign 
commerce would have been bestowed upon a supranational conclave 
overseas in which the United States would have had but one vote. It 
was a great day in 1950 when Congress preserved America’s sov- 
ereignty over foreign-trade policy by rejecting the ITO Charter. 
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BACKDOOR TO GATT OR OTHER SUPBANATIONAL BODY 


Mr. Dulles in response to a question here disclosed, according to 
the press,’ that a bill shortly would be introduced to formally author- 
ize continued United States participation in GATT. Gentlemen, this 
is not only a disclosure; it is an admission. 

Mr. Dulles, in effect, has told you that the State Department, since 
1948, without congressional authorization, has been participating in 
GATT and hopes to get approval of this unauthorized conduct at 
some future date. The point I would make is that if the uncondi- 
tional-surrender clause in H. R. 1 becomes law, neither Mr. Dulles 
nor his successor would seem obliged to seek congressional authoriza- 
tion for participation in GATT, the rejected supranational organ- 
ization, ITO, or any other like agency controlling commercial policy 
established by international agreement. This foot-in-the-door or 
Trojan horse technique is deeply disturbing to us. We believe it 
should alert you to the dangers inherent in blank check H. R. No. 1. 

Political considerations outweigh economic considerations: 

Considerable support was generated for the trade agreements pro- 
gram, originally, on the grounds that it would replace so-called con- 
gressional logrolling by a scientific appoach. It soon became clear 
that the scientific approach could more aptly be described as interna- 
tional horse trading; and, further, that we were getting off second 
best, or worse. Political considerations have and i exert abnormal 

ressures on trade agreement negotiations. 

The Wall Street Journal in a recent editorial (January 11, 1955) 
opened with the declaration— 

This newspaper is firmly on the side of freeing trade and opposed to high 
tariiis and other artificial restrictions. 

But it closed with this note pointing up the successful infiltration of 
global politics: 

Only as a subsidiary reason does the [President’s economic] message advo- 
cate more trade to help assure our own economic growth. Yet this, properly 
understood, is the overriding reason.* * * 

But to the extent that this economic motivation is subordinated to political 
goals, however desirable in themselves, international trade will suffer or be 
distorted. 

Such warnings from a “sympatico” is perhaps more impressive 
than any we could issue. But recall the words of our Secretary of 
State: 

I hope, Mr. Chairman, that I have not given the impression that the pending 
bill would primarily serve the economic interests of others * * * But I do not 
hesitate to say that even if it were the case, I would still advocate the bill to 
preserve the unity and vigor of the free world in face of the terrible menace 
which confronts it. 

Prior to making this somewhat amazing declaration, Mr. Dulles, in 
a preceding paragraph, revealed an interesting susceptibility to slo- 
gans. He recalled that in 19438 he had told the then chairman of this 
committee : 

The United States could no longer consider its economic policies to be matters 
of purely domestic concern because the world has become so interdependent 


that each country’s trade and monetary policies had important repercussions 
upon others. 


1 Daily News Record, January 18. 1955. 
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That, of course, is the “One World” concept so fashionable at the 
time but, since World War II and Korea, it stands modified to “One 
World with Two Antagonistic Forces,” one of which, Mr. Dulles says, 
is a “terrible menace.” 

Gentlemen, we have had 20 years of the trade agreements program 
and in that 20-year span we have suffered every ailment the medicine 
was ballyhooded to prevent. It, of itself, has cured none to which we 
have fallen victim and for which it was prescribed as a specific. Now 
is the time to change doctors; to return to Congress whose certificate 
clearly states: “He shall have power to regulate foreign commerce.” 


A HARD LOOK AT THE TRADE AGREEMENTS PROGRAM 


Conceived as a ruse: First, we would call to your attention the 
deception attending the birth of the trade agreements program. The 
Tae “reciprocal” has been linked with this trade program from the 
start. It has had little or nothing to do with it. “Reciprocal” is a 
disarming word and has repeatedly aided the sale of this dissemblin 
scheme. I call your attention to the written testimony of Mr. Cordell 
Hull, widely accepted as the father of the trade-agreements program. 
He ascribed various lofty purposes to it, yet, writing in his Memoirs 
he says: 

It would have been folly to go to Congress and ask that the Hawley-Smoot 
Act be repealed or its rates reduced by Congress. 
According to Mr. Hull the Executive Committee on Commercial Pol- 
icy drafted a bill delegating tariff authority to the President. It was 
“agreed that only this type of executive agreement could succeed.” 

The proposal was represented to the public as a measure (1) to 
restore theAmerican standard of living; (2) to overcome domestic 
unemployment and the economic depression; (3) to increase the pur- 
chasing power of the American public; and (4) to establish and 
maintain a better relationship between American agriculture, indus- 
try, mining, and commerce—and later, as an “instrument of peace.” 
But here we see its real purpose, by the simple tactic of bypass, was 
to empower the Executive to do what Congress itself would not do. 

Failure as an emergency panacea: Mr. Hull asserted the trade 
program was— 


not an extraordinary plan to deal with ordinary or normal conditions, nor an 
ordinary plan to deal with extraordinary conditions 


but rather it was 


an emergency measure to deal with a dangerous and threatening emergency 
condition. 

Twenty emergency years later, our former enemies are allies, some 
of our erstwhile allies seem enemies, the President reports “insecure 
peace” and seeks emergency battle authorization and our present 
Secretary of State tells us H. R. 1 is— 


needed to preserve the unity and vigor of the free world in the face of the 
terrible menace that confronts us. 


NO DETERRENT TO WAR—HOT, COLD, OR ECONOMIC 


If our experience of 20 years under the Trade Agreements Act has 
proved anything it has proved ey imaginary ; that tariff nego- 
e 


tiations are carried out with something less than good faith and that 
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economic warfare is unbrooked. Foreign powers have been known 
to agree to reduce certain tariffs and then nullify the concession by 
imposing quotas, licensing requirements, exchange restrictions or, 
worse, effecting currency devaluation. We ourselves have reduced 
duties and then imposed restrictive quotas on the identical item. 

As Walter Lippmann observed in his column of January 13 of this 
year in the New York Herald Tribune: 

* * * The main trouble today is not the level of tariff rates. In the United 
States they are by and large not exorbitantly high any longer. 

Indeed, it is our observation that many rates relating to wool tex- 
tiles are perilously low. But to continue with Mr. Lippmann, on the 
central point we would make here: 

The real problem is economic warfare. All the governments have armed 
themselves with legal powers which they use to interfere with the international 
markets for goods. They use them offensively and they use them defensively to 
cut down, to cutoff, to divert, to penalize, to subsidize buying and selling so that 
the pattern of transactions is different from what it would be under the free 
operation of supply and demand. 

Behavior such as outlined does not stimulate international good will 
or create an environment conducive to trade expansion. It is illogical 
to expect it to. So, despite the appealing popular appellation, the 
reciprocal trade agreements program is a puny instrument widely 
misused in international economic warfare in which political con- 
siderations transcend economic considerations. 

The word “reciprocal” appears but once in the text of H.R.1. That 
is on page 10 in a provision relating to the type of reports the Presi- 
dent shall submit annually to Congress. 

In bargaining negotiations each side endeavors to concede as little 
as necessary and to gain as much as is possible. When these bargain- 
ing sessions are multilateral, the complexity of the myriad problems 
is such as to heighten cautious approach. We are told our bargainers 
are good bargainers. Perhaps they are. Perhaps their failure to 
date to achieve reduction of foreign-trade barriers is due to limitations 
placed upon them. In any case, we are told they have for the second 
time “used up” their bargaining power. We would say they squan- 
dered it and should not have it replenished. 

As Walter Lippmann put it, in his column of January 13: 

There is no inherent reason why the level of tariff rates should be determined 
by reciprocal bargains. 

If Congress is of the opinion that rates are too high or too low it 
can alter them either by direct action or by direction to the Tariff 
Commission, in which latter case the Congress could reserve unto 
itself the last word. 

The fact that Congress should reassume its constitutional responsi- 
bility over our foreign-trade policies should not be ground for charges 
of breach of faith, either by foreign interests or our own nationals. 
Congress can be as reciprocal or as liberal in the national interest 
as any Government agency. Because Congress is more sensitive to 
the public temper its policies are more apt to reflect the true will of 
the people and, in so doing, achieve more stability than this trade 
program has produced. 

Does not assure stability: As concerns stability of policy it is 
unrealistic to contend that the trade agreements program is the sole, 
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or even preferred, method of obtaining it. The 20-year record with 
its numerous extension debates, escape-clause actions, overhanging 
peril-point provision, and numerous bargaining sessions has added 
up to almost constant turmoil beclouding the intent and direction 
of our policies. 

Further, foreign interests have no exclusive interest in the stability 
of our foreign commercial relations. United States producer, mer- 
cantile, transportation, and banking interests have equal or greater 
concern. They are just as vulnerable to sudden, quixotic, unfavorable 
changes as is any foreign firm or nation. 

Their interest in the constancy of our policy is deeper and more 
intimate. They must bear the brunt of unwise policies. 

Unnecessary: The Honorable Sinclair Weeks, despite his declara- 
tion that he would be the last to suggest that the present level of our 
tariffs is an important deterrent to imports,” advocated enactment of 
H. R. 1. 

If Mr. Weeks is correct and the present level of our tariffs is not 
an important deterrent to imports, enactment of H. R. 1 is uncalled 
for. This is so because H. R. 1, as did such measures preceding it, 
establishes the condition precedent to an Executive alteration of a 
duty that the President— 


find as a fact that any existing duties or other import restrictions * * * are 
unduly burdening and restricting the foreign trade of the United States * * *. 

Inadequate to contain communism: Mr. Weeks said H. R. 1 would 
“demonstrate our willingness gradually to accept further modest 
declines in our tariff rates” and to accept “gradually increasing 
imports.” 

Is this the kind of action which is to (1) expand our export market, 
or, (a) contain communism? Of course it isn’t. We do not believe, 
and it has not been demonstrated, that the trade agreements program 
can do either of these things. 

Biased in favor of exports: We should extend the trade agreements 
program, Mr. Weeks says— 
for the same reason it was started in the first place—-as an important export 
promotion measure. 

Has not the Secretary of Commerce put in proper focus the real 
purpose of this legislation by his concise assertion of original purpose, 
“an important export promotion measure” ? 

Gentlemen, we submit, as we have contended from the beginning, 
that the trade agreements program was the brainchild of fundamental 
freetraders designed to promote exports; that the lofty, altruistic 
virtues from time to time ascribed to it were camouflage, persiflage, or 
worse ; that you cannot stimulate imports of goods and services we have 
in sufficiency or abundance, to promote exports, without undesirable 
effects upon industries producing such goods or rendering such serv- 
ices; our imports should complement not compete with our domestic 
trade. 

A program primarily designed to stimulate and facilitate United 
States exports is a program to capture a greater share of the world 
market at the expense of foreign competitors in such outside markets 
they may enjoy. The promise of a greater share of the American 
market, as a sop for the loss of other markets, falls with different im- 
pact on various countries and is of no attraction to any country with- 

57600—55—pt. 2-23 
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out products or services in demand in the United States. Conversely, 
foreign purchasers will buy from us only such goods and services as 
they may want when our prices for such goods or services are favorable. 
Disregarding philanthrophy, they will take from us only that volume 
which is within their spending power. 

Injury unavoidable: We contend that there was really nothing 
unique or unusual in the position of the Secretary of Agriculture when 
he appeared before you. If this position appeared paradoxical it 

was due to the illogical premise of the program. It is true his testi- 
mony was construed as endorsement of the trade- -treaty program. But 
was it? 

We cannot and do not challenge his statements that— 

The economic advantage of foreign trade is very clear when we buy abroad 
things which we do not produce in the United States. 

W e do not disagree when he says, “Trade is a two-way proposi- 
tion”—we would prefer: “multiway proposition”—or even with his 
assertion that, “to increase our exports we must increase our imports.” 
With respect to the last observation we would point out that under 
current currency restrictions the coin has two sides or that, stated 
either way, this cliché has equal validity. But, and what is more 
illuminating, we understand his reservation: 

So long as the United States has a domestic farm price-support program which 
maintains domestic prices above the world level, it is essential that authority 
be retained to restrict imports into the United States under the domestic price- 
support program. 

And there we have it. It is a good program if it works no injury 
on the interests Mr. Benson represents. Why should he not feel that 
way! At the program’s beginning all industries were assured they 
would not be injured. Because this was, and is, completely illogical 
the pr oponents were forced to retreat from this position and it was 
modified to “no domestic industry would suffer serious injury. Se- 
rious according to whose judgment? Fortunately, we do not have to 
explore that question. Now, even this position has been abandoned. 

It is now recognized the injury to domestic industries is inevitable 
if the program is carried through. “So be it!” say some logical but 
ruthless proponents. They say, “Let the injury descend upon some 
domestic industries for our benefit. Let the Government relocate 
and retrain the displaced workers!” Gentlemen, displaced persons, 
work brigades, forced labor, and such are “old hat” in Europe and 
Asia, Isubmit they do not fit within the American concept of human 
dignity and individual rights. Must we import alien ideas as well 
as more products of low-paid foreign labor ? 

The sooner Congress reassumes its constitutional power to control 
our foreign trade ‘policy the sooner we will put an end to such irre- 
sponsible talk so repugnant to our philosophy of human relationship. 
The time is now! 

Continued delegation of authority over foreign trade policy is 
unwise and unreasonable. 

In addition to the overriding humanistic consideration cited above 
there are other reasons why it would be unwise and unreasonable to 
continue the present delegation of congressional authority over the 
foreign trade policies of the United States as proposed in H. R. 1. 

Lack of criterion for selective trade stimulation : HL. R. 1 suffers from 
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the same deficiency as did the majority report of the President’s Com- 
mission on Foreign Economic Policy, the Randall Commission. It is 
utterly devoid of criteria to indicate in what areas or under what cir- 
cumstances duties are to be reduced. The power therein conferred 
can be used indiscriminately against tariff-potected industries whether 
or not they comprise important elements of the defense mobilization 
base. 

Had the Randall Commission succeeded in delineating such criteria 
it could have made the greatest single contribution to the developinent 
of a rational foreign trade policy in 20 years. Its failure to do so is 
lamentable. The absence of criteria in H. R. 1 imposes upon us the 
assumption that any duty-protected industry or agricultural product 
may be fair game for our State Department traders; that political 
rather than economic considerations will be controlling, as in the past. 

Power bestowed subject to abuse: It is true there is a stated pre- 
requisite to change in past law and current proposal. It stipulates 
the President must find as a fact that a duty or other restriction is 
unduly burdening and restricting our foreign trade. All we can say 
about this stipulation, after 20 long years of experience, is that it is 
stated. To our knowledge no such finding, beyond a mere assertion, 
has ever been published. Further, there have been instances where 
action under a trade agreement has been resorted to in the face of 
complete unlikelihood of any justification for such finding. 

For example, in 1937 wool blanket imports were at a then all time 
high. The industry sought a study under section 336 of the Tariff 
Act to determine the relative cost of manufacture here and abroad, 
thus to assess the adequacy of the existing duty. No action was 
undertaken. Shortly thereafter the trade agreement with the United 
Kingdom was published and we found that the ad valorem duty on 
blankets valued at not over $1 per pound had been bound against 
change for the life of the agreement. Further, the ad valorem duty 
on blankets valued from $1 to $1.50 had been reduced from 371, 
percent to 36 percent, a 1144 percentage point change. Obviously, 
there was no probability of such action “restoring the American 
standard of living” or “overcoming domestic unemployment” et cetera, 
et cetera. It was a freezing action, designed to forestall the desired 
study under section 336 and to preclude any upward adjustment of 
the rate which might be indicated by such study. By making blan- 
kets subject to this trade agreement the State Department nullified 
remedies which otherwise would have been available. 

This delegated authority has been abused in still other instances, 
imposing an unreasonable burden on this industry and subjecting it 
to procedures we hold to be beyond the American concept of demo- 
cratic government. A special clause, the Geneva reservation, ap- 
peared in the 1948 result of multilateral tariff negotiations. Briefly, 
it provides that if imports of woven wool fabrics, on which the duties 
were substantially reduced under paragraphs 1108 and 1109 (a) of the 
tariff schedule, exceed, in any 1 year, 5 percent of the average United 
States production of similar cloths for the preceding 3 years our 
Government may restore the former duty to apply to the excess 
imports over the 5 percent in that year. In 1952 the best available 
statistics indicated that the 5 percent was to be exceeded in certain 
areas of similar fabrics, and we requested implementation of the 
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reservation. It was then that the State Department revealed its 
interpretation of “similar” to mean “all.” Pressed to defend this 
interpretation the Department sought refuge in “memorandums of 
understanding,” or some such documents, drawn up between the nego- 
tiating parties and now of “classified” status precluding revelation 
of their content. Secrecy cannot be justified in such matters. 

Continued delegation of your authority to the State Department 
where such abuse is possible is unwise. It imposes an unreasonable 
burden of uncertainty and frustration upon domestic industry. 

Many industries stand in double jeopardy: Consider the double 
jeopardy to which a host of cotton, rayon, and other textile and 
apparel products would be subjected to under H. R.1. I have closely 
followed the testimony of the proponents from Government and, to 
my best knowledge, not one has brought this double jeopardy to your 
attention. To stick to my last, so to speak, I will use wool blankets as 
a point of illustration. Blankets are but one of a host of items 
standing in this “double jeopardy.” 

Up through June 12, under the existing duty cutting authorization, 
the present duties on wool blankets may be reduced : 


Blankets valued— From— 


Not over $1 per pound | 30 cents per pound divided by 30 per- | 15 cents per pound divided by 18 per- 
cent 


cent. ent. 
$1.01 to $1.50 | 30 cents per pound divided by 30 per- | 164 cents per pound divided by 18 
| cent. percent. 
ES 30 cents per pound divided by 30 per- | 20 cents per pound divided by 18 per- 
| cent. cent. 


Section 3 (a) (2) (e) of H. R. 1 extends beyond June 12 the 
President’s authority to make the cuts outlined above in addition to 
the reductions provided for in subparagraph (d). 

Inadequate limitation on delegated authority: H. R. 1 would confer 
upon the executive branch still another power so insufficiently limited 
as to appear unconstitutional. I refer to the authority (sec. 5) to 
cut the duty on any article being imported in negligible quantities 
to 50 percent of the 1945 base rate. The sleeper here, of course, is 
the word “negligible.” Negligible in relation to what? To domestic 
product or consumption of similar articles? Does “similar” mean 
all, as alleged in the case of the Geneva reservation? Negligible in 
relation to imports, total or partial? If partial, what part? Gen- 
tlemen, we do not need to tell you. This just is not good law. How 
can the judgment of an unknown person—and this runs through June 
of 1958—possibly be construed an adequate or reasonable limitation 
on the authority thus conferred? It is most unwise. 

Burden of reductions on labor: Finally, there is the question of 
the wisdom of subjecting the living standards of American workers 
in subject industrial and agricultural pursuits to the downward 
pressures inherent in duty reductions which would eventuate if this 
bill is enacted. 

It would take a Lewis Carroll to do justice to the paradoxical 
situation in which we are caught. Together, the executive and legis- 
lative branches of Government are giving serious consideration to 
raising and extending the minimum wage for workers engaged in 
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the production of goods in interstate commerce. At the same time 
these two branches are giving serious consideration to reducing the 
protection afforded the living standards of these same workers against 
the low-wage competition from abroad. Wholly apart from the 
question of which course, raising wages or lowering duties, is wiser, 
it should be clearly apparent it is not wise to do both at the same 
time—not even politically wise. “You can fool some of the people 
all of the time, all of the people some of the time, but you can’t fool 
all of the people all of the time.” The author needs no citation. 

Actually it goes deeper than the question of duties and wages. 

First steps to improve and protect the living standards in this 
country were measures to preclude the immigration of “coolie” labor. 
Then came the asserted Federal jurisdiction over wages and hours 
of work. Minimums were set for wages and maximum for hours of 
work except where a stipulated minimum premium was paid. Of 
what benefit are our immigration laws in protecting our work stand- 
ards if we are to stimulate the importation of “coolie-made” com- 
petitive products, while barring the “coolies”? Of what benefit, be- 
yond a temporary political one, is it to increase the minimum wage 
and at the same time stimulate the importation of foreign goods made 
at wages which, by comparison, are worse than substandard ¢ 

I am aware that the Secretary of Labor has endorsed this measure. 
I know he does not reflect the view of labor, organized and unorgan- 
ized, in the wool textile industry. I am certain you will receive a 
different point of view from your constituents earning their living in 
industries where the labor content is a relatively large element of the 
cost of production. And I do not mean inefficient industries. I in- 
clude American industrial enterprises such as textiles which can 
rightfully claim peerless efficiency, in their sphere, matched against 
the world. 

Gentlemen, I have been associated with the wool textile industry 
most of my adult life, as were my immediate forebears. The in- 
dustry has been characterized for many years as a feast or famine 
enterprise. I have witnessed many periods that would classify as 
“famine.” In fact, we may now be pulling out of one of the longest 
sustained depressions of my generation. I hope so. But what I 
have to say is this: as hard and disappointing as failure or liquidation 
of a mill may be to the owners and management, from my observation, 
it is nothing compared to the hardship it can visit upon the former 
workers and, frequently, upon the entire community. While I stand 
before you as the representative of an employers’ organization I am, 
in fact, making a case just as much in the interest of this industry’s 
workers as would these people themeselves or their paid representa- 
tives. In the last analysis, it is their wages and their jobs which will 
be adversely affected by duty reductions under this bill. 

Wages and raw material costs are the main components of the price 
of a pound of yarn, a yard of goods, or a blanket. Profits today are 
low or nonexistent. If our wage gap with foreign competition is not 
offset by an adequate tariff we must reduce the price of our product 
to sell it. More often than not the price of our raw material is es- 
tablished by world markets. That leaves wages the No. 1 target. 

Rather than be forced to reduce wages to meet foreign competition 
stimulated by possible reductions in duty under this bill we urge that 





1718 TRADE AGREEMENTS EXTENSION 


you reassert your authority over foreign trade policy. Make H. R. 1 
your No. 1 target, as it isours. Devise a better, constitutional method 
of stimulating international trade. 

Mr. Mitts. Thank you. 

Are there any questions?) Mr. Reed will inquire. 

Mr. Reep. I want to congratulate you, sir, on your very fine state- 
ment. 

Mr. Witxrnson. Thank you. 

Mr. Mirts. Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Srupson. I, too, want to join Mr. Reed and congratulate you. 
On page 6, you make reference to a backdoor approach toGATT. Is 
it your contention that this bill, H. R. 1, does contain authority to 
legalize our membership in GATT? 

Mr. Wirxtnson. Whether it would legalize it or not, Mr. Simpson, 
I am not prepared to say. I think it would, for all practical purposes, 
eventuate in our being caught in the trap of GATT. If the State De- 
partment participated since 1948 on an unauthorized basis, without 
uny authorization to do so, with this suggested delegation in that sec- 
tion, what would stop them ? 

Mr. Stmpson. In your opinion, one way or another, the passage of 
H. R. 1 will encourage our business to go into GATT and give an ap- 
parent legal status for our membership ? 

Mr. Witxtnson. I believe so, sir. 

Mr. Susreson. May Lask youthis? That being the case, do you be- 
lieve that at the end of 3 years, with the expiration of H. R. 1, should 
it become law, we would automatically come out of GATT? 

Mr. Witxrnson. No, sir. 

Mr. Stwrson. Would you enlarge on that? 

Mr. Witxrnson. Most of the GATT agreements, most of the trade 
agreements, to date, have run for 3 years and seemingly go on, with 
any lack of notice to terminate, in perpetuity. 

Mr. Simpson. That is right, and you understand that that would be 
what GATT would do also? 

Mr. Wirx1ns. And GATT could be expected to follow the same 
pattern. 

Mr. Srupson. Therefore, all that is needed by the boys in the State 
Department who seek to get us into GATT is some legislation to which 
they can tie on which authorizes or seems to authorize our member- 
ship in GATT, and assuming they exercise that authority and get 
us into GATT, we would be in permanently ? 

Mr. Wiixtnson. That would be my judgment, sir, and the only way 
you could get out would be by abrogation of treaties, apparently 
solemnly undertaken. 

Mr. Stimpson. Being in GATT and assuming that you want to come 
here sometime and have such a thing as a quota proposed, and assum- 
ing that GATT denies the use of quotas, which it does, in the future, 
you could not get relief from the Deagbess of the United States. 

Mr. Wiikrnson. Once we are caught in GATT, we could never look 
to you again, in our judgment, effectively, for relief. 

Mr. Srupson. There is a reason for that. You could come before 
the committee, but practically the committee could not give you relief 
because we would be violating this international agreement, not an 
agreement with one nation but with 34 nations, and it would do ruin 
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to our international position. Do you agree with me, if we were to 
summarily disregard GATT under those circumstances ? 

Mr. Witxrnson. I think that is a very reasonable picture that you 
paint, Mr. Simpson. 

Mr. Stmpson. Therefore, there is no little or temporary act or piece 
of legislation we are talking about, but it is something that coal have 
permanent and very, very far-reaching effects. May I put these words 
in your mouth, or will you agree with me it is unconditional surrender 
for all time ? 

Mr. Witxrnson. I believe that Congress would unconditionally 
surrender its jurisdiction over our foreign trade policies and the State 
Department, in turn, would get involved in GATT in a manner so 
that we would not be able to extricate ourselves. 

Mr. Suvpson. Thank you. 

Mr. Mirus. Are there further questions ? 

Mr. Wilkinson, I am not going to interrogate you except with 
respect to two of your statements. At the bottom of page 18—I will 
not read the paragraph—extending over two lines into page 19, are you 
trying to get me to reach the conclusion that the grand old Republi- 
can Party has departed from the teachings of Lincoln and others, of 
its predecessors ? 

Mr. Witkrnson. I saw no party implication there, sir. 

Mr. Mitts. Oh, you do not? 

Mr. Witkrinson. No. 

Mr. Mus. I am glad to get straight on that because you were about 
to lead me to that conclusion. You said it was most unwise to advo- 
cate the lowering of duties and raising wage rates at the same time, 
and I thought that the present administration had made such a recom- 
mendation. Then you quoted Abraham Lincoln as to what he said 
about fooling the people, and I wondered if you meant to convey that 
the present administration was trying to fool the people. 

Mr. Wiikrnson. There is no party implication in that statement, 
Mr. Chairman. 

Mr. Mitts. I am glad to get the record straight. 

Mr. Wiikrinson. We think it equally unwise by whomever advo- 
cated. 

Mr. Mirzs. On the last sentence of your statement, on page 20, you 
call upon us to devise a better constitutional method of stimulating 
international trade. As one member of the committee, I would wel- 
come your suggestions at this point in the record as to how we might 
proceed to do that. 

Mr. Wirxrinson. Mr. Chairman, I would have been perhaps the 
most disappointed man here today had you not made that request. 

Mr. Miris. I thought so. I thought I could read your mind, 
frankly. I did not want you to leave here without a full explanation. 

Mr. Wrixtnson. If it meets with your approval, sir, I would like 
to leave with this committee our earlier statement submitted to the 
Randall Commission, which delineates a criterion which we believe 
to be sound and reasonable. 

Mr. Miu1s. We will accept it for use by the committee. 

Mr. Wrixtnson. I have 25 copies here, sir, and if that is suitable 
to you, it will constitute our affirmative recommendation of a policy 
which has suggestions as to-——we do not go into specifics—the criteria. 

Mr. Reep. I wonder if we could place that in the record. 
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Mr. Miuts. Is it very large? Is it too voluminous for the record? 
Mr. Wiixtnson. I think not. 

Mr. Mirus. Without objection, that will be inserted in the record. 
(The document referred to follows:) 


STATEMFNT SUBMITTED TO THE COMMISSION ON ForEIGN EcoONoMIc PoLiIcy RY THE 
NATIONAL ASSOCTATION OF Woon MANUFACTURERS, DECEMBER 1953 


SUMMARY 


The National Association of Wool Manufacturers believes the Foreign Eco- 
nomic Policy Commission must develop principles for our foreign trade policy 
which will maintain the strength of this country and end present confusion about 
our policy both at home and abroad. 

We contend the trade agreements program has failed and should be abandoned 
because : 

Without obtaining benefits for this country, it has sharply reduced our tariffs 
to a point where some essential industries are being damaged by low-wage 
imports. 

In spite of our tariff cuts, world barriers to trade are more numerous than ever. 

It is wrongly based on political instead of on economic considerations. 

We strongly oppose suggestions for Government subsidy of trade-damaged 
industries and retraining and relocation of their workers because: 

Domestic industries do not want subsidies ; they want “trade, not aid” as much 
as foreign nations say they do. 

Workers employed as weavers may not want to become welders nor is there 
any evidence jobs would be waiting for them in industries which it is said would 
benefit from “free trade.” 

Diversified skills must be maintained. 

We propose that: 

Congress should reassume control of our tariffs and revitalize the Tariff Com- 
mission. 

Tariffs should be set selectively. 

Tariffs should be flexible—-not to the point of capriciousness—but to follow the 
ever changing trends in our requirements. 

The overriding criterion of our tariff policy should be Need—Need in the 
National Interest. 

Need as applied to wool: We need imported wool because of the declining trend 
of domestic wool production. 

This suggests it would be desirable to discard the present duty on imported 
raw wool. 

Domestic growers, however, should be aided by other means to the extent a 
domestic wool supply is judged to be in the national interest. 

Need as applied to the wool textile industry: A strong defense organization 
is essential to national welfare. A vigorous wool textile industry is today essen- 
tial to our defense organization. 

The industry has repeatedly proven its ability to supply both military and 
civilian needs and, in addition, during World War II and thereafter provided 
cloth for civilian relief the world over. 

It could not have achieved this record without past tariff protection. 

The industry does not want a subsidy or cheap foreign labor nor does it desire 
to transfer its operations abroad. 

It does seek—through tariffs—equalization of competition with foreign mills 
whose labor costs are far less than ours. 

With such equalization the industry will continue to serve a useful function 
in time of peace and provide an essential product in time of war. 

The problem is not that of deciding between a high or low tariff. Rather, it is 
developing a criteria for tariffs on a selective basis with need in the national 
interest as the overriding consideration. 


STATEMENT 


The National Association of Wool Manufacturers appreciates the opportunity 
to record its views on foreign trade policies. It fervently hopes that this 
Commission will delineate principles to serve as a solid foundation for policies 
designed to foster and protect the security and economic strength of the United 
States. Without these the United States cannot provide the leadership the 
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free nations of the world seek of us in securing the peace and in improving the 
material lot of man. The nations of the world are at the crossroads of consum- 
mate destruction or unprecedented advancement. It is imperative that the 
principles and policies that this Nation adopts in consequence of your work 
be realistically fashioned and explicitly stated. There is no room for pretenses 
of panacea nor enticement by slogans or catch phrases. 


NEW PRINCIPLES NEEDED 


Much of our current international misunderstandings arise, in our judg- 
ment, from misguided efforts to have the foreign trade policy of the United 
States mean all things to all peoples. The inevitable failure of such a course 
has increased foreign resentment, bred of understandable disappointment, 
rather than furthered the basis of understanding essential to mutual trust and 
confidence for the future. At the same time, it has created confusion and incu- 
bated uncertainty in American industries. 


No injury—escape clause fallacy 


For example, the trade agreements program in its early days, and for years 
thereafter, was propagandized by its principal proponents as a device to in- 
crease our international trade, with emphasis on imports, without damage or 
injury to domestic industry. Step by step, with succeeding extensions of the 
program this illogical contention had to be abandoned. That this was so came 
as no surprise to the opponents of the program among which we were num- 
bered. The manner of abandonment, however, is cause for concern to those 
who believe friendship, international or otherwise, can best be cultivated through 
forthright dealings devoid of delusions. First modification of the “no injury” 
allegation was through the qualification of “injury” by the addition of the 
word serious. This line of propaganda culminated in the adoption of the 
so-called escape clause. The escape clause, at best, has proved a snare and 
delusion. Simply assessed it reveals the inherent fallacy of the program and 
its potential to stimulate confusion and uncertainty, rather than foreign trade. 
Reduction of the duties on hat bodies led to an increase in imports of sufficient 
magnitude to cause withdrawal of the concession. In another case, despite 
demonstrable damage to the watch industry, the injury resulting from increased 
imports was not yet considered serious enough to warrant similar remedial 
action. Resorting to old-fashioned homilies, the first illustration is on all 
fours with “you can’t have your cake and eat it,” and the second raises the point 
of wisdom in “locking the barn door after the horse is stolen.” 


Subsidized industries or displaced persons 


What is more important, however, is the present clear admission by the more 
ardent proponents of free trade that certain American industries are bound 
to suffer under a free trade policy—some to the point of extinction. This admis- 
sion is implicit in their suggested remedies for those industries and the workers 
thereof. They are to the effect that either the industry be subsidized, or allowed 
to die and its workers trained for other work and moved by the government to 
other areas of employment. 

Such glib palliatives are dangerous proposals and seemingly inept when 
there is no evidence of a demand for sustaining subsidy by many industries 
that would be adversely affected by the removal of tariffs. By what reasoning 
do the proponents arrive at the conclusion these industries and workers want aid, 
not trade? What evidence have they that persons skilled as weavers desire to 
become welders—or that welding opportunities would be available in Detroit, 
should they be moved there from their present home cities? Indeed, what 
evidence is there that textiles workers wish to move, or be moved, at all? 
Further, when one considers the magnitude of the “displaced persons” problem 
that would be thus created, it staggers the imagination. 


Textile industry major employer 


The textile industry ranks among the first six manufacturing industries in the 
United States in the employment of production workers and, in 1950, was in first 
position. The concept that we should adopt a policy that would place many 
American industries on the sacrificial altar of foreign trade for the benefit of 
export interests is extremely distressing. Diversified talents and skills have 
in large measure been responsible for our present economic strength and to date 
there is no evidence that we can afford to surrender this versatility. In fact, 
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all portents are to the reverse: if the United States is shown of its economic 
strength the pillars of peace would crash the world around. 


Slogans and statistics 


There is all too much evidence that our foreign policy of past years has been 
cultured in an environment of imported slogans and misused statistics. 

“Dollar shortage” will be remembered as the sire of the postwar aid policies: 
the Marshall plan, rehabilitation and reconstruction, ECA, et al. War devasta- 
tion, an eloquent pleader, loosened the purse strings on our taxpayers’ funds 
despite deficits in our own treasury. In consequence of a generous and sympa- 
thetic heart, characteristic of America, even though many Americans were per- 
sonally suffering from the same dollar shortage malady, these attempts at a 
“leg-up” were broadly approved. 


Facts obscure 


“Dollar gap” was the next shibboleth to be given the green light. Based on 
deceptive use of inadequate statistics it cultivated fertile ground for the sowing 
of the most virulent, seductive seed of them all: Trade, not aid. American 
imports and exports were compared in terms of dollars without regard to the 
“aid content” in the American exports. For a long period all attempts to get 
information on this “aid content” were denied on one pretext or another. The 
effort to conceal seemed to many to be deliberate. Today, thanks to the diligent 
work of the American Tariff League, there is a little more light on the subject. 
As a result, the “dollar gap” slogan has lost much of its potency. “Dollar gap” 
has a counterfeit ring now that we know the so-called gap in 1952, and to date 
this year, approximately equals the “aid content” of our total exports. In any 
case, we do not believe trade balances deserve the importance that has been 
attached to them. They are post mortems rather than prescriptions. 

We would be the last to contend that better statistics on this matter are not 
desirable. Indeed, we believe more factual information is a must. We do insist, 
however, that existing statistics have been misused and, above that, that they 
do not constitute the proper approach to an attack on the current assignment 
confronting you. What we, as well as our foreign competitiors, want to know 
is, “Where are we going?’ not “Where have we been?” To each entrepreneur 
this is a specific question requiring specific rather than general treatment. 


“HIGH” OR “LOW” TARIFFS NOT THE PROBLEM 


Just so long as distrust and enmity prevail in the world security-through- 
defense is the No. 1 problem of our people. Perhaps the day will come when a 
nation may rest secure and devote itself exclusively to the development of peerless 
efficiency in the production of automobiles, radios, or dishwashers—but that 
day is not here, nor does it appear to be approaching in uncommon haste. 

Your foreign trade problem is not a Hobson’s choice between a high or low 
tariff policy but rather a question of determining the principles and devising 
the means by which we may pursue an equitable foreign trade policy in the 
national interest. Basically there can be but one objective in governmental stim- 
ulation of foreign trade and that is the improvement of national weal, This can 
and does take on many forms. 

A sound foreign trade policy calls for the exchange of goods or services for 
mutual benefit, there is no advantage in the trade. Measures that call for one- 
sided sacrifice are of doubtful benefit and more likely to prove the seed of dis- 
sension and dissatisfaction. Frequently, the damage wrought by sacrifice is ir- 
reparable or can be overcome only at great expense in time and effort. 

Presently, world trade is snarled in a tangle of abritrary restraints and restric- 
tions of which, in our view, tariffs are the lesser evil. Even our State Depart- 
ment has admitted that, despite its attempt to lessen the more serious barriers 
to trade through pursuit of the so-called reciprocal trade agreements program, 
impediments to trade are more numerous than was the case prior to the pro- 
gram’s inception. Quotas, licensing requirements, subsidies, exchange manipu- 
lation, currency controls and the nonconvertibility of currencies so tighten the 
Gordian knot on foreign trade that to attribute its strangulation to American 
tariffs is either a manifestation of economic blindness or a deliberate attempt 
to deceive. It can be demonstrated’ statistically that American tariffs are 
among the lowest of any of the principal world trading nations and substantially 
lower than many of those giving loud and purposeful support to the “Trade, not 


1 American Tariff League Bulletin. 
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aid” slogan. We must not_be deceived. We should not remain passive. We 
vigorously point out that the correction of these faults is, in a large measure, in 
foreign hands. 


THE SPECIFIC APPROACH 


First required in the development of an equitable foreign trade policy would 
be a careful apraisal of our needs in goods and services, class by class from the 
viewpoint of national interest. The problem is too complex to permit of treat- 
ment by some general, one-way mathematical formula, however neat in con- 
cept or statement that formula may seem. In pursuit of selective consideration 
it seems obvious that some commodities subject to duty might be transferred to 
the free list and, conversely some duty-free commodities might require the es- 
tablishment of a duty. By the same token, some duties may be found excessive, 
others inadequate. 


Flexibility required 


Just as our requirements do not remain constant either as to nature or vol- 
ume so is there a need for flexibility in tariff rates. This is not equivalent to 
suggesting that either our rates of duty or the method of determining them 
should be so mercurial as to respond to short-term economic fluctuations. It 
is, however, a recognition of room for improvement in operation over both the 
pre-trade agreement method and the trade agreement program itself. Nor is 
it amiss to point out at this time that as between the legislative and the nego- 
tiative method of tariff determination, the negotiative is inherently susceptible 
to greater uncertainty than the legislative. Today the degree of inconstancy is 
controlled only by the disposition of those charged with administration due 
to the required inclusion of the escape clause in all trade agreements. Nominal- 
ly, rates established in trade agreements are to remain set for at least 3 years and 
forever thereafter in the absence of notification of intent to alter by established 
procedures. However, this escape clause provision substantially changes that 
situation to the consternation and confusion of all concerned. 

Following the disposition of each relief application witness the rash of pre- 
dictions that follow, creating uncertainty at home and abroad regardless of 
the party in power. 

We cannot suggest to you any method of tariff treatment which would pre- 
clude all change—nor do we believe such inflexibility is desirable. In fact, we 
would like to point out that, so far as freedom from constant changes is con- 
cerned, there have been more changes in our rates of duty under the trade- 
agreements program than as a result of the operation of the escape-clause pro- 
cedure. Further, our tariffs have been more unstable under State Department 
control than was the case before Congress surrendered its responsibility to the 
administrative branch of Government. 

Our contention has been, and is, that flexibility is a prerequisite virtue of a 
fair and liberal tariff policy. Even the most doctrinaire free traders now seem 
to admit that a sudden and complete elimination of our tariffs would be fool- 
hardy and disastrous. We agree heartily with them on this point and carry it 
one step forward. If this be so, how, without flexibility, would they achieve 
their goal? It is not flexibility we would brand the culprit, but vagary and 
caprice springing from political considerations. To be fair, a trade policy, 
foreign or domestic, must be free of these noneconomic influences. To be free 
it must be placed beyond the pale of politics. 

National welfare is basic to our premise that our foreign-trade policy requires 
specific rather than general consideration. The need for flexibility in any 
situation, short of outright free trade, has been established. We would now 
suggest the overriding criterion for specific cases. It is need-—need in the 
national interest. 

NEED AS IT APPLIES TO WOOL 


The domestic supply of apparel wool is inadequate for our requirements. 
Virtually two-thirds of the apparel wool consumed in the United States is of 
foreign origin. Yet there is a duty of 25% cents per clean pound on its importa- 
tion. In addition, there are various other governmental props designed, but 
failing to date, to promote production. We need more wool than we produce. 
Then why, ask many wool manufacturers, put a duty on its importation? 
Beyond political responses, the answers are few. It is generally agreed that 
from the viewpoint of national welfare it is not desirable to become wholly 
dependent upon foreign sources. In the instant case, however, a duty plus a 
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Government price-support program have not made us self-sufficient but have 
found us increasingly dependent on foreign sources. If the duty has failed in 
its purpose, is it because it is too low? To get at this one we must momentarily 
divorce it from the price-support program and reason as though there was and 
would not be this second Federal scaffold for wool prices. In these circum- 
stances the answer is negative. An increase in duty temporarily might raise 
the price realized by the grower, but at the same time it would give unneeded 
impetis to the production and use of manmade fibers. Technological ativances 
and the increasing supply of manmade fibers have joined to reduce our de- 
pendence on wool for civilian apparel and many industrial fabrics. Therefore, 
it is argued to the extent that wool production is to be protected in the national 
interest it should be the broader responsibility of all taxpayers and not an 
obligation limited only to the consumers who are the ulitmate purchasers. This 
implies more forthright subsidy assistance than that inherent in the present 
price-support progrem. It also suggests that it would be desirable to discard 
the duty on unmanufactured wool. This should improve its competitive rela- 
tionship with other fibers and increase its use which, in turn, would lead to 
increased consumption of raw wool. 

The National Association of Wool Manufacturers is currently exploring this 
question in concert with the Boston Wool Trade Association and the National 
Wool Growers Association. Several proposals are under consideration but an 
answer commanding common support has not yet evolved. 


NEED AS APPLIED TO THE WOOL TEXTILE INDUSTRY 


Let us consider now the problems confronting a vital industry (described 
in exhibit A), wholly dependent upon its home market as an outlet while relying 
in large measure on foreign raw-material sources. 

The wool textile industry is demonstrably adequate to the task of supplying 
military and civilian requirements, as was proved in World Wars I and II 
and in Korea (with some left over for foreign relief). 

As already stated, it must import virtually two-thirds of the apparel wool 
consumed in the United States. On the other hand, except for war experience, 
the exportation of wool manufactures has not been of great consequence. 

If we are to maintain American standards there is little reason to believe 
export markets will become of major importance to us under any kind of a 
trade policy. Our primary emphasis is on the importance—yes, the vital neces- 
sity of protecting our home market. 


Current situation 


Operations in wool textile industry, in common with most other segments of 
the textile industry, are extremely unsatisfactory. It will not be our purpose 
to burden your Commission with such depressing facts as may be short term in 
nature. What we would like to bring to your attention are certain basic factors 
pertinent to the problem before you and the economic paradoxes bearing upon 
it. 

Imports high and rising 


Against the hue and cry of Trade, Not Aid, a singularly enticing and deceptive 
slogan, we find that our foreign friends are indeed getting both. While our 
tax dollars continue their foreign crusade in economic and military aid, United 
States imports of woolen and worsted fabrics last year reached a volume of 24 
million square yards, a 30-year peak. For the first 7 months of this year im- 
ports were 19 percent greater than for the corresponding period of 1952. The 
World Wool Digest for November 18, 1953, reports that the value of United 
Kingdom exports continues to expand as it has almost constantly from the second 
quarter of 1952. This contrasts to our own depressed operations. With such 
a record of achievement before us, it is difficult to understand how anyene can 
contend that our tariffs are “unduly burdening and restricting the foreign trade 
of the United States.” Nor do we believe that the experience of the wool textile 
industry in this regard is singular. Furthermore, there is some evidence that 
the invasion of our home market has just begun. In December of this year in 
New York City, certain Japanese woolen and worsted manufacturers banded 
together to show fabrics they hope will find acceptance in our markets. This 
is not the first time we have been confronted with competition from this source 
but if free traders prevail now, it may be the harbinger of the last. There is 
solid conviction that this vital industry could not survive without adequate 
protection against such competition and maintain American work standards. 
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The Japanese back in 1936° demonstrated their ability to copy, produce, and 
deliver fabrics desired in the American market at prices appreciably below 
those of American manufaeture. There was no mystery in this then and there 
is no mystery now. It takes a Japanese textile worker a month to earn the 
equivalent money, in terms of dollars, our workers earn in a matter of days— 
when employed. 

A wage of $20 or $21 a month may be adequate for comfortable living in 
circumstances under which the Japanese textile workers are employed, but it 
certainly appears they would be unlikely customers for the autos, radios, etc., 
of our export industries. In any case, it must be obvious they would not equal 
or approach the market potential of like American workers gainfully employed. 

Our wool-textile plant has demonstrated its adequacy to meet the demands 
of the home market. It follows that we have no need to augment our sources 
of supply. Further, to the extent that imports of wool textiles obtain or are 
increased, they, in fact, replace or offset operations here at home, 


Quality production 


It has been argued that we must turn to foreign shores for certain types and 
qualities of wool preducts. While there may be rare and unusual instances 
where this may be true, as a general argument, it is without foundation in 
fact. The impression that American textiles are inferior to imported textiles 
should have been dealt an authoritative deathblow by the importers themselves 
in the late thirties. In a brief submitted to the Committee on Reciprocity Infor- 
mation by the wool-fabrics group of the National Council of American Lmporters 
it was stated: 

“It is not claimed that imported cloths cannot be reproduced here because, to 
the contrary, several of our mills make just as fine cloths; but on the whole 
the American industry is geared to mass production to meet competitive price 
levels.” 


Competition keen ; standards high 

Perhaps even more important than the disclaimer of exclusive ability to quality 
production in the above is that second part, which, when analyzed, speaks 
volumes: “* * * the American industry is geared to mass production to meet 
competitive price levels.” Anyone who has the slightest conception of compe- 
tition appreciates that its two main parts are quality and price. By the same 
token, anyone who has spent any time abroad (other than in the salons of 
Europe) knows that, on the whole, the American people are the best dressed 
in the world; that they have offered to them the best clothing values in the 
world. This result can be attributed only to free and vigorous competition for 
the market. Our volume producers outnumber and outproduce our ultraquality 
producers, of course, but our volume producers offer the general public at the 
various economic levels the greatest values obtainable anywhere today. That 
our American industry can do this while maintaining the highest wage and 
work standards is a fact of which it is proud. It also explains the emotional 
as well as rational opposition which wells up at the suggestion that our national 
textile needs could be better served by foreign sources. 


Cost to consumer 


Discussion of competition brings into focus another misconception that often 
leads to consumer espousal of free trade, and that is the idea that our clothing 
bills would be correspondingly lowered if our tariffs were eliminated. It is more 
difficult to nail this down because of the constant opportunity to purchase abroad 
particular items on which direct contrasts can be made. It is unrealistic to 
expect the lay purchaser to go behind the price tags to determine the reasons 
for the difference, but it is not unreasonable to expect this Commission to do so. 
In our belief, it is questionable that you will find foreign manufacturers less 
disposed to make money than American manufacturers. If anything, the for- 
eign businessman prefers to do it the easier way. He seeks protection in great 
measure from the full force of competition by cartels and other limiting arrange- 
ments. 

Much of the appeal of foreign-made woolens and worsteds to the consumer 
lies, sadly, in the point-of-purchase-plus imparted by the word “Imported.” It 
has the capacity psychologically to dupe the lay purchaser. We know it will 
not mislead you. Imports are appealing to the merchant by and large as they 
can be purchased at prices lower than comparable American products and, with 


2 Pertinent exhibit filed with U. 8S. Tariff Commission, May 11, 1936. 
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the psychological advantage of the ’Imported” label, be sold at the same or 
higher price. But take away the restraint of the prevailing market, which in 
this case means the price of the American-made product, and where can we 
expect the cartel price of the import to go? The question is rhetorical. 

The point we would make is that any advantage in cost of clothing which 
might fleetingly be realized would quickly disappear as the European cartel eco- 
nomic concept became the criterion of competition in the American market. 

Before such a development, jobs of thousands of American wool-textile workers 
would have disappeared and with these jobs a part of the best market radios, 


refrigerators, automobiles, etc., ever had. We think this price for friendship is 
too high. 


The profit motive 


However, we do not wish to give here the impression that our only concern is 
for the worker and the consumer. Were we to do so we-would be guilty of the 
same sham we detect in some of the more loquacious advocates of free trade who 
are inclined to cloak their case in the mantle of altruism. We bring such mat- 
ters as national welfare, security, and employment to your attention because we 
believe they have direct bearing on our case and that recognition of these factors 
will be in our interest. Primarily our mills are in business to perform for profit 
a useful service. 

Nor is our desire for fair competition subject to the charge of unreasonableness 
if it is to be gaged in the light of the European’s attitude toward Japanese compe- 
tition and, to a lesser extent, German competition. If American manufacturers 
seeking to maintain or achieve equalization of competition through tariffs are 
considered to be on the vehement side one need but listen briefly to these foreign 
disciples of Trade, Not Aid in their protestations against the competition of 
“cheap Japanese goods” in their markets at home or abroad. Examples of this 
attitude and activity are available if this is news to this Commission and such 
are desired. Despite some impressions to the contrary, Americans are not the 
only ones who protest when their ox is gored. 


TEXTILES AND TARIFFS 


The existence of a strong national-defense organization is essential to the 
national welfare. A vigorous wool-textile industry is today essential to our 
national-defense organization. 

All branches of the military organization specify major apparel items, blankets, 
and sundries to be of wool. The adequate capacity of the wool-textile industry, 
utilizing vast quantities of foreign wool with our insufficient supply of domestic 
wool, is proved. Moreover we had the capacity to produce additional yardage 
and poundage for allied military forces and for civilian relief the world over— 
this is not a boast, merely a fact. 

Wool manufacturers do not profess to be any more, or any less, patriotic than 
any similar grouping of Americans. They do stress, however, their conviction 
that they would not have been able to achieve this record without past tariff 
protection. Denied equalization of competition through tariffs (as the preferred 
device) they question their capability of so promptly or successfully rising to 
the occasion in the future should the need arise. They challenge the wisdom of 
trading off an industry in being, so clearly vital. They point to the peacetime 
advantages in payrolls, products, and taxes, as well as its wartime essential value, 
as sound reasons why it should be fostered and encouraged rather than sacrificed 
for an uncertain slogan. 

Wool manufacturers would prefer to devote their energies to the constant 
improvement of products and distribution, broadening their markets to bring 
wool textiles in ever-increasing quantities to an ever-increasing population, thus 
taking advantage to the fullest extent of the world’s wool supply. Every action 
of Government which arbitrarily increases the cost of wool to the manufacturer, 
and therefore the public—every action of Government which surrenders a 
greater portion of our home market to low-wage foreign production will operate 
against the realization of this desired goal. We seek no subsidy, no cheap for- 
eign labor. We do not even desire to transfer our operations to foreign shores. 
But we would point out that this has been done on a limited basis. In our 
judgment it will not assume major proportions so long as the discernible pur- 
pose of Government is to create a favorable environment. 

Such are the reasons prompting us to assert that your problem is not one of 
deciding between a high- or low-tariff policy but rather one of delineating clear 
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and concise criteria for tariffs on a selective basis with need in the national 
interest as the overriding consideration. 


Exnuisit A 


THE Woo. TEXTILE INDUSTRY 
What it is 


The wool textile industry is a specialized segment of the greater textile in- 
dustry which provided more job opportunities in the United States than any 
other single manufacturing industry in 1950 and is in recent years among the 
top six in this respect. 

Te wool textile industry was, according to the last census, comprised of over 
700 firms with more than 800 establishments. About 75 percent of the establish- 
ments employed less than 250 people and 90 percent less than 500 people. As is 
indicated below there have been substantial changes in recent years, mostly 
liquidations, but we believe it can still be stated with authority that essentially 
it is an industry of small businesses. 

In many communities wool-textile plants constitute the sole or principal indus- 
trial enterprise; therefore, as they prosper so does the community. It is a 
keenly competitive industry as is attested by the high mortality record. Since 
January 1, 1949, 132 mills have been liquidated or gone out of business as listed 
in exhibit B. We believe this will be raised to 135 by year end. 


What it does 


It receives wool from all corners of the earth, classes and cleans it, and then 
converts it, alone or in combination with other fibers, into wanted textile items 
for civilian, military, and industrial use. 

Evidence of the current unfavorable environment is to be found in the statis- 
tics on employment and total payroll for the past 3 years. 


. it Salaries and 
Employment wages 
$$$ in an 
156, 676 $469, 097, C00 
138, 131 476, 701, (00 
124, 661 454, 051, C00 





Source: Current Survey of Manufactures. 


The importance of the wage factor in the ultimate value of our product can be 
gaged by the fact that the $454,051,000 above represents over 63 percent of the 
value added in manufacture. 

Its role as an integral part of our defense organization can be partially meas- 
ured by its wartime performance. 

In World War II, for example, it supplied— 


Woven wool cloths and blankets produced during World War II and in preceding 
years 


[Square yards] 





For the . bea | 

armed For civilian Total 
services Use 

5, 000, 000 560,000,000 | 565, 000, 000 
15,000, 000 | 552,000,000 | 567, 000, 000 
427,000,000 | 400,000,000 | 827, 000, 000 
415,000,000 | 435,000,000 | 850, 000, 000 
229, 000,000 | 603,000,000 | 832, 000, 000 





266, 000,000 | 515, 000, 000 781, 000, 000 


Note.—The cloth produced by the American wool textile industry for the Armed Forces during the years 
1942 through 1945 as a bandage a yard wide would wrap around the earth at the equator 30 times. If the 
amount produced for civilians were added, it would be long enough to reach 75 times around the earth. 


For third party endorsement of the essentiality of the industry with respect 
to the equipping and maintenance of a defense organization we respectfully 
refer you to The Quartermaster General. 
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Exuisit B I 


Woolen and worsted mills liquidated or out of business since Jan, 1, 1949 
































! 
¢ , ; 5 | Em- 
Company | Location Affiliation Spindles | Looms ployees 
NEW ENGLAND STATES 
Maine: 
Brown Mills (AW Co.)__..-------- Dover-Foxcroft_...| CIO______- si 6, 240 | 9 150 
Camden Textile, Ine____.----- Camden _-_- . a _ Aaa 60 | 125 
Deena Woolen Co ..-......| Sabattus 4 3 , eee 2, 640 40 | 150 
Dumbarton Woolen Mills__.--...-- Sangerville______. ere 2. 240 | 32 | 100 
Georges River Woolen Co_.-..--..--| Warren______-- oieatades a 1, 540 30 125 
Hughes Woolen Co ninvw's dannu | SOS sence amiatacin tye ocpeaet 3, 264 40 | 150 
Moosehead Woolen Co_-_.-....---.--| Corina _..........| AFL_...._.-.. 7,000 |._...__.} 300 
Pioneer Mills (AW Co.)_...---.----- | P ittsfield kentdins SR ee 4, 400 72 | 300 
Rocky Gorge Woolen Co-__.......---| South Berwick_...|-_.._.--.-.___- 2, 700 38 | 250 
Winthrop Mills. _..........-------..| Winthrop_........| AFL.......---| 5,496 | 156 | 500 
New Hampshire: | | 
Cacheco Woolen Manufacturing Co | East Rochester____| Independent __ 7, 600 | 120 | 425 
Dodge Davis ee OO. 5.) Bristol geet tek MNS cage eek. als ol 30 | 75 
Gordon Woolen Co wesoccoe) ROMMEL Doak cece EO. 2. 5 Paoat 4, 992 64 | 300 
Hampshire Worsted Mills_--.-.-.---} Manchester usisse © Ame Visio 8, 500 |___- | 175 
Harris-Emery Co.__...-.--------- | Penacook....--..- hick 1n-b' .| 5, 200 | 57 | 230 
Hillsboro Woolen Mills.......__-----| Hillsboro....___._.| CIO__._... ; 4, 560 48 | 310 
Lion Yarn Co__. eecelinde scan} BORDGUENEE.: 5... Bid ee foment SEES 7, 488 |: _..- . 125 
Sawyer Mill (AW Co.)__--....-..-.-| Dover bc ED cane wencecl. On, oe 393 
i: Cwatt O08. 2655.0 eRe, eUN. o ete. ae 900 |__| 250 
Vermont: | 
Gay Bros. (Gaymount & Green | Ludlow___-.--..-.| CIO__.._.....| 2,000 51 400 
Mountain M ills). | | 
Harris-Emery Co ocesceoos| Qupehee 407554: OBO@ui 1 ture: | 3,220 | 30 135 
Mountain Woolen. 00... .-<2-+-sp nnd) SR rte 46 bleed lvin teen narend 2. 550 | 22 | 150 
Suffolk Knittirg Co___- tae Bennirgton_____- sateiaiasninalcomeninathent tite ocr hee 
John T. Slack Corp. d -icu....) Spee eed... CIO... _.| phe OS. | 200 
Valentine M ills : ‘ | Bennington_.- at peal ; | 2, 160 20 125 
Verd-Mont Woolen Co suwaeee Ludlow _- | ; | 1, 440 12 85 
Massachusetts: | 
Assabet Mills (AW Co.) ‘ Maynard..._..-- tea 210 650 
os Bunting Mill (Ames Textile | Lowell. ._._--___- [ pees iad 210 650 
orp.). } | | 
Arlington Mills anabeeuer Lewrenet .....2<..| ABB. 52-15 104, 000 642 | 7,700 
Ayer Mills (AW Co.) _-_-- RESET EEE Soe i): 58, 336 384 | 2,657 
Arden Mills (AW Co.) Fitchburg__- Tes. jae 144 | 406 
Atkinson Spinning Co__- _..| Lowell____- : ---| eee Rey aaa 100 
Bachmatn Uxbridge W. C | Fall River_- nat ema siti ‘ 19, 010 |__. | 125 
Do Lowell cin ois eee Lala tall 144 | 310 
— rd S»ivriy g Co Sy pecan. =. SSP --| 16.600 |__. 400 
Chute Worsted Co...............-.- Brockton________- ee ee er ret oc. ck | 50 
Franklin Yarn Co.__-__-.-....--.--- | Franklin. __..-.... NOs i241) 6, 480 |_.___. 50 
Hayward-Schuster Woolen Mills... Millbury._..._.__- OO eh. te 5, 808 | 88 | 500 
Do - .---| Manchaug..-__-__- oo eh tts 3, 450 72 | 500 
Hope ville Mannfacturing Co_____--- Worcester._______- O80. ft32.2 2: 2,400; 118} 660 
Lawrence Blanket Co_.__.._......-- | Webster._.....-..- Gis. erasti7iS. Messi: 128 
Lawrence Woolen Co.-........-....- onc snd. eae Scien eceaiil 6, 446 | 120 400 
S Fenk Leet MMB.....-0 0605.6. LA a wee Setarcany Tea 
Lowell Woolen Mills. ___--- se] Bowsllivsivgeies APGE22 3 P Rie 75 
Medway Mills -- eres Sl ae ee 1, 872 | 20 130 
Paragon S: inning Co................| Millbury._........  aladiieiie ti ts | OO ee ane 50 
Royal Spinning Co Boece ans SEP ceca ecco. scat 4,800 |......- | 90 
Rohmer Medford Wool Scouring....| Medford....____--| AFL.__...__.. cee Je pic 100 
South Acton Woolen Co__...........| South Acton__-_-_- ea aes ay iintinin 90 
Sterling Mills Co cen eden ..| Worcester_........ Bea 4, 880 | 48 | 200 
Taft Mill___- Adda ckdaaielibes Eo si a. Bech dbd cate | 21876; 88] 105 
Thayer Woolen Co... -- tbs nike | OCU siidel Mee cease. 1, 944 | 36 | 125 
M. 7. Stevens (Pentucket) _- ih | ls Aico cel A ow ieee ae cobe 150 400 
Vee Cee Spinning, Inc____-_-...-_--- Lowen. ..........<) Avi... MEA. a es ee a 7! 
Wuskanut Corp...” ... 2. =~. woblzsa Faxnumville_____- CE Siete | 13,776 126 | 500 
Winslow Bros. & Smith Co.._.._...| Norwood___.__-__- Pisses ee Lisbattnoals 525 
Rhode Island: 
Ashaway River Woolen Co.......:..| Ashaway-..........|............_... Dieta iie or 150 
Atlantic mill division (A. D. J.).....| Providence..._.__- PR oe dacceuus | 56, 000 590 | 2,500 
Belleville Woolen Co____....--.--._- Allentown. -___... Ls 4 clnagniioe 2, 400 | 39 | 250 
Carway Spinning Co____--_. .-.-| West Warwick.._..| CIO........ . eee 7 
Georgiaville Worsted Spinning -_- ....| Georgiaville.______ Bh siete OS ar | 50 
Geneva Mills bidet a= Sd aes PINs. s. OBO cis cck 1 OG sabes 625. 
AE MOIR, BNO igs 6 ose dak -hbebae CO ae ee eee Pe akie 16 | 40 
Lafay tte Mills (Rodman Manu- 7 | | 
facturing Od.) . .é-i6i</. 260: cic iy Seiageite.: Sane cote A At aos } 6, 246 | 64 | 250 
Manton Miils (AW Co.).._.........| Manton... _____- | CO 5304 se 585) 2, 008 | 146 | 394 
National Providence (AW C bd aon sti Providenee_._._._. | Independent. 1, 704 | 82 | 159 
Woonsocket Worsted Co_.._.......- WOO ec conc) Oe nennnaaes 19, MW tadadsdae 550) 
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Woolen and worsted mills liquidated or out of business since Jan. 1, 1949—Con. 


Company 


Connecticut: 
S. Blumenthal & Co., 
Griswold Mills-- 
Killingly Worsted Mills 
Moodus Yarn Co 
Putnam Worsted Mills. 
Rhode Island Worsted Co 


MIDDLE ATLANTIC STATES 


New York: 
Broadalbin Mills, Inc-- 
Faith Mills..__-. 
Fulton Mills (AW Co. ) 
Globe Mills (AW Co.) 
High Rock Mills, Inc- ‘Kime 
Jamestown Worsted Mills_-- 
Montgomery Worsted Mills 
Springdale Mills 


Troy Yarn Co 
Utica Knitting Co. 
department). 


Weil Bros. ‘Textiles (carpet yarn) - -- 


New Jersey: 
Raritan Mills-- -- 
Eavenson & Levering Co. 
Howland Croft Sons & Co. 
Pennsylvania’ 
Ardross Worsted Co__- 
Blue Ridge Woolen Co 
Geo. Brown’s Sons, Ine 


Edwin & Louis Bry, Inc a et 


Cambridge Worsted Mills -------- 
R. B. Dutt Co 


Eagle Textile Manufacturing C Co_ = 


Esterly Woolen Co_..- 
J. T. Garden. ...... 
Haverdale Co______- 


Keystone Worsted Mills es eee 


Mitchell & Walker (Shackamaxon) - 
Joseph E. Murphy anne 
Prudential Worsted Co__._-.----- 
Roystand & Co__- 
Shepperd Mills, Inc_-- 
Geo. W. Watt Woolen Co---- 


Westmoreland Worsted Co_.--.--_- 


John Walther Fabrics Co_-__- 


Thomas Wolstenholme Co__._--.-- 


Walther Manufacturing Co- 
Wynona Fabrics, Ine 
Yorkshire Mills (Chester division) 


SOUTHEASTERN STATES 


Maryland: Melville Woolen Co 
Virginia: Winchester Woolen Co__- 
West Virginia: 
Berkeley Woolen Co 
Dunn Woolen Co- 


Potomac Worsted Spinning Mills. 


Tennessee: Sweetwater Woolen Mills 
Georgia: Arcadia Woolen Co- 


MIDWESTERN STATES 


Illinois: Hanover Woolen Mills--_-. 
Indiana: 
Columbia Woolen Mill_.__.---- 
La Porte Bachmann 
Minnesota: 
Alworth Woolen Mills.. Sense 
North Star Woolen Mill Co_- 
Wisconsin: 
Grieves Woolen Mills. ---_- 
Island Woolen Co 
Prairie DuChien Woolen Mill. 
Racine Woolen Co__.._._--- 


57600—55—pt. +~5- 


Re cca 


M. T. Stevens (Hockanum).-------- 


Thermo Mills. ........-.---<--<--«- 
(knitting cloth 





Location 


Shelton. -- 
Voluntown 


Putnam 
Stafford Springs 
Rockville. 


Broadalbin : 
Averill Park -- -- 
Fulton _- 
Utica 
Philmont. -- 
Jamestown 
Montgomery 
Hudson. 

— 

Troy ; 
Clayv ile. 
Newburg. 


Raritan ___-- 
Camden 
Le su 


| Philadelphia 
| Cambersburg. - 


Mount Joy. 

Norristown 

Philadelphia 
i 


es 
Philadelphia 
Fsterly _ . 

Philadelphia 

Minas 

do 

do... 

.do 
Doylestown. -- 
Philadelphia_- 
see 
Norristown 
Philadelphia. ___- 

do _- wie 

do... 

do-.. witiehe 
a 
Chester. 


Sykesville __ 
Winchester ___- 


Martinsburg -- 
. ae 
Keyser- 
Sweetwater _- 
Atlanta___. 


Hanover --- 


Columbia City... 
La Porte. 


Duluth____.-.. P 
Minneapolis _-- _- 


Sheboygan Falls 
Baraboo- 


Affiliation 


Clo 


| CIO- 
| CIO- 


cIo 
cio 
CLO 


ClO 


Independent 
CIO 


| CIO 


CIO 
CLO 
cIo 


cio 


cIo 


CIO 


AFL - 
Independent 


CIO 


| AFL... 


Prairie DuChien__| 
| Independent 


Racine _- 


CIO_. 
cr... 
i aac 


clo 











. = ,| Em- 
Spindles | Looms ployess 
— | 
| 
| 
5 RN eek See 
1, 400 | 82 150 
} 36 "100 
7, 000 | 69 | 400 
23, OVO | 490; 1,500 
i 
| | 350 
4, 500 50 
34, 000 | 288 | 895 
18, 384 | 147 | 726 
5, 168 24 200 
10. 868 80 | 750 
2, 000 | 160 
| 30 | 100 
2, 040 150 
4, 000 | 100 
10, 868 80 | 750 
i 
2,316 | 200 | 300 
! 
6, 432 100 | 250 
! 650 
13, 500 490 
: 72 | 325 
3, 360 45 | 175 
5, 292 | 24 | 160 
4, 785 86} 540 
40 | 125 
| 60 
20 75 
2, 230 | 5 130 
20 | 70 
i 50 
2, 400 66 | 150 
1) 165 
96 | 200 
1s | 50 
48 | 125 
3, 360 | 40 | 250 
| 
150 
30, 000 | 600 
165 550 
2, 550 | 100 
276 600 
4, 830 | 60 125 
2, 592 | 32 420 
8, 160 | 96 510 
7,210 72 200 
5, 000 | 75 
7, 520 | R4 500 
. 150 | 56 400 
4, 300 78 | 250 
} 
3, 635 | 46 250 
10, 480 112 400 
1, 080 | 28 100 
3, 552 | 60 | 475 
| | 
2, 544 | 30 | 125 
6, 480 | SS 300 
2, 208 | 63 | 305 
50 
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Woolen and worsted mills liquidated or out of business since Jan. 1, 1949—Con. 





| ! ! 


| 

| | | 
. > . le Em- 
Company Location Affiliation Spindles | Looms plovees 


NN $$$ $$$ ———__—. | | a 


| ! 
PACIFIC COAST STATES 


California: 
Humboldt Bay Woolen_---..........| Eureka..........--| / pilates 30 100 
Treasured Fabric, Ltd _....-| Santa Anna ‘ 75 
Worth Bros__- = Los Angeles____-_-_. > ne 120 
Oregon: Eugene Woolen Co____....---.- Eugene 80 


Norte.—Indicates either none or unknown, 


Exurs!rT B II 


Area breakdown—Woolen and worsted mills liquidated or out of business since 
Jan, 1, 1949 


Union affiliation 


Spindles Looms Employees 
Yes No 


Maine 

New Hampshire-- 
Vermont__..._- si 
Massachusetts............-... 
Rhode Island | 
Connecticut 


New England............- 
New York 


35, 5°0 
43, 200 
11, 370 
262, 448 
157, 262 
33, 400 


Pennsylvania 


Midatlantic 


=~ 
~ 


Maryland 

Virginia 

West Virginia... 

I nD ete oe chbinn 
CRs an dbs cueekbon 


-COwrS 


Southeast 


oa 





Tilinois_. 
Indiana 


| -ooo| onrco- 


California 
Oregon 





. 
o;oo 


Pacific coast 


Im | esl 2 eonnre 


| 


Geand totel.............. 











& 
s 


Mr. Witxrnson. Thank you. 
Mr. Mitts. Just briefly, since some of us have gotten in the habit 
of requesting memoranda rather than reading extended statements, 


would you give me just a bird’s-eye view of what this recommenda- 
tions is, in just a few words? 
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Mr. Wiixkrnson. The recommendation, in a nutshell, is that the 
matter of tariffs be reviewed item by item within an overriding 
criterion. 

Mr. Mrs. By the Congress? 

Mr. Wiixinson. By the Congress. That overriding criterion we 
need in the national interest. We bespeak flexibility as an essential 
to that problem, not with the idea of having fickle or mercurial 
tariffs, but that such control must remain within the sovereignty of 
the United States if it is effectively to protect itself against such 
measures as devaluation or other restrictive operations or operations 
by foreign nations. 

Mr. Mrius. Does that mean that you would have us return to 
our former practice of handling tariff matters here in the Congress? 

Mr. Witk:nson. It suggests the ultimate control of the tariff to 
Congress. We think the Tariff Commission revitalized and expanded 
is so desperately overworked. 

Mr. Mitts. You would not have us delegate that authority ¢ 

Mr. Wirxrnson. To the Tariff Commission. 

Mr. M tis. To assist us, but not to anyone else ? 

Mr. Witx:nson. That is right, 

Mr. Mitxs. Thank you, Mr. Wilkinson. 

Mr. McCarthy, of Minnesota, will inquire. 

Mr. McCarruy. Mr. Wilkinson, on page 10, you quote from a 
column by Mr. Walter Lippmann. The quotation has reference to 
his statement that our real problem is economic warfare. In your 
commentary on it, you say that—- 
the reciprocal trade agreements program is a puny instrument widely misused 
in international economic warfare in which political considerations transcend 
economic considerations. 

I got the impression, at least a general impression, from your testi- 
mony, that you thought the program was being used for political 
purposes, particularly in international politics, and that not enough 
attention was being given to economic considerations. Is it proper for 
me to conclude that you take that position in your general presentation, 
but that in this commentary you say that if we are going to conduct 
economic warfare, reciprocal trade is not a powerful enough weapon? 

Mr. Wiikrnson. It has not been ssberee fal enough to achieve any 
of the stated objectives other than the reduction of our own tarifis 
that I can recall from its inception, and on the basis of such perform- 
ance it seems to me to be a, puny instrument. 

Mr. McCarrny. Would you propose something that would be more 
effective as an instrument for conducting international economic 
warfare? 

Mr. Witxr1nson. Yes. Perhaps to call it an instrument is improper, 
but I think to maintain sovereignty over our trade policies within the 
delegated authority here in this country is a very important measure. 

Mr. McCartuy. In other words, even though its bearing on foreign 
affairs and foreign policy may be most important, you would prefer 
to have the Congress make the principal decision rather than the 
President ? 

Mr. Witxinson. As charged by the Constitution ; yes, sir. 

Mr. McCartuy. Well, the President has principal responsibility 
for the conduct of foreign affairs. 
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Mr. Wixx1nson. Not foreign commercial affairs, sir. 

Mr. McCarruy. Foreign affairs. I do not think we can make a 
very clear distinction, since international economic relations are cer- 
tainly an important part, as you say here, of the whole of foreign 
affairs and foreign relations today. 

You would not say that our international decisions should be subor- 
dinated to purely economic considerations, would you 4 

In other words, to assert the primacy of economics over the broader 
field of politics. 

Mr. Wirxinson. I think that matter is a policy determination for 
the Congress, and I do not see how the State Department can be or 
should be expected to be any more helpful than the Congress in such 
things. We have the same objective. The two would have the same 
objective. 

Mr. McCarruy. In your opinion, is the reciprocal trade program 
ineffective and a puny instrument, as you said, for the conduct of 
international economic warfare ? 

Mr. Witxrnson. For the elimination of it, sir. 

Mr. McCarruy (reading) : 


* * * widely misused in international economic warfare. 


Mr. Wixtkrnson. Yes. It has been absolutely puny from our point 
of view. We have entered into these tariff negotiations. Immedi- 
ately afterward, in many cases, the foreign nations by import quotas, 
restrictions of all kinds, negate all the advantages that have been 
alleged to be gained by the treaty agreements. 

Mr. McCartuy. Do you think the economic policy should be a part 


of this international warfare? Should it be taken into account in our 
international relations in conducting international political warfare, 
if you want to call it that? 

Mr. Witxtnson. I do not advocate warfare of any type. 

Mr. McCartruy. We may not advocate it, but we have it, do we not? 

Mr. Witkrnson. We have had it. 

Mr. McCartuy. Yes; we have had it, and I think most of us would 
accept the fact that the matter of our international economic policy 
now has some bearing upon our general political conflict in the inter- 
national field. Is it your position that we should not use economic 
means in this conflict ? 

Mr. Wiixtnson. I do not understand the question. 

Mr. McCarrny. We are in disagreement with the Russians, for ex- 
ample, and the Chinese Communists. Is it your position that we 
should not take into account and use economic means and methods in 
trying to improve our position in international affairs, to strengthen 
our allies, and to weaken our enemies, actual or potential ? 

Mr. Witkinson. I think you have put your finger on it there, actual 
or theoretical. 

Mr. McCartuy. Either way. Should we not use economic means? 

Mr. Witxinson. Let me put it to you this way: If it is your belief 
that we should use economic power to influence our enemies, actual or 
theoretical, it is most important that we retain that decision within our 
own hands rather than hand it over to an international organization. 

Mr. McCarrny. That is all right. The reciprocal trade program, 
in itself, is not an international organization or institution. 
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Mr. Wivxrinson. However, H. R. 1 very likely will lead to that. 

Mr. McCarruy. You think it might do that. My next question is 
this: If you will agree that we might possibly use economic force in 
this confliet—— 

Mr. Wirxrnson. I can see circumstances where Congress would 
consider it wise to use economic pressure. 

Mr. McCarruy. All right. Then you say that the reciprocal trade 
agreements program is a puny instrument widely misused. What do 
you propose as an effective instrument? Or is your whole criticism 
criticism of the administration of the reciprocal trade agreements 
program / 

Mr. Witxrnson. Our criticism is of the trade agreements program. 
The word “reciprocal” does not belong in there. It is not in the law. 
The trade agreements program has achieved none of the goals set forth 
or claimed to be achieved by its proponents for 20 years. How you 
can call anything that had such a ee performance record as that any- 
thing but puny, I do not know. 

Mr. McCarruy. What do you propose, then, as a more effective 
means for conducting international economic warfare if you are going 
to allow that we may have to cotduet that kind of warfare / 

Mr. Wiix1nson. I think the decisions in economic warfare if, when, 
and as they must be made are decisions to be made by the Congress 
on the basis of the then prevailing facts, and I submit it is extremely 
important that the Congress reserve unto itself the right to make those 
decisions without falling into the charge of breach of faith with for- 
eign nations. 

Mr. McCarruy. Having the Ways and Means Committee meet on 
these questions and make the decision in each particular case ¢ 

Mr. Wiitkinson. Have Congress act in accordance with its normal 
procedures. 

Mr. McCarruy. Thank you. 

Mr. Minis. Thank you, Mr. Wilkinson. 

The next witness is Mr. Steele Winterer. Come forward, Mr. 
Winterer, and give your name, address, and the capacity in which you 
appear, for the benefit of the record. 


STATEMENT OF STEELE L. WINTERER, PRESIDENT OF A. & M. 
KARAGHEUSIAN, INC., REPRESENTING THE CARPET INSTITUTE, 
INC. 


Mr. Wrinterer. My name is Steele L. Winterer. I am president of 
A. & M. Karagheusian, and I appear on behalf of the Carpet In- 
stitute, Inc. 

Mr. Minis. You may proceed. 

Mr. Kran. Mr. Chairman, may I say offhand this is a constituent 
of mine. 

Mr. Mitis. We welcome you to the committee. 

Mr. Winterer. Thank you. 

Mr. Chairman and members of the committee, I am here today rep- 
resenting the Carpet Institute, Inc., and as a representative of the 
American carpet industry, which directly employs some 30,000 Ameri- 
can workmen, indirectly furnishes employment to other thousands and 
provides a market for American dye-stuffs, cotton, man-made fibers, 
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and machinery. We also aid foreign tradé by substantial importation 
of carpet wools and jute. 

First, gentlemen, I believe that a brief outline of the condition of 
our industry today, our products, and market, will better enable you 
to understand our position which is in opposition to the possible reduc- 
tion of tariff on machine-made carpets in the event that H. R. 1 is 
passed in its present form. 

The woven carpet industry in the United States, which is an inte- 
gral part of the American textile industry, is highly competitive, and 
in its efforts to bring to the consumer more and satisfactory carpets 
at lower and lower prices has been undergoing a revolution in its proc- 
esses and methods. American carpet manufacturers, in making post- 
war improvements to meet changing conditions, have invested in ex- 
cess of $300 million in their plants. Some of the major carpet manu- 
facturers—even though modernized—have suffered losses during the 
past few years. These operating results have occurred despite ex- 
tensive and costly efforts by all woven carpet manufacturers since 
the close of World War II to increase the market for their products, 
to meet consumer preference for new weaves and styles with new 
equipment, improved efficiencies and productivity. 

Many other consumer products are today competing for the con- 
sumer’s dollar. In addition, imports of machine-made carpets have 
taken over an ever-increasing share of the available carpet market. 

Despite the fact that today we are not a healthy, prosperous indus- 
try, we are, however, an aggressive fighting industry doing every- 
thing in our power to meet the demands for adjustment. We are 
attempting to strengthen our respective market positions and making 
every effort to continue to provide steadier employment for our 30,000 
people. 

This year, the American carpet manufacturers, through their trade 
association, the Carpet Institute, are spending $114 million to promote 
institutionally the sale of soft floor coverings. This campaign beune- 
fits not only the American manufacturer, but its foreign competitors 
who bear none of the cost. 

American rug and carpet producers contribute substantially to 
the balance of trade by their purchases of raw materials abroad. 
Wool purchases alone have averaged $100 million a year over the past 
5 years in a $400-million-a-year industry. These purchases do not 
hurt the domestic-wool industry since domestic wool is too fine and 
too soft for carpet use. The American carpet industry uses large 
amounts of imported jute and jute yarn. These purchases also create 
substantial dollar balances abroad, To the extent that machine-made 
carpet imports would displace American production, these imports 
of wool and jute are reduced and dollar credits lost in the countries 
which export these products. 

Our carpet wool and jute come principally from Iran, Iraq, Syria, 
Egypt, Argentina, New Zealand, Scotland, Portugal, India, and 
Pakistan. Machine-made carpets are imported principally from 
Belgium, Italy, Germany, and Great Britain, with Belgium account- 
ing for over 70 percent of the total. In practical application, imports 
of machine-made carpets mean a shift of dollar credits from the 
carpet-wool producing countries of Iran, Iraq, Syria, Egypt, Argen- 
tina, New Zealand, Scotland, India, Portugal, and Pakistan to carpet- 
producing countries, primarily Belgium. 
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The economic structure of many small towns and the surrounding 
countryside is tied closely to the healthy functioning of the carpet 
industry. Entire communities are affected. The majority of the 
Nation’s carpet mills are located in small towns, such as Glasgow, 
Va.; Bloomsburg, Pa.; Amserdam, N. Y.; Framingham, Mass.; Free- 
hold, N. J.; Thompsonville, Conn. Local trade depends upon spend- 
ing by American carpet workers in thse areas. When production is 
cut back, local merchants, industry, and professional people are 
among those who feel the pinch. 

From time to time suggestions are made that small industries, such 
as the carpet industry, can be sacrificed in the interests of international 
trade and that their functions be transferred to low-wage countries. 
Suggestions of this type do not take into consideration the daily lives 
and the feelings of the workers involved in those countries, as well 
as the economic life of the communities in which these industries are 
situated. It is further suggested that the workers can be retrained 
and shifted elsewhere. I believe that any unnecessary and useless 
sacrifice of an industry is contrary to the traditions and spirit and 
best interests of the American people. 

Perhaps the carpet industry does not seem one that is essential in 
the Nation’s defense. However, in two world wars and the Korean 
conflict it proved to be a very needed source for large amounts of 
duck, blankets, as well as flame throwers, parachutes, and other equip- 
ment. The was materials produced by the carpet industry in World 
War IT amounted to more than $330 million. 

Machine-made carpets from abroad utilize the same machinery and 
technoloby as the American product. American siyling is copied 
to the last detail. The American product has no opportunity to 
establish any distinction of style or manufacture. Its principal ap- 
peal to the consumer is that it carries the brand name of a manufac- 
turer who has a responsibility for performance and satisfaction. The 
foreign manufacturer has no such respnosibdility placed on him. He 
can produce without any continuing responsibility to the consumer 
as to produce because his product is in almost every instance sold 
without identification other than the fact that it is imported. Ac- 
tually retail advertising is constantly telling the consumer that im- 
ported carpets are superior and available for far less money. 

We have instances where samples of new styles introduced by Ameri- 
can manufacturers are shipped to Belgium and copied and returned 
to this country in a matter of weeks. The copy is sold at a lower price 
and enjoys the umbrella of expenditures for advertising and promotion 
by United States manufacturers. Whether we like it or not we are 
paying the styling costs for foreign producers who sell in the American 
market. 

There is a widely held notion that American carpet producers have 
an advantage over foreign manufacturers in technical efficiency. This 
is far from true. Foreign rugs and carpets are being produced on 
modern 12-, 15-, and 18-foot looms, many of which were bought in the 
United States through funds supplied by our foreign-aid programs. 
American foreign aid has helped to multiply our foreign competition. 

The tufting machine is the most recent: American: development in 
the field of soft floor coverings. This method, and the carpets and 
rugs produced with it represent a culmination of effort by domestic 
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manufacturers to produce good quality carpets at lower cost to the 
consumer. Although large-scale production from tufting machines 
has been under way in this country for the last 3 or 4 years, American 
manufacturers of the equipment tell us that they have had specific 
inquiries from European manufacturers who wish to get into produc- 
tion and are eyeing the American market with envy. This new 
machinery in the hands of foreign carpet manufacturers, coupled with 
their low wage rates, will enable them to undersell anything we can 
produce in the United States. The carpet industry has modernized 
and developed new equipment, new techniques, and has aggressively 
sought to develop suka market, and today it is being subjected 
to an ever-growing flow of imported carpets from abroad produced 
on identical machinery with labor costs one-quarter of the wages paid 
to the American carpet worker. 

I understand that the average hourly wage paid to industrial work- 
ers in Belgium is 48 cents. This compares with American carpet work- 
ers’ average hourly earnings of $1.72 per hour exclusive of other fringe 
benefits. When you reduce it to its simple terms, foreign producers 
are armed with a tremendous advantage of lower labor costs and are 
equipped with the same machinery and techniques as the American 
producers are. They have a further advantage of not being burdened 
with market development costs and styling costs. Armed with these 
advantages they have made successful inroads into the American 
market which will continue to increase year by year as their distribu- 
tion channels improve in this country. For each yard of carpet 
imported 1 hour is lost to an American worker. Foreign machine- 
made carpets are entering the country at the rate of 3 million square 
yards a year. This loss of work in 1954 meant 2 weeks for every 
American worker. 

The present tariff of 25 percent is no barrier to imports of machine- 
made carpet. I would ask you to step into any Washington depart- 
ment store to verify this fact, as well as the inability to distinguish 
between the American and imported product. Tariffs have already 
been cut from 60 percent ad valorem in 1930 to 25 percent in 1951—a 
reduction of 58.3 percent. 

We do not feel that it is in the best interests of the people employed 
in our mills, or the best interests of the American people, to bring 
about any further reductions in carpet tariffs. We are mindful of 
our international responsibilities and we accept the principle that 
carpet manufacturers located in friendly nations should have access 
on even terms to the American market. We feel they have this 
access on better than even terms today and we should not be asked to 
abandon the market to them. 

We firmly believe that carpet manufactured abroad should carry 
enough duty to offset the lower labor costs. The steady increase in 
imports of carpets into this country compared to domestic production 
proves that the present tariff is working in the favor of the foreign 
producer. Since 1946 the annual growth of machine-made imports 
has averaged 26 percent per year, which far outstrips domestic pro- 
duction, which has declined 124 percent a year in the same period. 

We are opposed to further reductions in the tariff on machine-made 
carpets and believe that H. R. 1 should not be enacted without adding 
safeguards that would permit American manufacturers to meet im- 
ported products on even terms in the American market. 
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Mr. Mus. Mr. Winterer, we appreciate your appearance and the 
information given the committee. Mr. Reed will inquire. 

Mr. Reep. I believe that considering the wool manufacturers, all 
of them, not carpets alone, the imports in 1953 were $98,122,000, and 
the exports in 1953 were $8,200,000, ten times the exports. Is that 
about right ? 

Mr. Winterer. Mr. Reed, the American carpet manufacturer is in 
no position to compete in world markets at all. He is not an exporter. 
We do not export any carpets. It is possible a few hundred yards 
might go into Canada or something like that, or into Mexico, but we 
are totally unable to compete in the world markets, so we are on the 
receiving end, not the shipping end. 

Mr. Reep. Thank you very much. 

Mr: Muss. Mr. Kean will inquire. 

Mr. Kran. How much of the business in the machine carpet industry 
is the American-made carpet and how much of it is the imported 
carpet? What is the percentage? 

Mr. Wrinterer. The import of machine-made carpet is now about 
5 percent. It has risen steadily, 1 percent, 114 percent, 2 percent. 
Last year it reached about 5 percent. However, that does not tell 
the entire story. That is a total. For example, my particular com- 
pany is largely a Jacquard producer, a Wilton producer, and at the 
present time the Wilton imports total in excess of 10 percent, and 
it is a steadily growing problem. 

I would like, just for a moment, in answer to that question, to quote 
from a Friday, January 28, 1955, issue of Retailing Daily, which is 
a trade paper in our field. They say: 

Imported carpet has been given a decided promotional boost among New 
York department stores during the past few weeks. Evidence of this is mirrored 
in ads alone. Altman’s and Bloomingdale’s recently have given strong emphasis 
to wool qualities at such and such prices. Abraham and Straus, in Brooklyn, this 
week plugged imported wool felt for $10.95. Gimbel’s, Macy’s and Stern’s 
have devoted earlier promotions— 
and so forth. 

The great department stores of the country have developed a grow- 
ing alenaiaaas for imported carpets, and that was part of my refer- 
ence to the fact that as they develop their distribution channels in this 
country the present tariff is no barrier, and if I should appear 
again in a couple of years from now, I am sure we would be talking 
about 10 percent instead of 5 percent with the present tariff, sir. 

Mr. Kran. As you say, you go in the store and the salesman will 
immediately say that it is an imported carpet or an imported rug as 
if it were something the people should buy for that reason. 

Mr. Wrvrerer. There is a certain amount of sanctity about it. It 
puts a certain amount of sanctity about it, Mr. Kean, that is under- 
standable to an American manufacturer. 

Mr. Kran. I suppose it all goes back to the fact that those very, 
very fine Persian rugs in the old days could only be gotten abroad. 

Mr. Winterer. That could well be, sir. 

Mr. Kran. One more question. Prior to the war days, back in 
1936 and 1937, and so forth, was that business coming from abroad 
larger or about the same? 

Mr. Winrerer. It was considerably smaller. You have had a sud- 
den development, particularly in Belgium, where after the war we 
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shipped new carpet looms, and so on, and they have built some very 
sizable factories. You have another development in Italy, where a 
new factory will shortly go into production, and they are going all- 
out for the world markets. It is a growing development in Western 
Europe. 

Mr. Mitazs. Mr. Harrison will inquire, Mr. Winterer. 

Mr. Harrison. Mr. Winterer, what is the dollar value of the 3 mil- 
lion square yards a year that are imported? On page 6, you say that 
the imports are now 3 million square yards a year. 

Mr. Winterer. I do not happen to have that figure exactly. I 
would rough it in at about $5 a yard, sir. I am speaking off the cuff 
on that. 

Mr. Harrison. About $15 million in an industry that is about three- 
hundred-and-some-million-dollar industry ¢ 

Mr. Winterer. Close to $400 million; $15 million to $20 million, 
I would guess. 

Mr. Harrison. I have some figures here that were given me. In 
1950 the ratio of imports to estimated production was 2.1 percent; 
in 1951, 3.2 percent; in 1952, 4.1 percent; and, in 1953, 4.9 percent. 
That increase seems to date and coincide with the reduction of tariffs 
that were made in 1951; is that correct ? 

Mr. Wrinterer. Yes, sir. 

Mr. Harrison. Sixty percent to 25 percent. 

Mr. Wiwnrerer. I believe I am now ouktive at the same table, per- 
haps. You started, sir, at 1946? 

Mr. Harrison, 1950 at 2.1 percent. 

Mr. Wrinterer. That is right, sir. 

Mr. Harrison. And each year it went up. 

Mr. Wrnterer. Steadily upward. 

Mr. Harrison. Until the latest available figures for 1953 were 4.9 
percent; is that correct? 

Mr. Winterer. That is right. 

Mr. Harrison. There was a substantial reduction in tariffs in 1951; 
is that correct? 

Mr. Wrnterer. That is right, sir. 

Mr. Harrison. Therefore, your troubles seem to coincide with that 
1951 reduction; is that correct ? 

Mr. Wrinterer. That is right, sir. 

Mr. Harrison. Have you applied the escape clause? Have you done 
anything about that? 

Mr. Wrnterrr. No, we have not. If you ask my personal opinion 
as to where tariffs should be, I would estimate the fair thing today 
would be 30 percent. 

Mr. Harrison. At 30 percent. 

Mr. Wrnverer. However, I would be perfectly willing to operate 
under the present tariff level of 25 percent and see what happens. I 
think that the European end will take over an increasing share of 
the market, but where my utter fear comes in and sleepless nights is 
the horror at the thought that it could go below 25 percent. I think 
the right level is 30 percent. 

Mr. Harrison. It is not so low, however, that up to now you have 
applied for relief under the escape clause; is that correct ? 

Mr. Wrinrerer. No, sir; that is correct, sir. 
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Mr. Harrison. You fear that the peril point would not protect you 
in case of legislation providing negotiations in case this bill is enacted ¢ 
Mr. Wrinterer. Mr. Harrison, I think that under an arrangement of 
that kind some of us would be among the missing before it ever were 
applied. 
. fr. Harrison. I am not talking about the escape clause now, I am 
talking about the peril point. 

Mr. Wrnrerer. I am not entirely clear as to how the peril point 
works. I presume you establish a level at which there is danger. 

Mr. Harrison. The difference, as I understand it—I am not too 
clear myself and maybe we can work this out together—is that the 
“no contract entered into without express approval” is that it is below 
the peril point; is that not correct? 

Mr. Miuis. Are you asking the witness? 

Mr. Harrison. I am asking you. 

Mr. Miis. Yes. 

Mr. Wrnterer. I presume that under that you would say that 25 
percent is the peril point. I think this is a thing that must be borne 
in mind in a lot of these proposals: that the full-range effect of the 
last reductions have not been found or tested. Before we have given 
the foreign manufacturer an opportunity to really try his wings under 
the last reductions there are proposals before you gentlemen to make 
further reductions. That is what it amounts to. 

Mr. Harrison. However, this bill continues the provisions as to the 
peril point, does it not, which, it seems to me, would protect you 
against further reductions in the situation that you have outlined in 
this statement ? 

Mr. Wrinrerer. If the peril: point were set at 25 percent, I would 
aecept this. 

Mr. Harrison. In other words, there cannot be any doubt, can 
there, that since 1951 the carpet industry has been in trouble? 

Mr. Wrnterer. There is no question about that. 

Mr. Harrison. A number of them have passed their dividends. 
Stocks have gone down. Is that correct? 

Mr. Wrinrerer. That is right. 

Mr. Harrison. And that coincides with the increase in foreign com- 
petition and a reduction in the tariff made in 1951. 

Mr. Winterer. That is right, sir. 

Mr. Harrison. What I am trying to get at is whether or not this 
legislation is calculated to hurt you, and it seems to me if it contains 
these provisions it would not. 

Mr. Wrinterer. Under this legislation, as I understand it, sir, the 
State Department or the executive branch would have the privilege 
of reducing the 25 percent by 114 percent the first year and 1 and 
a fraction percent again the second year, and 1 and a fraction percent 
again the third year, so that the 25 percent would become rough! 
21 point something or 22 percent. That might seem like a very small 
amount and a very unimportant thing to people who would theorize, 
but I contend that we are at the b-called, peril point, if you wish a 
definition, and that the full effect of the present 25 percent rate, which 
was dropped from 30 percent, has yet to be felt. You may have a 
market open to you, but you still have to go out and sell it, and our 
Belgian friends and our Italian friends are getting the feel of this 
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American market. We are very helpful to them. We are styling 
their merchandise for them. As they pick our styles and our qualities 
and sell them for lower prices around the country, their business is 
going to expand. 

Mr. Harrison. As I understand your position, you have no fear of 
this legislation, provided you have an Saeeenty for a fair hearing 
on the question of any further reductions 

Mr. WrntTerRER. I would have to answer that yes, that if one could 
be assured of a fair hearing and the people who are empowered to 
handle it would consider the consequences, who would be also inter- 
ested in the welfare of the economy in this country as well as the 
economy, we will say, of Belgium—I mean just as seriously interested 
in this one—the answer is yes. 

Mr. Mitts. Mr. Sadlak, of Connecticut, will inquire. 

Mr. Sapiak. I just wanted to make this observation. I had made 
a few notations of the difficulties in connection with my understanding 
of this picture of rugs and carpets, but Mr. Reed, Mr. Kean, and Mr. 
Harrison have received answers from you that I sought. However, 
1 want to make this further observation: that in the statement which 
vou made here, Mr. Winterer, you relate that new American carpets 
make an appearance in New York and then they go over to Belgium, 
and then in very short time they are back here in the United States. 
I am reminded of the case that was made by the hat industry in my 
own personal appearance before the Tariff Commission back in the 
first exception under GATT, wherein the hat industry brought the 
information to me that they would put a new model hat in a Fifth 
Avenue store in New York, and lo and behold, that hat would be 
packed away in an airplane, taken over to Czechoslovakia, and within 
a week or 10 days like hats were being sold in the United States at 
less cost, seriously injuring the hat industry in the United States. 

I think we have another example here, not of flying hats, but of 
flying carpets and rugs. I was tremendously interested to learn in 
reply to a question by Mr. Harrison when your real difficulty and the 
difficulty of the carpet and the rug industry began. I think you have 
pinpointed it back to 1951 when the tariffs were reduced down to 
the 25 percent level. 

Mr. Winterer. That is right, sir. 

Mr. Reep. I would like to ask one question, if I may. 

Mr. Mrs. Mr. Reed. 

Mr. Reep. You have made no application under the escape clause, 
have you? 

Mr. Wrinterer. No, sir, we have not. 

Mr. Reep. I would not advise you to, not because the facts are 
against you, but I do not think you would get anywhere. 

Mr. Wrinterer. Thank you very much. 

Mr. Mis. Mr. Kean. 

Mr. Kran. Your carpets are not on the list for the Japanese agree- 
ments. Therefore, that is why you have not been called before the 
the committee to testify as to peril point. If they wanted to reduce 
it further under the provisions of H. R. 1, if it passes, then you would 
have the opportunity to discuss the question of peril point before the 
committee. 

Mr. Mitts. We thank you, Mr. Winterer, for your appearance and 
testimony given this committee. 
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Mr. Wrnterer. Thank you for the opportunity. 

Mr. Mitis. The next witness is Mr. J. M. Jones. Mr. Jones, please 
come forward, and state your name, and your address, and the 
capacity in which you appear, for the benefit of the record. 


STATEMENT OF J. M. JONES, EXECUTIVE SECRETARY OF THE 
NATIONAL WOOL GROWERS ASSOCIATION, SALT LAKE CITY, 
UTAH 


Mr. Jones. My nameis J. M. Jones. I am secretary of the National 
Wool Growers Association with headquarters in Salt Lake City, Utah. 

Mr. Minis. You are recognized, Mr. Jones. 

Mr. Jones. Thank you, sir. 

The wool growers appreciate the opportunity to present their 
position relative to the extension of the Trade Agreements Act, as 
proposed in H. R. 1, ist session, 84th Congress. 

The National Wool Growers Association is the oldest national live- 
stock organization in the United States. It was formed December 
12, 1865, at Syracuse, N. Y.— 
to secure for the business of wool growing equal encouragement and protection 
with other great industrial interests of our country. 

Specifically, the National Wool Growers Association was set up so 
that the wool industry would receive proper recognition from the 
United States Revenue Commission which was established under an 
act signed by President Lincoln on March 3, 1865. Tariff was to be 
one of its major considerations. Sheep-raising has been a basic agri- 
cultural commodity of the United States since Colonial days. With 
the expansion of the territory of our country, its greatest production 
moved to the areas of the West where it is now established as a basic 
agricultural enterprise utilizing an important natural resource which 
can be harvested in no other manner. 

At present, 12 strong State associations are directly affiliated with 
the national association as members: Arizona, California, Colorado, 
idaho, Montana, Nevada, Oregon, South Dakota, Texas, Utah, Wash- 
ington, and Wyoming. The sheep population in the area of these 
States was 63 percent of the total United States sheep numbers in 
1954 and the shorn wool production was 66 percent of that of the 
entire country. The National Wool Growers Association attempts 
to speak for the sheepmen of the United States. 

The National Wool Growers Association has opposed the Trade 
Agreement Act since its inception in 1934 and we are opposed to its 
extension through H. R. 1. We opposed the executive branch of the 
Government having the authority to enter into these agreements be- 
cause the act has never given sufficient protection to domestic industry. 
The propaganda terminology of “reciprocal” trade agreements had no 
actual fact in law and has not been a true reciprocal agreement be- 
tween two countries, but has thrown open the trade gates of the 
United States to nearly all foreign producers, without resulting bene- 
fit to the United States. History has proven that this position of 
opposition is sound, not only from our own self-interest, but also 
from the standpoint of the national security and the economic welfare 
of this country. 
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On January 1, 1935, when the Trade Agreements Act went into 
effect, stock sheep numbers in the United States were 46,100,000 head. 
On January 1, 1954 (the latest available figure) stock sheep numbers 
had declined to 26,905,000 head; shorn wool production declined from 
361,500,000 pounds to 229,371,000 pounds, a decline of 132 million 
pounds or in excess of 39 percent. A further decline in our opinion 
will be shown for 1954. 

At the 90th annual convention held 2 months ago, December 6-9, 
1954, in Salt Lake City, this association reaffirmed its stand on tariff 
matters, and said in part: 

We favor an adequate tariff on raw wool and also an adequate tariff on 
manufacture of wool and we will not, insofar as possible, permit a reduction in 
the duty on raw wool. 

With respect to the discussion which was had before this committee 
concerning the composition of the Nationwide Committee of Industry, 
Agriculture, and Labor on Import-Export Policy, the National Wool 
Growers Association is a charter member of this organization. We 
are at the present time a member in good standing. We have par- 
ticipated in its meetings and endorse the position and policy of the 
organization as ably presented by Mr. O. R. Strackbein before this 
committee on January 27. 

We would like to emphasize even more strongly that the wool grow- 
ers oppose the continual granting by the Congress of the authority 
and responsibility on tariff matters to the Executive. We believe the 
Congress, under the Constitution, must exercise those powers and be 
responsible to the American people through direct elective vote. We 
are very much concerned from that standpoint over the broad grant- 
ing of power lodged in the executive branch of the Government under 
the proposals contained in H. R. 1. 

The passage of the National Wool Act of 1954 by the Congress 
emphasized the necessity for the return to a sound basis for regulation 
of international trade. Wool, recognized by the Congress and the 
Executive as an essential and strategic commodity, was faced with 
extinction under continuation of the trade policies under the present 
Trade Agreements Act even with a Government-loan program in effect. 
The Wool Act was recognized by our industry as a stopgap measure 
of a compromise nature. Complicated international tie predi- 
cated primarily upon the situation in the Pacific, led the Executive 
to believe that they could not give adequate tariff protection to the 
industry. 

Permit me to say right here that the woolgrowers are highly appre- 
ciative of the consideration given the industry by the Congress and 
President Eisenhower in the passage of this measure which we hope 
will encourage increased production of wool in accordance with the 
following (sec. 702 of the National Wool Act of 1954, in part) : 

It is hereby declared to be the policy of Congress, as a measure of national 
security and in promotion of the general economic welfare, to encourage the 
annual domestic production of approximately 300 million pounds of shorn wool, 
grease basis, at prices fair to both producers and consumers in a manner which 
will have the least adverse effects upon foreign trade. 

The wool industry accepted this compromise as the best possible 
solution for the time being after 2 unsuccessful attempts by means 
of section 22 action, within an 18-month period, to protect the Gov- 
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ernment wool support program from being injured by foreign wool 
imports. 

it was made clear by our association president in a conference last 
spring with President Eisenhower that the wool bill was not con- 
sidered by the industry to be the long-range solution of its problem. 

The position of the industry was further made clear to the com- 
mittees of Congress when hearings were held on the National Wool 
Act of 1954 by the following statement : 

* * * our attempts, as American producers, to solve our other problems of 
production have been to no avail in face of this importation of foreign wool at 
prices below the American cost of production. As a result, more than 40 percent 
of our wool-producing ewes have been sent to the slaughterhouse. 

The wool growers have not changed their minds or their position as to a 
proper long-range solution to this problem. We believe in the imposition of a 
fair and reasonable tariff on a flexible basis. Such a flexible tariff could adjust 
itself to world conditions, lower foreign labor costs or manipulations of controlled 
currencies by foreign governments * * * (Senate, Feb. 19, 1954, on S. 2911, 
p. 44; and House, Mar. 4 and 5, 1954, on H. R. 7775, p. 50). 

We feel that Congress shared our view to some extent that this was 
no permanent solution to the problems of an industry beset by over- 
whelming low-cost imports because of the limitations they placed in 
the act. To cite just two of these: (1) the act is limited to 4 years’ 
duration which is a short period of time considering the type of indus- 
try and the high investment required; and (2) the funds available 
to carry out the intent of Congress are limited to 70 percent of the 
specific duties collected on foreign wool imports. Should for some 
reason or another, duties be further reduced on wool imports, the 
National Wool Act of 1954 could not possibly operate in achieving 
the goal provided in the act. 

We again express our appreciation to the Congress for giving us the 
relief contained in the National Wool Act. However, we call to your 
attention that the time limit contained in the act is less than the life 
of any ewe we raise. 

We, therefore, as an industry must work for a permanent solution 
tothe problem. Further, interest of woolgrowers in this Trade Agree- 
ments Act was explained to this committee on April 29, 1953, when 
the question of extension of a much more limited Trade Agreements 
Act was under consideration. I said: 


The American woolgrower is vitally interested in the welfare of the American 
textile industry because the domestic manufacturer is the domestic growers’ only 
customer and this is further displacement of the American woolgrower’s market. 

This statement is equally true today. In fact, its importance is 
more pronounced because products made of wool have been listed as 
items for concession in the pending trade negotiations. For example, 
wool blankets are listed. eee 25 percent of the wool production of 
the United States meets the necessary specifications for wool blankets. 

It can readily be seen that tariff reductions on manufactured goods 
not only injures the position of labor and capital in the textile manu- 
facturing field, but reduces the market for domestic wool. Therefore, 
if for no other reason, it would be necessary to oppose extension of the 
Trade Agreements Act. 

A table is attached which might be of interest to the committee, 
showing the imports and exports of merchandise to the United States. 
For example, to point out a situation or two: In the case of wool, the 
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value of imports for 1953 amounted to $295,439,000; exports, $3,133,- 
000. The 1952 import-export relation is even more extreme: $382,- 
211,000 in imports; only $79,000 in exports. Grains and preparations 
show the value of imports to be $169,285,000; exports, $1,059,155,000. 
For cotton the value of imports in 1953 amounted to $42,077,000; ex- 
ports, $521,305,000. As can be seen, wool imports provide foreign 
countries with far more American dollars than do the great farm prod- 
ucts of grain and cotton. A first glance it might appear that pro- 
ducers of grain and cotton are far more efficient in production than 
their foreign competitors and that the reverse is true in the case of 
wool producers. But this is an untrue interpretation of the facts 
behind the figures. As has been pointed out before, both grain, par- 
ticularly wheat, and cotton have very strict import quotas on competi- 
tive commodities whereas the tariff on wool is far from adequate. 

Frankly, I cannot become too concerned over the “bleeding” that 
is done by some of these protected groups for “freer trade”—my ques- 
tion is: “Are they doing their part to balance trade, or are the insuf- 
ficiently protected commodities of which wool is one, expected to 
varry the full burden?” 

It therefore can be assumed, and I think correctly, that the question 
of whether one group is for “freer trade” or not depends on that 
group’s self-interest and present position. We are not opposed to 
adequate protection for wheat and cotton and like commodities either 
by tariff or quota, whichever accomplishes the desired result of pro- 
tecting a domestic industry. It 1s the duty of the Congress to deter- 
mine the good for all in this regard. Only in this way, we can obtain 
equality of opportunity for American agriculture, industry, and labor. 

In the interest of time and because the Nationwide Committee of 
Industry, Agriculture, and Labor on Import-Export Policy has clearly 
expressed the position of our industry more ably than I could, there 
has been no effort made to discuss the details of H. R. 1. 

It is our opinion that we can develop an equitable foreign trade 
with a tariff system (including quotas) that is just, fair, and balanced 
with an impartial method of equalizing elements of foreign and do- 
mestic costs which are beyond the control of the American producer 
and worker, such as taxes, living standards, low foreign wages, and 
foreign government subsidies, 

It 1s our opinion that H. R. 864 and H. R. 2807 would accomplish 
the objective and it is our considered opinion that H. R. 1 will not. 

It is our further feeling that the tariff and trade policies of the 
United States are so important to our economy that it should have a 
full debate in the Congress. We earnestly urge that this committee 
request an “open rule” for discussion of any measure which it recom- 
mends to the House of Representatives. 

Thank you. 

Mr. Mitis. That completes your statement. I notice you have a 
table appended to your statement. 

Mr. Jones. May I have that inserted ? 

Mr. Mixis. Without objection, it will be included in the record. 

(The table referred to follows :) 
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Imports and exports of merchandise to United States 


{In thousands of dollars] 
1953 


Commodity 
Imports eon, 


Imports Exports 


| 
aif 
| 


Textile, totals ; $1, 110, 116 | $1, 536, 073 | $926,116 | $1, 167,299 


873, ! 520° 2, | 521, 305 
57, 748 | , 296 57, 407 
312, 207 | 2,6 x 271, 812 

6, 394 | , 663 | 3, 476 


Cotton, unmanufactured . 40, 028 
Cotton, semimanufactures 7, 683 | 
Cotton manufactures : 59, 268 
Jute and manufactures _----- 142, 136 | 
Flax, bemp, and ramie, and manufactures-_-__.__- 31, 868 3, 598 | 36, 862 | 3, 590 
Other vegetable fiber and manufactures --___- . 141, 408 1, 233 92, , 479 
Wool, including mohair, etc., unmanufactured____. 382, 211 79 05, 4: 3, 133 
Dr ee 74, 914 9, 518 | 42, 22, 859 
WOte MeSTNOS 8 oo obs. ea Ss eel Abeei. dl 89, 739 9, 367 | 98, 2 | . 766 
Hair and manufactures 7, 033 2, 721 ' 

Silk manufactures__.............-- Z 34, 848 | 
Silk, unmanufactured _- 5 37, 383 | ja 
Manufactures of r: 1yon or other sy nthetie textiles_- 37, 604 | 205, 803 | 
Miscellaneous textile products : _ 2, 993 51, 283 


i ==: |= == 


as 165, 701 1, 482, 950° 169, 23 1, 059, 15! 


Source: Statistical Abstract of the United States, 1954, pp. 916, 918. 


2, 603 


Grains and preparations.................-.- Seam met 


Mr. Mius. We thank you very much for your appearance and the 
information given the committee. 

Are there any questions? Mr. Reed. 

Mr. Reep. Mr. Jones, in view of what the Government is doing to 
increase the production of wool, does it make sense to reduce the duties 
on wool carpets and other wool products ¢ 

Mr. Jones. It does not, Mr. Reed. That is very serious, we feel, 
because our production would not have a place to go. 

Mr. Rexp. The more wool products we import, the more we reduce 
the market for your wool; is that true? 

Mr. Jonrs. That is correct, sir. 

Mr. Reep. Thank you. You made a very fine statement. 

Mr. Mitts. -Are there any other questions ? 

We thank you, Mr. Jones. 

The next witness is Mr. J. A. Crowder. 

Come forward, Mr. Crowder. Please give your name and address 
and capacity in which you appear for the record, please. 


STATEMENT OF J. A. CROWDER, ON BEHALF OF BOSTON WOOL 
TRADE ASSOCIATION, NATIONAL WOOL@BRADE ASSOCIATION, AND 
PHILADELPHIA WOOL & TEXTILE ASSOCIATION 


Mr. Crowper. My name is J. A. Crowder. I am an attorney in the 
law offices of Clinton M. Hester, this city. I am appearing here today 
on behalf of the Boston Wool Trade Association, the National Wool 
Trade Association, and the Philadelphia Wool & Textile Association, 
for which we are Washington counsel. 

Mr. Miiis. You may have a seat and you are recognized. You may 
complete } your statement without interr uption. 

Mr. Crowper. The members of the 3 associations which I represent 
here today supply the wool-manufacturing industry of the United 
States with approximately 90 percent of the wool which it consumes. 
Our members buy wool at the ranch, sort it, classify it as to type and 
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grade, process it through the cleaning operation known as scouring, 
and perform all other services necessary to prepare the raw wool from 
the sheep’s back for use by manufacturers. In addition, some of our 
members perform the early stages of manufacture known as combing 
and topmaking, which prepare the wool for manufacture into yarn. 
The function of the wool trade is to act as a connecting link between. 
the wool grower and the wool manufacturer. We are therefore vitally 
interested in the welfare of both the wool-growing and wool-manu- 
facturing industries of this country. 

The wool trade is in complete accord with the objective of increased 
international trade. We appreciate fully the necessity for keeping 
the economies of the free nations strong and we are aware that a 
large contribution toward this end can be made by the United States 
in adjusting its trade policies to meet the realities of the present world 
situation. 

We believe, however, that it is not inconsistent with the above- 
stated general objective to urge that there do arise situations in which 
the benefit to our national interest resulting from increased imports 
may prove upon analysis to be outweighed by the necessity of preserv- 
ing and fostering certain American industries which cannot effectively 
compete against imports from abroad. One such situation, we sub- 
mit, is the case of the wool textile industry, which is situated princi- 
pally in the New England area, and to a lesser extent in the Middle 
Atlantic States. 

The essentiality of the wool textile industry to the national defense 
of the United States has been so unanimously recognized that it is 
hardly necessar} to detail here the reasons. Without this industry we 
could not have clothed, as we did, the more than 10 million uniformed 
men and women who served in our Armed Forces in World War II, 
nor those who served in Korea. 

In a time of future crisis, it would be utterly foolhardy to rely upon 
imports for the enormous textile requirements necessary to clothe 
our Armed Forces. It should be emphasized that the bulk of the wool- 
manufacturing facilities in the free world outside the United States 
is situated relatively near the Iron Curtain in Great Britain, Japan, 
and the middle European countries, and is, generally speaking, closely 
concentrated in small areas particularly susceptible to bombing at- 
tack or outright capture. 

In addition to its importance to our national defense, the wool tex- 
tile industry is an essentie&Ppart of the economy of the New England 
States. As late as 1950 the textile industry provided the people of 
New England with over 275,000 jobs. This figure does not include 
the perhaps equal number of “supporting” jobs in the service indus- 
tries and other lines of endeavor which are dependent for their exist- 
ence upon the textile industry. 

The current severe depression in the textile industry has, of course, 
greatly reduced the number of workers employed in the industry; 
but the severe dislocation to the entire New England economy eanelt: 
ing from the textile depression only serves to emphasize the impor- 
tance of this industry in the general picture. 

It would be unfair to blame all the ills of the textile industry on 
imports of competitive goods from abroad. But we submit that unfair 
import competition is indeed a major factor causing this depression. 
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Imports of wool cloth fabrics into the United States in 1953 reached 
an alltime high of approximately 25 million square yards. At the 
same time that imports of wool cloth fabrics have been increasing by 
leaps and bounds (only 9 million yards were imported in 1948), con- 
sumption of apparel wool by American manufacturers has dropped 
from 624 million pounds (scoured basis) in 1946 to 358 million pounds 
in 1953. 

The astonishing increase in the quantity of imports of wool tex- 
tiles into the United States results, we believe, from the fact that the 
ad valorem rates on textile imports—which were imposed by the 
Congress for the purpose of protecting American manufacturers from 
the lower production costs abroad, but which have been reduced under 
the trade agreements program—simply do not suflice to protect the 
American wool manufacturers from liens rates paid by their 
competitors abroad, to say nothing of the various practices strictly 
forbidden our manufacturers by our laws, such as the currency 
manipulations and incentive exchange payments which have been 
employed by foreign countries in recent years. . 

It would not be ethically, economically, or legally feasible for 
American textile manufacturers to reduce their wage rates to the 
levels prevailing abroad. In view of this we feel justified in asking 

ou gentlemen of this committee, to recommend to the Congress legis- 
ation restoring the tariff on wool textiles to the level set by the Tariff 
Act of 1930, or at least forbidding further reductions in this tariff. 

In the past 5 years in New England, several hundred wool mills 
have closed their doors; over 100,000 textile workers have lost their 
jobs. The tremendous losses, financial and otherwise, to the owners 
and employees of these mills have been staggering and have reflected 
themselves throughout the New England economy. A distinguished 
economist, Professor Seymour E. Harris of Harvard estimates, based 
on his studies, that at the present rate of attrition the New England 
textile industry will in 8 years be a thing of the past. 

At the same time, our foreign competitors have, because of our 
inadequate tariff and their low-wage rates, been able to secure an ever- 
increasing share of the American market. 

We believe, gentlemen, that this is indeed a special situation which 
merits your consideration and that to assist in its solution H. R. 1 
should be amended as we have proposed above. 

Thank you, Mr. Chairman, and members of the committee, for this 
opportunity of appearing before you today. 

Mr. Exseruarter. I would like to make a unanimous-consent re- 
quest on behalf of our colleague on the committee, Mr. Forand of 
Rhode Island. 

I want to place in the record a resolution passed by the General 
Assembly of the State of Rhode Island and Providence Plantations. 

Mr. Mit1s. Without objection, that will be inserted in the record. 

(The resolution follows:) 


H. 514—UrG1ING THE PRESIDENT OF THE UNITED STATES, THE CONGRESS OF THE 
Unrrep STATES, THE SECRETARY OF STATE OF THE UNITED STATES, AND THE TARIFF 
COMMISSION TO ENACT AND MAINTAIN TARIFF RATES ON TEXTILES, INCLUDING 
LAcE, JEWELRY AND RusBBerR Goops Imports 


Whereas textile, jewelry and rubber goods manufacturing are three of Rhode 
Island’s major industries employing over 54 percent of Rhode Island’s manu- 
facturing workers; and 
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Whereas manufacturing is the foundation of the Rhode Island economy where- 
by over one-half of the entire State’s population is directly or indirectly de- 
pendent upon such industries; and 

Whereas in all of these industries labor and labor costs are vital factors repre- 
senting about 60 percent of the value of the manufactured product; and 

Whereas such products can be and are manufactured today in many parts of 
the world, often with the aid of the latest types of American equipment; and 

Whereas the consequent threat of price competition from low-wage countries 
abroad is very real; and 

Whereas recent studies by the United States Bureau of Labor Statistics indi- 
eate the large wage differentials which place American manufacturers at a de- 
cided competitive disadvantage; and 

Whereas the Rhode Island textile industry including lace goods, represents 
about 30 percent of all manufacturing employment and a total investment of 
$300 million; and 

Whereas the jewelry industry employs about 19 percent of Rhode Island 
manufacturing workers; and 

Whereas the manufacture of rubber products represents a substantial portion 
of industry in this State; and 

Whereas this tremendous percentage of Rhode Island industrial workers 
would be forced into the ranks of the unemployed upon the closing of the mills 
and factories of this State: Now, therefore, be it 

Resolved, That the President of the United States insist on increasing and 
maintaining proper tariffs on the imports of textiles, including lace, jewelry and 
rubber goods imports; and be it further 

Resolved, That the Secretary of State of the United States enter into no agree- 
ments and make no concessions to any foreign nation which would affect adverse- 
ly the manufacture and sale of textiles, including lace, jewelry and rubber goods 
imports; and be it further 

Resolved, That the Congress of the United States and more particularly the 
Committee on Finance of the Senate and the Committee on Ways and Means of 
the House of Representatives take every legislative precaution in enacting 
proper legislation to insure the creation and maintenance of proper tariff rates 
on textiles, including lace, jewelry and rubber goods imports; and be it further 

Resolved, That duly certified copies of this resolution be transmitted forth- 
with by the secretary of state to the President of the United States, to the 
Secretary of State of the United States, to the Tariff Commission of the United 
States, to the chairman of the Senate Committee on Finance and to the chair- 
man of the Committee on Ways and Means of the House of Representatives, and 
to the Senators and Representatives from Rhode Island in the Congress of the 
United States earnestly requesting that each use his best efforts to bring about 
the enactment and maintenance of proper tariff rates on textiles, including lace, 
jewelry and rubber goods imports, to the end that the manufacture and sale of 
such goods in the United States are not jeopardized. 

I, Armand H. Cote, secretary of state of the State of Rhode Island and Provi- 
dence Plantations, hereby certify that the aforegoing is a true copy of resolution 
(H. 514) entitled “Resolution urging the Presdent of the United States, the 
Congress of the United States, the Secretary of State of the United States, 
and the Tariff Commission to enact and maintain tariff rates on textiles, includ- 
ing lace, jewelry, and rubber goods imports” taken from the records in this 
office and compared with the original resolution (H. 514) passed by the general 
assembly at the January session, A. D. 1955 and approved by the Governor on 
the 14th day of January 1955 and now remaining on file and of record in this 
office. 

In testimony whereof, I have hereunto set my hand and affixed the seal of the 
State of Rhode Island, this 19th day of January A. D. 1955. 

ARMAND H. Corr, 
Secretary of State. 


Mr. Esvernartrer. Mr. Crowder, do you happen to be familiar with 
the action taken by the Treasury Department of the United States a 
year or so ago with respect to the importation of wool from Uruguay ? 

Mr. Crowpver. I am generally familiar. 


Mr. Esernarrer. Is that order that was issued by the Treasury 
Department still in effect ? 
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Mr. Crowper. So far as I know, it is. I understand that it has 
largely remedied the situation with regard to the multiple exchange 
rates employed by Uruguay. 

Mr. Exernarter. In other words, the country of Uruguay made a 
change in their exchange rates ? 

Mr. Crowoer. I believe they modified the then existing preferential 
rate on wool top, and that, coupled with the countervailing duty, I 
think, to a large extent has eliminated that problem. 

Mr. Exsernarter. That has benefited your industry ¢ 

Mr. Crowper. Yes, indeed, it has. 

Mr. Reep. If it needs any further correction you will tell us in the 
next administration ? 

Mr. Crowper. Yes, sir. 

Mr. Mitis. We thank you again, Mr. Crowder, for your appear- 
ance and the information you have given the committee. 

Mr. Crowper. Thank you, Mr. Chairman. 

Mr. Mitts. The next witness is Miss [rene Blunt. 

Will you come forward, please, and give your name and address 
and the capacity in which you appear. 


STATEMENT OF MISS IRENE BLUNT, EXECUTIVE DIRECTOR, THE 
NATIONAL FEDERATION OF TEXTILES, INC., NEW YORK, N. Y. 


Miss Brunt. My name is Irene Blunt. I am executive director of 
the National Federation of Textiles, Inc., at 389 Fifth Avenue, New 
York. 


Mr. Muus. You may have a seat and proceed with your statement 


without interruption. 

Miss Brunt. Thank you for the opportunity of being heard. 

The National Federation of Textiles, Inc., is the trade association 
representing the textile manufacturers of the United States who use 
manmade fibers and silk in the production of their fabrics. The mem- 
bers of the federation operate 289 mills located in 15 States and in 
Puerto Rico. Of these, 129 are located in the Southern States of 
Alabama, Georgia, North and South Carolina, Tennessee, and Vir- 
ginia; 47 are located in the New England States of Connecticut, 
Maine, Massachusetts, New Hampshire, and Rhode Island; 107 are 
located in the Middle Atlantic States of New Jersey, New York, and 
Pennsylvania. The products of these mills represent 75 percent of the 
total machine (loom) capacity of the industry reported by the United 
States Bureau of Census as working on broad woven goods of man- 
made fibers and silk. 

In our branch of the industry there are approximately 100,000 work- 
ers, earning an average of $47 per week, or a total potential annual 
payroll of about $230 million. The annual value of shipments in the 
synthetics and silk broad-woven-fabrics industry from the mills is 
approximately $1.4 billion. 

The federation has, for over 80 years, been concerned with the appli- 
cation of tariff laws to the textile industry, of which it is a part. 
From its inception in 1872 as the Silk Association of America, its 
members have appeared before congressional and governmental agen- 
cies in discussions on the relationship of the American textile indus- 
try industry to its counterparts throughout the world. The textile 
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industry is more internationalized than any other, and its origins in 
this country are based on methods of textile production learned first in 
other countries. 

The enactment of the Reciprocal Trade Agreement Act in 1934 pre- 
sented a theory in international trade that was familiar to our mem- 
bers on the basis of this background. Fundamentally, however, these 
American manufacturers were opposed to a system of negotiated 
agreements on tariff controls. They supported a system of openly 
established rates of duty which applied equally to every country. 
Since that time the industry has confirmed that stand repeatedly and, 
in fact, is more strongly convinced today than before because of the 
manner in which the reciprocal trade agreement negotiations have 
worked out under the auspicies of the present program. 

Not only have the actual negotiations been conducted without con- 
sultation with industries affected but these negotiations have been 
conducted not by people qualified by experience with tariff problems, 
such as the staff of the United States Tariff Commission, or by trained 
experts in the Department of Commerce, but by diplomatic representa- 
tives of the State Department. 

At first it was impossible even to ascertain who these representa- - 
tives were to be, then it was found impossible, and still is, to know in 
advance what these representatives were to offer in the way of nego- 
tiation to induce trade. 

Furthermore, contrary to the practice among other countries, nego- 
tiations are conducted primarily by the State Department officials. 
Groups from other countries included not only their official negotia- 
tors but economic advisers and members of the industries concerned. 

In the case of silk manufactures, for example, the duty on bleached, 
printed, piece-dyed or yarn-dyed goods was reduced to 25 percent 
from 65 percent, but nothing was done about the gray goods. The 
bleached, printed, piece-dyed or yarn-dyed fabrics are finished fab- 
rics in which the value is not only in the fabric on which there is a 
high differential in the cost of weaving between the United States and 
other countries but, in addition, the cost of bleaching and dyeing fab- 
rics is also a substantial part of the price advantage of other countries. 
Compare the hourly average earnings in the cloth or weaving mills of 
Japan with those in the United States. In August 1954 the United 
States rate was $1.29 while in Japan it was 11.9 cents. Other Japa- 
nese earnings are: 

United 
States 
Japan—Average hourly earnings cents 
Textile mill pro@uct@s cs cicnincinchodds ccna nbs Aes 13.6 
Cotton and rayon staple spinning mills 
Broad-woven cotton and spun rayon cloth mills 
Silk reeling 
Apparel and related finished products 


This industry has no quarrel with the premise that there shall be a 
free flow of goods between countries of the world in order to provide 
a living for as much of the world’s population as possible. On the 
other hand, the industry feels that the aproach through the present 
program is one based not on economic practice and knowledge but on 
idealistic concepts which have not accomplished their purpose. Agree- 
ments have been entered into without an obective analysis of all con- 
ditions surrounding the flow of goods involved. 
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Are the countries concerned doing their best to reduce cost of pro- 
duction? Are they making every effort to supply their own popula- 
tion with their products at a reasonable price such as we do in the 
United States? Do these countries practice what they preach in elimi- 
nating their own complicated restrictive tariff laws? All of these facts 
should be taken into consideration before agreements are reached. 

Based on observations of the past 20 years of experience with the 
program, our first recommendation is that administration be based on 
economic rather than political considerations, and in that administra- 
tion there should be representatives of the industries and businesses 
which are most directly affected. 

The approach to the program should not be that of the world versus 
the United States, but a truly reciprocal program on a worldwide 
basis. Prior to the Trade Agreements Act we prided ourselves on 
the fact that our country opposed the restraint of competition 
epitomized by the secret trade agreements between other countries— 
agreements which brought a compounding of quotas, governmental 
subsidies in the form of dumping privileges, special currency privi- 
leges, license restrictions of various kinds, all of which were incon- 
sistent with the American idea of open competition. We deplored, 
both in Government and industry circles, the involved and politically 
dangerous practice of secret trade agreements. In the United States, 
at least, the plan of having a schedule of duties applied openly and 
arrived at by open discussion between Government and industry meant 
that anyone was free to trade with the United States on the open 
market. There were no hidden gimmicks. 

The textile industry, in particular, was conscious of the effect of 
the trade pressures of the Old World. Many of the people in it, 
especially in the silk industry, had come from countries where secret 
agreements, cartels, et cetera, were accepted practices. They came 
to the United States because it was possible to conduct business with- 
out those agreements and cartels. It was therefore with special ap- 
prehension that the members of our association saw the inception 
of the Trade Agreements Act. Events since then, a period of 20 
years, have done nothing to change this apprehension. Rather, it has 
been augmented. Take, for example, the manufacture of silk fabrics, 
as covered in schedule 12, paragraph 1205 of the Tariff Act, one 
of the products on which we are now negotiating with Japan. 

The manufacture of silk fabrics is one which especially concerns the 
older workers in the textile industry, and the smaller plants. In both 
cases elimination of their business enterprises, either as employees 
or employers, would not simply be an adjustment. It would be a 
deathblow. 

Since World War IT the manufacture of silk fabrics has been grad- 
ually rising from the zero point brought about by the nonavailability 
of raw silk during the Japanese hostilities. There has been con- 
tinued demand for silk fabrics according to market reports, but at 
prices that reflect the competition with the millions of yards of manu- 
factured fabric coming in from Japan. The traditional silk centers 
of manufacture, in particular, have felt this pressure. Many firms 
who attempted after 1945 to reenter the business have given up. There 
are still a substantial number, however, in an area of the Middle 
Atlantic States—particularly, I might mention, in the mining towns 
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that Mr. Van Zandt was referring to this morning in eastern Penn- 
sylvania—where the workers, the traditional silk weavers and op- 
erators, want to continue in that work. Their product is wanted, 
but there exists in this specialized segment of the textile industry 
the same difficulty found in the entire textile industry when foreign 
producers are encouraged to bring in their low-cost products to com- 
pete with those made by American workmen, receiving American 
wages. It is an industry of small businesses compared to industries 
like automobile and steel manufacture. The plants are in small towns, 
most frequently the only industry in the town. 

The average number of employees in the United States rayon and 
related broad-woven goods mills is 193; in New England the average 
in the field of manufacture of manmade fibers and silk fabrics is 
257 employees per establishment; in the Middle Atlantic, 73; and 
in the South, 615. And it is in the Middle Atlantic group that I am 
particularly speaking to at this moment. The silk industry in par- 
ticular is concentrated in the Middle Atlantic States where the average 
employees per establishment is the lowest. 

In an analysis of establishments by States, as provided by the 
Davison Rayon, Silk, and Synthetic Textile Directory, 1954 edition, 
the following is shown: 


| Number of Employees 
establish- | perestablish- 





ments ment 
ee SL.) . i entidds sh suelis ts Jdkdn de sae edb leabele dl sdavnin sai dad 414 257 
EE Ee aaa ee Se EE aS Se ee 1, 535 73 
Oi sd eiickinn dice divntincoudpildcddas naa tike pds coienee tes dain 719 615 





The number of people producing and selling textiles means that 
competition is keen. The product is highly affected by consumer de- 
mand. To meet that demand requires constant changing of the 
appearance of its product. Obsolescence in textile values is the high- 
est of any product except food. In such a precarious marketing con- 
dition, and because its product is bought primarily on a style and price 
appeal, the retail carmplinnt to the consumer are especially sensitive to 
the introduction of produtes which can put pressure on price demand. 

As was pointed out by Dr. Claudius Murchison, economic adviser 
to the American Cotton Manufacturers Institute, in his study, The 
Cotton Textile Industry and Foreign Economic Policy: 

A mere flurry of Japanese print cloth sales in Worth Street at prices below 


the American market paralyzed general sales activity for weeks. As a per- 
centage of American output these sales were small, but the effect on the market 


was enormous, 

This is equally true throughout the textile industry. In silk fabrics 
the fact that a fabric suitable for blouses or dresses is imported at a 
low price, even though the qaulity is not equal to the American prod- 
uct, means an immediate pressure against the price of the American 
fabric. Because of the highly competitive situation and the number 
of competitors ready to supply the market the result is immediate re- 
adjustment all along the line, regardless of costs. It is not only the 
fabric price, it is the price of the garment made of the American 
product as well. 
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Our members therefore oppose the continuation of the type of 
tariff negotiations represented by H. R. 1. We believe that further 
breakdown of the original tariff schedule by piecemeal arbitrary per- 
centage reductions will only aggravate an already aggravated situa- 
tion without regard to the overall results to the people of other coun- 
tries, 

Reference is made to section 3 (a) of H. R. 1, quoting subsection (a) 
of the Tariff Act of 1930. We believe that the regulation of “the 
admission of foreign goods into the United States should be in ac- 
cordance with the characteristics and needs of the various branches 
of American production,” as mentioned. We do not believe that those 
“branches of American production” who want to expand their foreign 
markets should be encouraged to do so at the expense of other branches 
whose primary objective is supplying our American people with 
a plentiful supply of their primary needs, that is, textiles. 

Ve believe that in order to establish the facts and make a fair de- 
cision on making foreign markets available to American producers 
and affording “corresponding market opportunities for foreign prod- 
ucts” foreign trade agreements should be placed in the hands of an 
agency which will consider and understand the economic effects which 
will consider and understand the economic effects of such agreements 
on all industries concerned as well as their international political 
effect, and that such agency shall be similar to other agencies such as 
the United States Tariff Commission, the Interstate Commerce Com- 
mission and others, rather than a subdivision of the State Department. 

We believe also that such negotiations shall be openly discussed and 
that they shall affect only relationships between the countries which 
are announced as concerned. We believe that any program for im- 
proving world trade must consider, first, the maintenance of a healthy 
American economy ; then provide for importing supplies of such com- 
modities which that economy is not supplied by American production ; 
and, finally, provide for the foreign marketing opportunities of that 
part of the American industrial production which cannot find a market 
in the domestic purchasing power. That type of program is not 
contemplated in H. R. 1 and we are, therefore, opposed to such a bill 
in its present form. 

Mr. Mus. Miss Blunt, we appreciate your appearance and the 
information given the committee. 

Mr. Reep. I wish to thank Miss Blunt for a very fine presentation. 

Miss Buunt. Thank you. 

Mr. Mirus. The next witness is Mr. Arthur M. Klurfeld. 


STATEMENT OF ARTHUR M. KLURFELD, EXECUTIVE DIRECTOR, 
TEXTILE FABRICS ASSOCIATION 


Mr. Kuurretp. My name is Arthur M. Klurfeld. I appear here as 
executive director of the Textile Fabrics Association whose office is 
located at 40 Worth Street, New York City. 

Mr. Mitts. You may have a seat and proceed without interruption 
to deliver your statement. 

Mr. Kuurrexp. I appear here today on behalf of the Textile Fabrics 
Association of New York, which is composed of both large and small 
converters of cotton textile fabrics as well as integrated firms who 
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manufacture the fabrics in the greige and also finish them. The 
members of this association produce over 85 percent of all cotton 
fabrics finished in the United States. 

By way of background, I might state that I have had considerable 
experience in the tariff field, both as an attorney with the Bureau 
of Customs and as counsel for several industries for a number of 
years. 

We wish to register our strong opposition to H. R. 1 insofar as it 
grants authority to the President to negotiate a trade agreement with 
the government of Japan that will reduce the present duties on 
cotton fabrics. Under the trade agreements program the President 
has been empowered to enter into trade agreements with foreign 
governments— 
whenever he finds as a fact that any existing duties or other import restrictions 
of the United States or any foreign country are unduly burdening and restricting 
the foreign trade of the United States * * *. 

While that essential condition is included in section 3 (a) (1) of 
H. R. 1, a new standard is set up in subparagraph (2) (E) on page 5 
of the bill in relation to the contemplated negotiations with Japan. 
The latter appears to be inconsistent with the one which I just quoted 
from section 3 (a) (1). It places the emphasis on meriding Japan 
with an expanding export market for her products by reducing 
duties, without requiring any finding that present import duties are 
in any way restricting trade with that country at this time. 

Moreover, subparagraph (2) (E) gives the President even further 
authority to make it possible for Japan to expand her export markets 
in countries other than the United States. This is accomplished by 
the inclusion of the parenthetical phrase in that subparagraph reading 
“including such markets in third countries.” 

We submit that the idea of having our Government grant conces- 
sions to expand the export market of a foreign country in trading with 
other countries than the United States is utterly foreign to the well- 
established concept of our trade agreement program up to this time. 

We believe we are correct in our conclusion that these represent 
radical changes in the present law and that they are inconsistent with 
the uniform policy followed for the past 20 years. If that is so, we 
then wish to raise this very serious question: By what authority under 
the present law is our team of negotiators proceeding to meet with 
representatives from Japan and other countries to reduce the present 
duties on cotton textiles in the absence of any findings by the President, 
or any reasonable basis therefor, that the present rates of duty on 
cotton textiles are in fact unduly restricting trade with Japan in 
such commodities. 

We would also raise the serious question: By what authority is the 
executive branch of our Government planning to grant other countries 
concessions in import duties on various commodities without any com- 
pensating benefits to us, on the condition that such countries reduce 
their tariffs on Japanese products. 

The authority to do both of these things may be present in sub- 
paragraph (2) (E) of H. R. 1, but we do not believe such authority 
exists under the present law. 

The very fact that such a provision as contained in subpa ph 
(2) (E) of H. R. 1 was considered necessary would seem to iticate 
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that the present law does not contain the necessary authority on the 
basis of which the administration can negotiate a trade agreement 
with Japan. 

The official notice of intention to negotiate with Japan, published 
on November 16, 1954 (19 F. R. 7379), strongly implies that the 
negotiations to be held in Geneva this month would be conducted 
as though subparagraph (2) (E) of H. R. 1 had already been ap- 
proved by the een We refer particularly to the possible grant- 
ing of concessions by our Government to third countries if they, in 
turn, grant concessions to Japan. 

This is referred to on page ii of the official notice as “multilateral 
negotiations through the triangular exchange of benefits.” 

This would seem to be a far departure from the policy hitherto 
followed of negotiating on a reciprocal basis and extending the bene- 
fits of such concessions to other countries under the most-favored- 
nation principle. 

In our judgment, the negotiations to be held in Geneva must derive 
their legal authority from the present law, and cannot look to the 
future authority that would be granted to the President if H. R. 1 
is enacted in its present form. 

While we believe these technical objections are most pertinent, the 
more serious question is what effect any lowering of present tariffs 
on cotton textiles would have on the economy of our country. 

We have made our position on that question amply clear to the 
Committee for Reciprocity Information, but we are very much con- 
cerned that the economic data and our arguments will be disregarded 
without adequate consideration. 

The history of Japanese competition in textiles before World War IL 
when tariffs on cotton fabrics were higher than they are at present 
gives us no reason to look forward with any degree of optimism to the 
future, even if present rates of duty are retained. 

The undeniable facts are the Japanese are in the unique position 
of having modern textile machinery, the necessary know-how in terms 
of production, and a more than adequate labor force which receives 
one-tenth of the wage rates paid to our workers in the textile industry. 
That combination gives Japan the ability to sell their textiles in this 
market to the extent of its productive capacity. We have no reason- 
able hope that even present tariff rates on cotton fabrics can prevent 
Japan from: flooding this country with low-priced goods as its pro- 
ductive capacity increases. 

By way of comparison, the textile industry in this country has 
reached a peak of efficiency and its workers enjoy a relatively high 
wage rate necessitated by the high cost of living and our higher 
standard of living. If the Congress increases the present minimum 
wage rate as the administration proposes, the average wage rate in the 
textile industry will increase considerably. That will only serve to 
broaden the present gap between wages in the textile industry in Japan 
and in this country and increase Japan’s competitive advantage. 

Unlike many cther industries, the textile industry in this country 
finds that. its principal material, raw cotton, is protected by our Gov- 
ernment from falling below a certain parity price set up under the law. 
We have no fault to find with this policy of protecting the farmer who 
grows cotton, but we would point out that it results in giving the cotton 
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fabric manufacturers that much less lattitude in reducing their costs 
in the face of possible ruinous competition from abroad. 

Even some of the Government spokesmen who appeared before this 
committee in favor of the bill apparently had some misgivings about 
the further lowering of tariffs. I refer particularly to the statement 
of Secretary of Commerce Weeks in which he said, in part: 

I should be the last to suggest that the present level of our tariffs is an 
important deterrent to imports. As a matter of fact, despite the remaining high 
tariffs on some products, our tariffs are among the lowest in the world. 

He then went on to justify the bill on the score that it represents 
evidence to the world of our desire to let foreign countries pay their 
way in their trade relations with us and that the trade agreements 
program has developed “symbolic importance.” 

The uniform position taken by proponents of the bill is that a lower- 
ing of our tariff structure makes it possible for other countries to buy 
our goods. However, the whole idea of reciprocity is apparently 
eliminated insofar as the contemplated trade agreement with Japan 
is concerned. The policy in relation to that country is apparently to 
build up her export markets at any cost, whether we gain any reciprocal 
economic benefits or not. 

If the policy of our Government is to build up the economy of Japan 
as rapidly as possible, we submit that objective should be accomplished 
not by sacrificing as important an industry as the textile industry but 
by having the cost borne by all of our citizens through use of the 
taxing power of our Government. 

It is submitted that the trade agreement program was never set up 
or intended up to this time to be the means of bringing about as radical 
a change in the economy of a foreign country as Japan and at the same 
time, in utter disregard of every warning as to the dire consequences on 
such a major industry as the textile industry in our country that 
employs well over a million workers. 

Under section 350 (e) of the bill the President would be required to 
submit an annual report on the operation of the trade agreements 
program. 

In relation to that subject we would point out to this committee that 
the provisions now in the law relating to peril points and to escape- 
clause proceedings have proved to be illusory remedies for domestic 
industries which have found that increased imports of foreign goods 
resulting from lower tariffs had seriously injured them. 

Some of the proponents of this bill referred to these two remedies 
as adequate safeguards. The record of the escape-clause proceedings 
before the United States Tariff Commission in the past 2 years proves 
otherwise. Eight out of ten recommendations of the Tariff Commis- 
sion were reversed by the President. Likewise, the President has the 
authority to ignore the recommendations of the Tariff Commission 
with respect to peril points established by that agency in the case of 
any given commodity. If these two safeguards that were presumably 
set up to protect domestic industries against serious injury from 
foreign competition are to accomplish that result we strongly recom- 
mend that the findings of the Tariff Commission in those two areas 
be made conclusive and not subject to review by any other authority. 
Such a change would go a long way to prove to the textile industry 
in particular that it would have an adequate remedy in the event Japan 
floods this market with low-priced cotton textiles. 
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Finally, we would recommend one further change in the bill. We 
suggest that on page 4, line 10, the language be changed to read “in the 
case of any class of articles” instead of “in the case of any article” and 
the same change should be made on page 11, line 9. This change would 
eliminate the possibility of the duty on any single construetien of 
cotton fabrics from being reduced by 50 percent if that particular 
construction was not being imported or was being imported in neg- 
ligible quantities. This change of language would also be consistent 
with subparagraph (3) (D) (4) on page 7 of the bill which requires 
the President to avoid the subdivision of classification categories as 
much as possible. . 

It is our considered view that this entire matter is being rushed 
through without full and adequate consideration. 

We would recommend that our Government make an official study 
of the entire cost of production of cotton textiles in Japan and in 
this country before even negotiating any trade agreement with that 
country. 

We know that the Foreign Operations Administration has already 
made such a study with respect to the cost of production of men’s 
shirts in Japan and the seniitts conclusively prove that Japan is able 


to sell such articles in this market at prices, including present duties, 
that are far below the cost of production of identical items made in 
this country. We have very good reason to believe that a similar 
study made on all cotton fabrics produced in Japan and in this coun- 
try would show the same results. It would go a long way to prove 
conclusively that the welfare of the million or more workers in this 


country who directly depend on the textile industry for their liveli- 
hood is being totally ignored. 

In conclusion, it is our considered view that Japan needs no lower 
tariffs in order to expand her export markets for textiles, and, there- 
fore, the present bill should be amended to exclude specifically cotton 
textiles or articles made therefrom classifiable under any of the 
provisions of schedule 9 of the Tariff Act. 

Mr. Minis. We thank you, Mr. Klurfeld, for your appearance and 
the information given the committee. 

Mr. Reed will inquire. 

Mr. Reep. Mr. Klurfeld, you have made a very fine statement here. 
I will put it aside for further study. 

I remember very well that I looked into this situation in Japan 
quite a number of years ago. Of course, they were putting their 
product into Great Britain at such a low price that it was way below 
their cost of production. They were even putting it into Calcutta 
where the cost of the labor and living standard is the lowest of any 
in the world, and underselling them. 

I do not see, with all the millions and millions we have put in there 
and the machinery, how on earth, without some protection, you are 
going to preserve your industry. 

Mr. Kiurrevp. If I might venture this remark, Mr. Reed, it strikes 
me in terms of rushing this through. 

I had recommended to the Committee for Reciprocity Information 
that if they only had the patience to wait about another year or two I 
believed that events would prove what I have said here today, namely, 
that as Japan expands her textile productivity she will find no dif- 
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ficulty in finding a market for her products in this country under 
present tariff rates. 

Our fear is that we will need other types of protection than the 
present tariffs once Japan expands her productivity. The danger 
here is that we are rushing to a remedy which the patient does not 
really need, and the fact that we are doing it in this way, even before 
the ae findings are determined by the Tariff Commission, 
would seem to indicate that the administration is very anxious to 
use the present authority of the law to finish the trade-agreement 
negotiations with Japan; at all cost, to finish it before June 12. 

But they have put in this safeguard, that if it is not finished by 
July 1 the section 2 (e) should give them authority without regard 
to any compensating benefits that we would normally expect to 
receive in such negotiations. 

Mr. Reep. Thank you very much. 

In the proposed tariff negotiations we will reduce our tariff if 
another county, say Germany, will reduce its tariffs on Japanese 
products. There is certainly no reciprocity in that kind of deal, and 
it was never contemplated in the original Trade Agreements Act. 

Do you agree that this shows the danger of delegating the con- 
gressional authority ? 

Mr. Kuurrexp. Yes, sir, I do. 

When I first read read the official notice I intimated very strongly 
in my brief to the Committee on Reciprocity Information that they 
had no legal authority to do that. I am on record on that. 

The very bill here confirms the suspicion I had there from the mere 
notice. 

I do not believe, and I am glad to hear you say so, that that was 
ever contemplated, that they would be given the authority to create 
a triangular arrangement of that sort without our country gettin 
any tangible benefit from either of the two countries. It is a radica 
extension of the whole trade-agreement principle, and I think that 
the Congress must realize and this committee must realize that that 
is what it amounts to. 

I recognize that the Congress and this committee has the power to 
do that, but I do believe that it must be understood that that is an 
overt extension of the trade-agreement principle beyond what it was 
understood to be for the past 20 years. 

Mr. Reep. I do not know how many countries, but I understand 
somewhere near 23 will not let Japan into their markets now. 

Mr. Kuurrep. I suspect, sir, that -we are going to find, as before, 
that the United States has a much more liberal policy and, if I may say, 
a less realistic policy than these other governments will have toward 
Japanese competition. 

I mentioned to the Committee for Reciprocity Information, for 
example, that American businessmen cannot appear before them, but 
our voice to controlling in any degree the policy followed by the 
executive branch of the Government in these negotiations is practically 
nil as compared with foreign governments where their trade groups 
are taken into their confidence. They know exactly what they are 
going to negotiate. They work to build up their own industries, and 
we do exactly the converse, it seems. We are ready to give away as 
much as these countries want. 
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I know that great emphasis has been put upon the fact that this 
only amounts to a 15-percent reduction in the present tariff rates 
by the proponents of the bill. But in reality they make no mention 
of the more important factor, that the list of November 16 is prob- 
ably the largest list that was ever issued of contemplated reductions 
that would amount to a possible 50-percent reduction and a possible 
15 percent on top of that if those first reductions were negotiated and 
culminated before July 1, 1955. 

I agree with Dr. Murchison that there is that possibility, that if the 
Japanese trade agreements were to be completed and the proclamation 
issued by the President before July 1, 1955, the very great possibility 
exists that under the present bill, if enacted, that authority would be 
granted to the administrative branch of the Government to reduce 
those tariffs by an additional 15 percent of the existing rates on July 
1, 1955, which would mean a further reduction in tariffs. 

I think we must face up to what this contemplates in the last 
analysis. It is more than a 15-percent reduction of existing rates. 
That is, I believe, the minor portion of this bill. 

The larger portion, and, of course, the portion that we are most con- 
cerned with, is giving the administrative branch of the Government 
the authority to reduce tariffs by 50 percent of the existing rates on 
July 1, 1955. 

Mr. Reep. Thank you very much. 

Mr. Mitus. Mr. Eberharter, of Pennsylvania, will inquire. 

a. EBERHARTER. You were with the Customs Service for how many 
years? 

Mr. Kiurre.p. I was with the Customs Service between 1927 and 
1942. 

Mr. Exsernarter. Have you examined, on page 3 of the bill, para- 
graph B, with respect to the authority on classification? If you have, 
what kind of power do you think that would give to the administrative 
branch without coming to the Congress ? 

Mr. Kuurretp. You are speaking of paragraph B itself? 

Mr. Esernarter. Yes. 

Mr. Kuurreip. No subdivision of it? 

Mr. Exsernarter. I do not have the bill before me just now, and it is 
so late I would prefer, frankly, because of the lateness of the hour, 
that you look into that and submit it for the record, whatever your 
opinion of that is, having worked in the Customs Service. 

Mr. Kuurretp. I will be very happy to, sir. I did not consider that 
particular question, but I want to emphasize this very strongly, that I 
do not believe that the bill as drafted, if paragraph A (1) on page 2 is 
intended as the major policy of the bill, then paragraph 2 (E) on page 
5, if it is intended to be a subdivision of that in any sense, is absolutely 
inconsistent with that standard because it merely sets up that the 
President should have the power if the President determines that such 
decrease is necessary in order to provide export markets for products 
of Japan. If that is read in relation to (a) (1) then you would say 
os Ligg must first find that present tariff rates are unduly restricting 
trade. 

I, from my technical knowledge of the tariff field, do not believe that 
it would be read that way. I think it would be read as blanket author- 
ity to give the State Department the right to negotiate lower tariffs on 
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Japanese products to the extent of 50 percent without regard to the 
question of whether present tariff rates are or are not restricting trade. 
That is a very potent weapon because it would simply mean that our 
prime and sole regard is to expand the export markets of Japan, period. 
Mr. Mrs. We thank you, Mr. Klurfeld, for your appearance and 
the information given the committee. 
Mr. Kuvrretp. Thank you, Mr. Chairman. 


(The following letter was later received in reply to the question by 
Mr. Eberharter :) 


TEXTILE FABRICS ASSOCIATION, 
New York, N. Y., February 4, 1955. 
Hon. HERMAN P. EBERHARTER, 


House of Representatives, 
New House Office Building, Washington, D. C. 


DEAR CONGRESSMAN EBERHARTER: At the time of my appearance before the 
Ways and Means Committee on February 1 with regard to-H. R. 1, you asked me 
to advise you whether in my opinion subparagraph (B) on page 3 of the bill gives 
the President the power to change the classification of articles for tariff pur- 
poses. 

That provision specifically gives the President the power to put into effect by 
proclamation changes of existing duties and other import restrictions which he 
has negotiated pursuant to trade agreements entered into with foreign countries. 
It should be noted that the term “other import restrictions” in subparagraph (B) 
is broader in its scope than the term “quantitive import * * * restrictions” 
found in subparagraph (A) on pages 2 and 3 of the bill. 

While the term “other import restrictions” is not defined in the bill per se, 
it is defined in section 350 (¢c) of the Trade Agreements Act, as amended, as 
follows: 

“(c¢) As used in this section, the term ‘duties and other import restrictions’ 
includes (1) rate and form of import duties and classification of articles, and (2) 
limitations, prohibitions, charges, and exactions other than duties, imposed on 
importation or imposed for the regulation of imports.” 

In view of this definition, it is my considered opinion that the President does 
have the power under subparagraph (B) of the bill to change the classification 
of articles. However, I would point out that to my knowledge the administra- 
tive practice during the life of the trade-agreements program to date has been 
to retain existing classifications in the course of granting concessions under the 
respective trade agreements, In other words, the Government agencies concerned 
with the drafting of these concessions took every precaution to make as certain 
as possible that any article carved out of a more general classification had been 
classified under that provision by prior administrative practice or by a pertinent 
customs-court decision, or both. 

In view of the fact that the President has not exercised the power to change 
the classification of articles hitherto and, on the contrary, has adhered to existing 
classification, it would seem to me that there is no compelling reason to grant the 
President this power under the present bill. That conclusion is all the more 
persuasive because subparagraph (2) (D) (4) on page 7 of the bill specifically 
requests the President to avoid the subdivision of classification categories to 
the maximum extent practicable. 

I trust that you will find this answers the question you asked of me at the 
time of my appearance. 

Respectfully yours, 
ARTHUR M. KLURFELD, 
Erecutive Director. 
Mr. Mizs. The next witness is Mr. R. E. Hamilton. 
Please come forward, Mr. Hamilton, and give your name and 


address and the capacity in which you appear, for the benefit of the 
record. 
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STATEMENT OF R. E. HAMILTON, PRESIDENT, TUFTED TEXTILE 
MANUFACTURERS ASSOCIATION, DALTON, GA. 


Mr. Hamurtron. My name is R. E. Hamilton. I am president of, 
and speak for, the Tufted Textile Manufacturers Association of 
Dalton, Ga. 

Mr. Mirus. You may proceed with your statement without inter- 
ruption. 

Mr. Hamirton. Mr. Chairman and members of the committee, the 
tufted textile industry is an important segment of the great American 
textile industry. But its differences are as important-as its similari- 
ties to, and ties with, the spinning and weaving and converting mills 
generally thought of when reference is made to the textile indus try. 

Tufting isa specialized, peculiarly American industry. Unlike the 
spinning frame or the loom, the tufting machine was invented and 
perfected by American inventors and mechanics. Our machinery and 
methods are entirely American in origin. Foreign tufting plants, 
operating in many parts of the world today, owe their m: achinery, 
production methods, and know-how to this country. 

The tufting industry’s total exports are a negligible fraction of the 
industry’s production and an infinitesimal portion of this country’s 
exports. Its imports of jute carpet backing and increasing amounts 
of synthetic staple are many times the v alue of its exports. Our only 
exports are a small amount of specialized tufting machinery, made 
principally by half a dozen manufacturers in the Chattanooga, Tenn. 
area, and a limited amount of finished goods going principally to 
Canada. Currency and trade restrictions in most of the countries of 
the world make it virtually impossible for us to do any export business 
in consumer goods. 

The tufting industry— 

1. Has invented a machine that produces new products and lowers 
production costs of an ages-old product—soft floor coverings; 

2. Has given our production methods and American know-how to 
the world; 

3. Is a good customer of friendly nations, buying millions of square 
yards of Indian and Pakistan jute woven in India, Scotland, and west- 
ern European countries, plus synthetic fibers and wool from other 
nations. 

At the same time we find our own Government— 

1. Has poured millions of dollars into other nations to help establish 
or to rebuild industries, including textiles ; 

2. Is urging an increase in minimum wage scales which inevitably 
will increase production costs, even though present average wage rates 
in the industry exe eed the pr oposed new minimum; 

3. Is proposing continuation of heavy income tax rates which take 
half of profits, and 

4. Is negotiating to reduce tariffs on the products we manufacture 
so that the foreign plants we have supplied with machinery and tech- 
nical assistance can compete with us in the American market. 

Would we be illogical if we wondered at times whose side our Gov- 
ernment is on ? 

The tufting industry, we admit and would point out to you, is not 
suffering at this moment as other segments of the textile industry are 

57600—55—pt. 2- 26 
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from foreign competition in our domestic market. We submit, how- 
ever, that this condition is temporary and is not likely to continue for 
the 3-year period for which it is proposed to extend the Reciprocal 
Trade Agreements Act. 

The tufting industry does not have today the competition from for- 
eign tufted soft floorcovering producers that American woven carpet 
manufacturers have because the wide tufting machine and auxiliary 
processes in finishing and latexing are comparatively recent develop- 
ments, perfected in this country since World War II. 

The first such machines went to domestic manufacturers. These 
wide machines—tufting seamless carpeting up to 18 feet in width at 
many times the speed of a loom and at a fraction of the cost of weav- 
ing—now are in production in foreign countries, more machines are 
on order, and foreign concerns have begun to manufacture their own 
tufting machines. 

Practically all tufted carpeting is solid color, straight-line produc- 
tion that can be made anywhere. Foreign countries produce the raw 
materials required—jute for backing, synthetic and natural fibers for 
pile, and latex for coating the back. There is no reason why they can- 
not be producing within a short time millions of square yards of tufted 
carpeting. The American market is the most attractive in the world. 
The supply lines are open—and our Government is inviting the world 
to come on in. 

It is not likely that you will ask whether foreign manufacturers can 
undersell American firms. However, we cite below current prices in 
this country on jute backing produced in foreign countries compared 
with the same backing woven in the United States: 


12-foot, 1214-ounce square yard jute woven in Scotland, India and western 

Bureneiin’ coulittiet... = ss ti 3 a ee $1. 53 
12-foot, 12144-ounce square yard jute spun and woven in the United States_._ 2.14 
12-foot, 10-ounce square yard cotton woven in United States 1. 85 

It thus is readily apparent that foreign-manufactured backing used 
by the tufting industry can and does undersell the same goods spun 
and woven in the United States because our labor costs are higher. It 
also undersells American cotton backing of lighter weight and has 
almost supplanted cotton backing in wide carpeting. ‘Today there is 
an immediate market in the tufting industry for every yard of 9-, 12-, 
and 15-foot jute backing produced in the world. 

Carpeting produced in foreign countries from foreign staples and 
foreign-made backing, with far lower labor costs, would have a tre- 
mendous price advantage over American goods in our domestic market 
unless there is a tariff rate to compensate for our higher labor and 
other production costs. 

The United States apparently has realized after oe billions 
into foreign aid that this country alone cannot rehabilitate, feed, 
clothe, and build economies that will be self-supporting in all the free 
countries of the world. The tufted textile industry is sympathetic 
with all humanitarian aims. We believe this country should aid other 
countries within limits of our capabalities, but we do not believe our 
economy will support continued direct aid on the scale advocated by 
some. 

The plan to aid other countries by buying their goods is not new. 
It has been emphasized as a means of reducing direct aid. The plan, 
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of course, is an old variation of robbing Peter to pay Paul. We could, 

for example, take jobs from American textile workers to provide 

jobs for foreign textile workers so they could buy products to provide 

jobs for American steelworkers. In all such cases you may expect 
eter to object to such robbery. 

The tufted textile industry is familiar with the theories of the 
advocates of free trade and the arguments advanced by those who 
advocate methods to increase trade among the free nations. We agree 
that many of the theories are admirable, as theories. We also agree 
with the statement appearing on page 44 of the majority report of the 
Randall Commission, dated January 23,1954. We quote: 

It is sufficient to say that, in our opinion free trade is not possible under the 
conditions facing the United States today. 

We have found that to be true. Foreign tufting manufacturers— 
from Australia, from South Africa, from England, and from other 
parts of the world—are constantly visiting this country, seeking 
knowledge of current developments, processes and technical assistance. 
They tell us frankly that they can get permits from their governments 
to purchase production machinery, but not a dollar for consumer 
goods producted by the tufting industry. Their markets are closed 
to us—ours are open tothem. Free Sells is an ideal, not a fact. 

The tufting industry agrees that this Nation should encourage 
trade. It is understandable that in any trade each participant should 
give something asa consideration. The Reciprocal Trade Agreements 
Act has been in effect for 20 years, since 1934. Unfortunately, our 
record as traders is not one we point to with pride. There were no 
David Harums on our team. We have been highly efficient in giving 
away advantages. 

We quote from an article by John D. Morris in the New York Times 
of January 16, 1955: 

The Reciprocal Trade Agreements Act, revised from time to time, now limits 
the President’s power to fix tariffs to a 50-percent range of 1945 rates. Most 
of this tariff-cutting power has been exhausted. 

Now our traders want another 15 percent. What advantages can be 
shown for the tariff concessions already traded away? What can we 
expect if we grant another slice of concessions? 

To return for a moment to the Randall Commission and the major- 
ity report, we quote from page 51: 

* * * the most important single element essential to the expansion of world 


trade and strengthening the free world is the maintenance of a strong and 
sound economy in the United States, 


We endorse that statement, but would add that the chipping away 
of the basic foundations of our most important industries—others 
as well as textiles—can result only in a weakened economy, a weakened 
Government, and eventual contraction of trade. 

Our trading record has been such that the Congress in 1948 wrote 
into the Reciprocal Trade Agreements Act the peril-point clause, 
intended as a safeguard for American industry. 

There also is an escape clause in all our trade agreements. 

American industry approves of these measures. But, remembering 
past history, we are not convinced that these are or will be adequate 
safeguards. The textile industry remembers what Japan did to the 
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American textile market in the 1930’s. On January 24, 1955, the 
Japanese Exporters Association in Tokyo announced that Japan 
expects to export 50 million yards of cotton textiles to the United 
States in 1955. On the same day, in Bombay, India announced that 
1954 exports placed India in second place, behind Japan but ahead 
of thirdvplace United Kingdom, in the race for world cotton piece- 
goods trade. 

And, on the same date, Japan’s rug industry had two women tour- 
ing the United States, giving demonstrations and drumming up trade 
for Japanese floor coverings. 

If we cannot compete in the markets of the world at least we would 
like to survive by selling our products in the domestic market. 

The tufted textile industry is fully aware of the dangers to it in 
the general agreement on tariffs and trade. The Interdepartmental 
Committee on Trade Agreements in November issued formal notice 
of the intention of the United States Government to participate in 
reciprocal tariff negotiations involving Japan. GATT negotiations 
will begin in Switzerland this month. On the published list of items 
on which the United States stated its willingness to consider the 
granting of concessions were products competing with every product 
manufactured by the tufted textile industry. Naturally, we, and 
many other industries and associations, appeared at the public hear- 
ings held by the United States Tariff Commission in Pacember to 
oppose further concessions on these items. 

In conclusion, we would point out that the tufted textile industry 
is scattered over the breadth of the country. We have producing 
plants in Alabama, Arkansas, Georgia, South Carolina, Florida, Illi- 
nois, New York, Pennsylvania, Tennessee, California, and in other 
States. The jobs of 25,000 workers and of at least 25,000 others who 
supply materials to the industry will be affected by tariff concessions. 

Preliminary figures of the Bureau of the Census will show that, for 
the year July 1, 1953, to June 30, 1954, the tufted industry used more 
than 150 million pounds of cotton yarns and greige goods. It used the 
production of more than 550,000 acres of cotton land. Figures on 
synthetic staple consumed by the industry will not be available until 
early in February, but the usage of synthetic yarns by the industry now 
exceeds that of cotton. . 

We are opposed to any policy that jeopardizes that many American 
jobs, that much of American agriculture, and a $200 million segment 
of the American textile industry. We sincerely believe that the 
continued granting of concessions under the Reciprocal Trade Agree- 
ments Act will place our industry in serious jeopardy. 

We are not in the position of some industries who are here wanting 
us to lock the door after the horse is out. We would not want to be in 
that position, and would prefer not to open the door at the present 
time. 

Mr. Miuis. Does that complete your statement, Mr. Hamilton ? 

Mr. Hamuron. Yes, sir. 

Mr. Mitxs. We thank you for your appearance and the informa- 
tion you have given the committee. 

Mr. Reep. Mr. Chairman, I have a report covering paragraph 921, 
compiled from official statistics of the United States Department of 
Commerce, which I should like to have included in the record. 





TRADE AGREEMENTS EXTENSION 1765 


Mr. Mitts. Without objection, it is so ordered. 
(The material referred to follows :) 


Paragraph 921. Floor coverings, including carpets, carpeting, mats, and rugs, 
wholly or in chief value of cotton (except hit-and-miss rag rugs, chenille rugs, 
imitation oriental rugs, other cut-pile rugs, hand-hooked rugs, and rice-straw or 
grass rugs) not elsewhere specified: United States imports for consumption, 
1950-53 and January—October 1954. 





Quantity 
(square 
yards) 


Foreign 
value 





Thousands Thousands 
1, 048 311 
307 143 
507 | 193 
570 | 113 
137 38 


1 Preliminary. Beginning in 1954, individual importations for immediate consumption that do not 
amount to more than $250 under a statistical classification are not included in the data in this table. 


Source: Compiled from official statistics of the U. 8S. Department of Commerce. 


Mr. Mus. The next witness is Gilbert H. Robinson. 
Will you come forward, Mr. Robinson, and give your name and 


address and the capacity in which you appear, for the benefit of the 
record. 


STATEMENT OF GILBERT H. ROBINSON, SPECIAL ASSISTANT TO 


THE PRESIDENT OF THE FORSTMANN WOOLEN CO., PASSAIC, 
N. J. 


Mr. Rogsrnson. Mr. Chairman, I live in New Jersey, in the town 
of Short Hills, I am here to represent the Forstmann Woolen Co. 
in Passaic, N. J. 

I should appreciate submitting my statement for the record. 

Mr. Mitts. You may have the privilege of incorporating the entire 
statement in the record. 

Mr. Rostnson. Thank you. 

(The statement follows :) 


STATEMENT OF GILBERT H. ROBINSON, SPECIAL ASSISTANT TO THE PRESIDENT, 
FoRSTMANN WOOLEN Co., Passaic, N. J. 


My name is Gilbert H. Robinson. I am a member of the board of directors 
and special assistant to the president of the Forstmann Woolen Co. I am also 
president of Forstmann, Inc., the Company’s sales agency. 

The Forstmann Woolen Co., with plants located in Passaic and Garfield, N. J., 
specializes in the manufacture of woolen and worsted fabrics for essential 
apparel purposes, both civilian and military. It performs all of the operations 
from the purchasing and sorting of the raw wool to the delivery of the finished 
fabric. 

For the past 10 years or more, I have come to Washington on many occasions 
to appear before congressional committees and administration committees to 
sound a warning as to what would happen if tariffs on wool products were cut 
and cut again from the levels last set by Congress in 1930. Frankly, on those 
previous visits, I was chiefly concerned about a future injury. The impact of 
a devastating world war, the inflated abnormal conditions of the postwar period, 
the strife in Korea and the economie reactions which it touched off, have all 
combined to delay and camouflage the results of the tariff cuts made on our 
products in 1939, 1945, and 1948. In that period the specific duty on wool 
fabrics valued at over $2 per pound has moved downward from 50 cents per 
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pound to 37% cents per pound, and the ad valorem rate has been reduced from 
60 percent to 25 percent. But in the last 2 years the parade has definitely caught 
up with the band. 

Based on our own actual company experience, and on our knowledge of what 
has already happened in the wool textile industry of which we are a part, we 
know that we have been hurt, and badly hurt, by tariff rates that are already 
too low to accomplish their purpose of counterbalancing the vastly lower costs 
of foreign labor. Therefore, we are naturally very keenly apprehensive of any 
provision or intent in H. R. 1 that would lead to a still further reduction of these 
duty rates. 

In fact, we firmly believe that the United States Tariff Commission, adequately 
staffed and supplied with sufficient funds, and functioning as a factfinding board 
responsible only to Congress, should immediately undertake a detailed analysis 
of all our tariff rates, industry by industry and product by product. Based on 
these studies, recommendations should be submitted by the Tariff Commission 
to Congress for whatever rate changes the facts warrant. The primary con- 
siderations should be the military security and the economic strength of the 
United States, and the maintenance of peak employment in this country, as well 
as the economic strength of our allies, factors which are of basic importance 
not only to us but to the existence of the free world. Congress should then 
act upon these recommendations and promulgate whatever tariff policies, regula- 
tions, or rates will achieve these objectives. 

I would now like to take up some of these statements in greater detail. 

Our company is proud of its contribution toward the winning of World War II, 
a record that is attested by the following letters from Lt. Gen. EB. B. Gregory, 
then Quartermaster General, and Rear Adm. W. J. Carter, Chief of the Bureau 
of Supplies and Accounts of the Navy Department. Because of the importance 
of the subject, I take the liberty of quoting these two letters in full. 


ArMY SERVICE Forces, 
OFFICE OF THE QUARTERMASTER GENERAL, 


Washington 25, D. C., January 9, 1946. 
Mr. Curt E. FoRSTMANN, 


President, Forstmann Woolen Co., 
Passaic, N. J. 


DEAR Mr. ForstMANN: Although due and proper recognition has been accorded 
the textile industry’s contribution to our Nation’s war effort and to the total 
victory finally achieved, I feel that your company’s accomplishments in the field 
of war production are worthy of particular observation and appraisal. 

The records of the Quartermaster Corps reveal that during the period from 
January 1942 to the end of hostilities the Forstmann Woolen Co. supplied the 
armed services with approximately 12 million yards of various types of fabric. 
The records also reveal that the Forstmann Woolen Co. repeatedly undertook 
the production of new and difficult-to-manufacture cloth which other producers 
were reluctant to attempt and that on occasions when the indystry as a whole 
encountered difficulties in meeting Army specifications, the Forstmann Woolen 
Co. utilized its research and development facilities to minimize or overcome these 
difficulties. In short, the Forstmann Woolen Co.’s contribution to victory was 


consistently outstanding—a contribution for which you and your entire or- 
ganization are herewith unqualifiedly commended. 

I am confident that the same transcendent drive displayed by your company 
during the war years will manifest itself anew in meeting and solving the prob- 
lems of our country’s industrial future. 

Sincerely yours, 


BE. B. Greaory, 
Lieutenant General, The Quartermashter General. 


Navy DEPARTMENT, 
BUREAU OF SUPPLIES AND ACCOUNTS, 
Washington 25, D.C. 


Mr. Curt E. ForstTMann, 
President, Forstmann Woolen Co., 
Passaic, N../. 
My Dear Mr. ForstMANN: Now that the war is ended and victory achieved. I 


wish to take this opportunity to express to you the sincere appreciation of the 
Navy for your company’s contribution to the war effort. 
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The Navy is particularly appreciative of the assistance rendered by your com- 
pany in meeting the high quality standards of the Navy’s requirements for blue 
woolen materials used in the manufacture of enlisted men’s garments. The 
utilization of your research and development facilities for the purpose of pro- 
viding indigo stock dyed woolen materials insured an additional source of supply 
for these materials at a time when they were urgently needed in the war program. 

The records show that during the period from October 1942 to the end of the 
war, the Forstmann Woolen Co. supplied the Navy with approximately 1,600,000 
yards of Melton and Kersey, the value of which exceeded $7 million. The 
performance of your company under contracts awarded and in meeting delivery 
schedules was highly satisfactory, and your record is one of which you may be 
justifiably proud. 

Sincerely yours, 
W. J. CARTER, 
Rear Admiral, Supply Corps, United States Navy, Chief of Bureau. 


There can be no question of the vital importance of our wool textile industry 
in providing the military forces of our country, and when necessary the military 
forces of our allies, with adequate protective clothing, primarily made of wool. 
Lack of such wool clothing was a major factor contributing to the defeat of the 
German Army in Russia, just as Napoleon met disaster in the same region for 
the same reason over a century before. 

The facilities for producing these essential military fabrics should remain 
located within the borders of our own country, where they can best be defended 
in emergency. It is bad enough that such a large proportion of our raw wool 
supplies must be transported across broad oceans, I will remember the con- 
sternation that prevailed early in 1942 when it appeared that Japan might 
sever our access to the wool-growing centers of Australia. Fortunately, for us 
it didn’t happen then. 

In the hearings before the Senate Committee on Agriculture and Forestry, 
in connection with S. 2911, a bill to provide for the development of a sound and 
profitable domestic wool-growing industry, under date of February 19, 1954, the 
Honorable Ross Rizley, Assistant Secretary of Agriculture, testified : 

“Importance of wool: The Congress and the President have declared the do- 
mestic wool industry essential to our national security and welfare. Wool not 
only is important in our every day living, it is a strategic item in our national 
defense. We are producing less than one-third of our peacetime requirements. 

“Our present level of production is equivalent to only about one-half the rate 
of consumption for military use alone during World War II. The foreign wool 
upon which we must rely to supplement our domestic production requires shipping 
over sealanes from five to eight thousand miles. Dependence upon imports over 
such extended supply lines in time of national emergency with the hazard of 
submarines to ocean shipping is not wise nor sound planning.” 

Recognizing the fundamental importance of adequate supplies of raw wool, 
as well as wool fabrics, especially in time of war emergency, our own Gov- 
ernment is currently endeavoring to stimulate the increased growing of raw 
wool in this country through direct subsidy assists to the domestic wool growers. 
We submit that while this program is both necessary and desirable, equal 
thought and attention should be paid to the industry which converts this raw 
wool for use, because without such an industry in a flourishing condition, our 
domestic wool growers will have no market and the raw wool will be of no 
avail. 

And in a peactime economy, the importance of the textile industry, of which 
we are a part, is rarely comprehended and appreciated. For example, in the 
year 1950, before the foreign competition engendered by lowered tariffs had 
begun to be so seriously felt, the textile mill products industry employed more 
production workers (1,142,433) than any other manufacturing industry in the 
Nation. The production of all transportation equipment, including cars, trucks, 
buses, tractors, trailers, airplanes, railroad rolling stock and boats ranked fourth. 
On the basis of total employees, the textile industry ranked third that year 
(figures from Bureau of Census, Department of Commerce). 

In 1951, on the basis of corporate sales, textile-mill products ranked seventh 
among all manufacturing industries (Survey of Current Business, July 1952). 
In 1952, it stood sixth in value of inventories, seventh in investment for property, 
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plant and equipment, and eighth in total assets (Federal Trade Commission and 
Securities and Exchange Commission). 

In 1951, the textile industry ranked fifth among major industries in expendi- 
tures for new plants and equipment, with a total for such purposes of $695 
million (Federal Trade Commission and Securities and Exchange Commission). 
Aside from these statistics is the fact that providing for adequate clothing ranks 
with food and housing as one of the basic necessities of life itself. 

Because of these facts, which have been but briefly summarized here, it is the 
definite contention of the Forstmann Woolen Co., that the wool-textile industry 
in this country, which is highly competitive within itself, should be protected 
fairly and adequately against the competition of cheap, foreign labor. 

Let us now comment on the recent trend of the industry of which we are a 
part. Employment in our wool-textile industry has fallen from a peak of 193,000 
people to a current total of approximately 95,000. And yet it is commonly 
admitted that the maintenance of peak employment should be one of the primary 
objectives of all our economic planning. An unemployed textile worker cannot 
buy the products of Detroit assembly lines. And the prevalence of unemploy- 
ment is of itself an invitation for communism to spread. In the Passaic, N. J., 
area where the Forstmann Woolen Co. is located, the wool-textile mills at one 
time employed about 13,000 people. Today that number is approximately 5,200. 

In the year 1946 the wool textile industry in this country produced approx- 
imately 604 million linear yards of fabrics. In 1954, preliminary estimates place 
the volume at 300 million linear yards (Industry figures from National Associa- 
tion of Wool Manufacturers). 

Since January 1, 1949, at least 137 wool textile mills have suspended operations 
or liquidated. This does not include those that have moved or combined with 
other firms. A sorry record of financial losses, month by month and quarter 
by quarter, has been spread upon the financial pages of our newspapers, for all 
to see and read. 

While all this has been going on, what about the imports of woolen and 
worsted fabrics? They have increased from a total of 4,613,000 square yards 
in 1947 to 24,275,479 square yards in 1953, an increase of 426 percent. The 
year 1953 is the last for which we have complete figures available. In 1954, the 
imports decreased somewhat in volume, but not in proportion to reduced domestic 
production (figures from U. S. Tariff Commission). 

Nor do we know to what extent these import increases will grow. Japan, with 
labor rates among the lowest of all nations, is appearing ever larger on the 
horizon. The following figures on Japan’s purchases of greasy and scoured wool 
are revealing : 

Purchases in pounds Purchases in pounds 
142, 960, 000 
197, 340, 000 
Source: Wool Digest, May 26, 1954. 


Japan’s production of woven wool cloth has increased from 25.4 million square 
yards in 1948 to 166 million square yards in 1953. The number of woolen and 
worsted looms installed in that country has increased from 14,168 in 1949 to 
20,074 in 1952. This latter figure is already 62.8 percent of the wool apparel 
fabric looms in the United States in that same year of 1952. Japanese wool fab- 
ries, of ever improving quality, are being landed in this country, duty paid, at 
prices less than the United States production cost (figures from 1953 Bulletin. 
National Association of Wool Manufacturers). 

In comparing the size of the Japanese wool fabric producing potential with 
that of America, let us not forget that in World War II, our wool textile industry 
was able, without the addition of new plants or marchinery at that time, and 
without clothes rationing, to supply military fabries for 11 million men and 
women under arms, take care of the clothing needs of our civilian population, 
and produce additional quantities for lend-lease. It was fortunate indeed that 
we could. 

Neither the textile industry in general, nor the Forstmann Woolen Co. in par- 
ticular, seeks adequate tariff protection because of any inefficiencies of manage- 
ment, equipment, or methods. In fact, we take pride in the efficiencies that we 
have achieved. In the 7-year period, starting with 1946, the textile industry spent 
$31 billion on new plants and equipment, despite the fact that for 2 of these 7 
years, the textile business was in one of its most serious recessions. We contend 
that these facts point to an industry that is vigorous, progressive and keen to take 
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advantage of the latest technological developments (figures from Federal Trade 
Comm., Securities & Exchange Commission). 

While we are continually endeavoring to improve the efficiency of our plants 
and equipment, so, too, are our competitors abroad. Furthermore, technical 
experts from many foreign textile mills have come to this country, under our 
point 4 program, to visit our plants and to learn at first hand our latest im- 
provements in manufacturing techniques equipment. 

The textile industry of the United Kingdom is generally recognized as the most 
efficient next to the production records of workers in the United States. Below 
is a table showing the square-yard production record per worker from 1949 
through 1952 in both the United States and the United Kingdom. 


UNITED STATES 


| Production of | Average 


| woven wool os Square yards 
I ‘Tro 
apperel fabrics | 2U ber of | per worker 
in square yards | 


workers 


Gideeeeehalligpecinntiaapennaninaabgenen nonkaeiaane nie — 


| | j 
1949___ | 527, 000, 000 131, 228 
1950_.. ‘ } 587, 000, 000 | 143, 714 
ogre ; | 510, 000, 000 125, 352 
1952___. 2 ‘ sik linings nlite ait | 501, 000, 000 | 112, 945 | 


UNITED KINGDOM 


l 
| 438, 600, 000 | 164, 350 2, 668 
450, 360, 000 | 169, 320 | 2, 660 
418, 100, 000 149, 820 | 2, 790 
377, 880, 000 | 155, 200 | 2, 435 





Relative efficiency of United States workers over United Kingdom workers 


1.5 
1.5 

Sources: Annual Survey of Manufactures, Bureau of Census, Department of Commerce 
(also Mar. 11, 1953, issue). 1951 Annual Bulletin of National Association of Wool poner 
facturers. Wool Industry Bureau of Statistics—Monthly Bulletin, November 1952 

It is clear from these figures that the American wool textile industry was at 
least 50 percent more efficient, and in 1952 was 80 percent more efficient than the 
comparable industry in the United Kingdom. 

The woolen and worsted textile industry has more than kept abreast of the 
times, and its workers, with this modern equipment, are much more efficient 
than workers elsewhere in the world. On the other hand, the most modern ma- 
chinery and the most efficient, industrious worker, cannot possibly offset the low 
wage rates of foreign countries. In a list of eight leading industries in the 
United States, the products of the textile industry have the highest labor 
content of any. 


Net sales per production worker 


Industry 149 | 1950 | 1951 | 1952 





Textile mill products ana weacaee--| $7,200} $7,845 $7,520 | $8,648 | $12,400 | $12,! 
Primary iron and steel_._. Aveo Seed 9, 131 10, 573 , 668 | 2, 148 14,288 | i 
Machinery (except electrical) 10, 288 11, 658 2, 277 | 3, 416 16, 300 
Electrical machinery and equipment--_.-__.. 9, 957 10, 905 | 2, 302 | 4,! 17, 031 
Motor vehicles and parts_...............--. 16,502 | 19,575 22, 388 | , 508 27, 800 
Chemicals and allied products Lcbdbbseennens® 20,812 | 23,123 22, 971 26, 31. 155 
Food manufactures ts a -| 25,474); 24,793} 24,779 }, GRE 37, 000 
Tobacco ms anufactures_...-- ‘ ; 27,489 | 33,129 35, 010 38, 626 41, 700 | 


Sources: Federal Trade Commission and Securities and Exchange Commission. Figures for 1952 based on 
first two quarters adjusted for full year. 


This high labor content in woolen and worsted fabrics makes them particu- 
larly susceptible to competition from imported textiles produced by cheap foreign 
labor. And, not to be ignored as a natural corollary of this, the industry provides 
very high employment in relation to its product value. For example, on the 
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basis of labor-cost ratios, if automobiles are exported from this country and paid 
for by an equivalent dollar value of imported wool products, 24% jobs would be 


destroyed in the textile industry for every 1 job created in the automobile 
industry. 


Having proved that labor is a very large part of the cost of cloth, I would 
like to incorporate herein a very careful study of labor rates in the textile 
industry throughout the world. 


Foreign wage rates (for adult males), wool textile industry, as of October 1951 
{Hourly rates expressed in United States currency at the official rate of exchange) 


Country Weaver | air at Loom fixer | — 


$1. 02 
Argentina... .......-. | . 43 
Austria i | ‘ ‘ . 2-. 24 | 
Belgium ; .42 .37 | 
LT aR ee ee ; 50) 
Germany. --.....-... 2 -27 | 
Ireland . 31 | 
Netherlands : . 2%}. 
ee . edie dep eanaameneee a" .37 | 
See oss of . 38 | 
Sey SN Ee cn Pakeumadeawnad | . . 40 
Australia . 62-. | . 68 | 
Seen SL, oa, cl cconcae cc oneeeeee cece . 66 | . 66 
United States._...... isidkaabaih dipemaleesaed : 1,70 








Sources: Foreign countries: International Labor Office, Geneva, Switzerland. United States: Depart- 
ment of Labor, Labor News, release for April-May 1952 (average, male and female). 


Italy (July 1951): Average per hour for all wool textile workers (in- 
cluding family allowance) 


Source: Ministry of Labor, Rome, 


West Germany (May 1952)—Average per hour for textile workers, 


Source: Wirtschaft & Statistik, September 1952. 


France (July 1952)—Average per hour for textile industry : 
Unskilled laborer 
Semiskilled worker 
Heavy laborer 
Skilled worker 
Highly skilled worker 


Source: Ministry of Labor and Social Security, July 1952. 


Making a quick comparison, it is clear that our industry pays about 4 times 
what is paid in the United Kingdom for comparable labor, and nearer 5 times 
what is paid in France, Germany, and Italy. 

The most recent figures from Japan show they pay less than 20 cents per hour. 
When you pay from 4 to 10 times as much as your competitors to make a product 
with a high labor content, no magic of efficiency, management, or machinery 
can possibly overcome such differentials. 

The direct labor costs in the production of cloth are not the only ones that 
have to be recognized. Labor costs are naturally less abroad for buildings and 
equipment, for repairs and maintenance of textile factories and machinery. This 
means less investment, less overhead, and consequently lower production costs 
for the articles manufactured. 
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June 1952 wage rates 


' 
} 


|Common labor h 
: eavy con- Carpenters 
uildings struction 


|Common labor Structural 
Bricklayers iron- 
workers 


| ees 
Ee 


United States: 
7 (SRS $1. 90 [ $3. 348 
San Francisco- -- 1.85 5 2. : 9 2.70 

England: London -- sb . 4244 - 4244 | . 4883 . 4883 463 

Sweden: Stockholm. $0. 967-1. 16 5 . 16 . 257-1. 4 $1. 354-1. 547 $0. 967- 1. 16 

: Mad anh . 493 . 493 6 . 686 . 686 
. .41 d . 5277 . 5277 . 5277 

Netherlands: Amsterdam _. . 2808 . . 3316 oa7 . 304 

Germany: Frankfort.__-__-- . 383 7 | 4 45 | 45 

Italy: Rome._...........--- , . 381: é .425 | . 467 


Source: Engineering News Record—September 1952 issue. 


Speaking particularly of the wool textile industry, the United States specific 
duties on manufactured wool products are historically designed to compensate 
for the import duty on raw wool; the ad valorem duties are intended to counter- 
balance the much lower production costs abroad. It is a fact that these ad 
valorem duties, reduced as they have been under the reciprocal trade agreements 
program, fall short of accomplishing this basic purpose. 

The wool textile industry does not fear competition per se; it is readily con- 
ceded that competition in its usual sense is a healthy and invigorating stimulus. 
It rewards efficient management and labor ; it serves the interest of the consumer. 
There is plenty of it within the wool textile industry. Not only do these concerns 
vie with one another in the textile field but they must also compete for their share 
of the consumer dollar against the manufacturers of a number of other products 
which were once deemed luxuries but which are now considered a necessity for 
the American standard of living. But the industry can not maintain its proper 
and important level of employment; it can not play its necessary share in pre- 
serving the American standard of living; it cannot shoulder its basic part in 
furthering a strong American economy and it can not assume it proved, essential 
responsibility in time of war, if the products of cheap foreign labor, against which 
it can not successfully compete, are encouraged to flood its only market. But if 
efficiency means in effect importing cheap foreign labor by the purchase of its 
products, let that fact be brought out in the open. 

Speaking of consumers, how do they fare in this matter? The statement is 
made that the housewife wants to buy the best quality for the cheapest price, no 
matter where it comes from. Obviously, this is true. But we submit that a still 
more important consideration for that housewife is the question whether the 
wage earner of her family is employed or unemployed, or working for how many 
hours at what rates of pay. And that refers not only to workers in the industry 
but to local merchants, service people, and professional people who depend on 
industrial payrolls. 

Furthermore, if a domestic industry is pushed to the wall by the price com- 
petition of cheap foreign labor, and its domestic market is thrown completely 
over to producers abroad, there is no guarantee that the low competitive prices 
will thenceforth continue to prevail. The history of coffee prices in this country 
last year is an example of what can happen when an American market is com- 
pletely at the mercy of a foreign source of supply. And coffee enters our country 
duty free. 

Up to this point I have referred to the problems of the wool textile industry 
in a general way. I would now like to speak about the particular situation of the 
Forstmann Woolen Co., which I represent here today. 

In 1948, we were running 24 hours a day with all machines fully occupied. 
Today, we are producing less than half and are employing 50 percent less people 
than we were at that time. In fact, I may say that the year 1954, by any stand- 
ard, was the worst year that our company has suffered since the bottom of the 
depression in the mid-1930’s, despite the fact that many businesses enjoyed their 
most prosperous period in 1954, 

The Forstmann Woolen Co. is not a large concern and its production represents 
something less than 4 percent of the total of the wool textile industry in this 
country. However, from the standpoint of the military security of our country, 
the company is important because of the great amount of research work that it 
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has performed in developing new fabrics and colors for our military forces and 
because of the fact that during World War II our company specialized in the 
production of those military fabrics that were relatively the most difficult to 
manufacture. 

In the civilian apparel field, we have admittedly an important position 
because of our leadership in developing new fabric styles and colors which in 
turn stimulate the business of garment manufacturers, retail stores, and specialty 
shops throughout the Nation. 

As president of Forstmann, Inc., the sales agency for Forstmann Woolen 
Co. fabrics, I am in constant touch with our customers and with market condi- 
tions that affect our business. I know from firsthand knowledge and experience 
that foreign fabrics are being offered to our customers—fabrics of excellent 
quality and style; fabrics which, because of the cheaper labor rates abroad, 
are offered at prices in this country which are from 2 to 3 dollars less per yard 
than what we are compelled to charge. I can speak from personal experience 
as to the damaging effect of competition of this sort and I can assure you that 
the damaging effect in proportion goes far beyond the actual volume of the 
imports. Just as in the case of a saucerful of water, a few extra drops make 
the whole thing overflow, with our wool textile industry geared up as it is to 
take care of the full needs of our country, every yard that is imported means 
one less yard to be manufactured here and more importation of wool fabrics 
means the exportation of jobs. In fact, the 24,275,000 square yards of woolen 
and worsted fabrics that were imported into this country in 1953 could have 
provided a year’s work for from 10,000 to 12,000 American workmen. 

We do not contend that all of the ills of the wool-textile industry are entirely 
due to foreign competition. We have already referred to the highly competitive 
nature of our industry itself. We know that the natural fibers are vying with 
the synthetics for consumer preference in many areas and we realize that we 
are all competing for the consumer dollar. However, it is our considered 
and sincere opinion that the principal underlying cause of our difficulties is 
the mounting competition from abroad which is made possible and encouraged 
by the fact that our reduced tariffs no longer compensate, as they are supposed 
to do, for the differential in labor costs between here and across the seas. This 
may be referred to as the labor gap and I can assure you that this is far more 
serious than the so-called dollar gap which is actually now nonexistent. 

On many previous occasions when appearing for the Forstmann Woolen Co. 
before congressional committees, I have argued that the fairest and most ade- 
quate method of protecting this vital industry is to set up a flexible quota 
system which will gear the quantity of imports to the quantity of domestic 
production in a manner that is fair and equitable and based on historical rela- 
tionship between the two. We hear much about the uncertainties which face 
our foreign competitors who are trying to develop a market here. We hear far 
too little about the uncertainties that face our domestic producers. A proper 
quota system would remove these uncertainties for both parties. There is 
ample precedent in this country for proper quota systems, as our friends engaged 
in agriculture are very well aware. If such methods are good for our farmers, 
why should they not, within reasonable bounds, be good for industry as well? 
I may say quite frankly that I still believe a flexible quota system is the best 
answer for our problem, avoiding the many subterfuges, complexities, and uncer- 
tainties that are inherent in the tariff system. 

By way of conclusion and in the brief time which is at my disposal, I hope 
that I have convinced you that our company and the industry of which we 
are a part are essential for the economic well-being and the military security of 
our country. Should our industry be sacrificed or should it not? Should we 
be encouraged to build and plan for the future, maintaining or increasing the 
employment that we can offer, or should we prepare our thinking for an industry’s 
demise? This is the ultimate decision you gentlemen and your colleagues must 
make. 

Not only do we agree with our Government in declaring the growing of 
domestic wool to be essential, we have consistently supported the pleas of the 
domestic wool growers for adequate protection despite the fact that we as a 
company import most of our raw wool from abroad. We gladly pay that duty 
because we believe in that essentiality. Now that our wool growers are right- 
fully being helped by Government subsidy, we contend that our converting indus- 
try, without which the product of the growers can neither be marketed nor used, 
should receive comparable consideration. 
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We are confident that a careful study of our industry by the Tariff Commis- 
sion will bring the answer to Congress that a flexible quota be established or 
tariff rates be adequately increased. 

Mr. Rorinson. I am a member of the board of directors, and special 
assistant to the president of the Forstmann Woolen Co. I am also 
president of Forstmann, Inc., the company’s sales agency. 

The Forstmann Woolen Co., with plants located in Passaic and 
Garfield, N. J., specializes in the manufacture of woolen and worsted 
fabrics for essential apparel purposes, both civilian and military. 
It performs all of the operations from the purchasing and sorting of 
the raw wool to the delivery of the finished fabric. 

For the past 10 years or more I have come to Washington on 
many occasions to appear before congressional committees and ad- 
ministration committees to sound a warning as to what would happen 
if tariffs on wool products were cut and cut again from the levels last 
set by Congress in 1930. 

Frankly, on those previous visits I was chiefly concerned about a 
future injury. The impact of a devastating world war, the inflated 
abnormal conditions of the postwar period, the strife in Korea, and 
the economic reactions which it touched off, have all combined to 
delay and camouflage the results of the tariff cuts made on our prod- 
ucts in 1939, 1945, and 1948. In that period the specific duty on wool 
fabrics valued at over $2 per pound has moved downward from 50 
cents per pound to 3714 cents per pound, and the ad valorem rate 
has been reduced from 60 percent to 25 percent. But in the last 2 
years the parade has definitely caught up with the band. 

Based on our own actual company experience and on our knowl- 
edge of what has already happened in the wool textile industry, of 
which we are a part, we know that we have been hurt, and badly hurt, 
by tariff rates that are already too low to accomplish their purpose 
of counterbalancing the vastly lower costs of foreign labor. There- 
fore, we are naturally very keenly apprehensive of any provision or 
intent in H. R. 1 that would lead to a still further reduction of these 
duty rates. 

In fact, we firmly believe that the United States Tariff Commis- 
sion, adequately staffed and supplied with sufficient funds and func- 
tioning as a factfinding board responsible only to Congress, should 
immediately undertake a detailed analysis of all our tariff rates, indus- 
try by industry and product by product. Based on these studies, 
recommendations should be submitted by the Tariff Commission to 
Congress for whatever rate changes the facts warrant. The primary 
considerations should be the military security and the economic 
strength of the United States, and the maintenance of peak employ- 
ment in this country, as well as the economic strength of our allies, 
factors which are of basic importance not only to us but to the exist- 
ence of the free world. Congress should then act upon these recom- 
mendations and promulgate whatever tariff policies, regulations, or 
rates will achieve these objectives. 

I would now like to take up some of these statements in greater 
detail. 

Our company is proud of its contribution toward the winning of 
World War II, a record that it attested by the following letters from 
Lt. Gen. E. B. Gregory, then Quartermaster General, and Rear Adm. 
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W. J. Carter, Chief of the Bureau of Supplies and Accounts of the 
Navy Department. Because of the importance of the subject, I take 
the liberty of quoting these two letters in full. 


ARMY SERVICE ForcEs, 
OFFICE OF THE QUARTERMASTER GENERAL, 
Washington 25, D. C., January 9, 1946. 
Mr. Curt E. ForstMANnN, 
President, Forstmann Woolen Co., 
Passaic, N. J. 

Dear Mr. ForstMANN: Although due and proper recognition has been accorded 
the textile iridustry’s contribution to our Nation’s war effort and to the total 
victory finally achieved, I feel that your company’s accomplishments in the field 
of war production are worthy of particular observation and appraisal. 

The records of the Quartermaster Corps reveal that during the period from 
January 1942 to the end of hostilities the Forstmann Woolen Co. supplied the 
Armed Services with approximately 12 million yards of various types of fabric. 
The records also reveal that the Forstmann Woolen Co. repeatedly undertook 
the production of new and difficult to manufacture cloth which other producers 
were reluctant to attempt and that on occasions when the industry as a whole 
encountered difficulties in meeting Army specifications, the Forstmann Woolen 
Co. utilized its research and development facilities to minimize or overcome 
these difficulties. In short, the Forstmann Woolen Co.’s contribution to victory 
was consistently outstanding—a contribution for which you and your entire 
organization are herewith unqualifiedly commended. 

I am confident that the same transcendent drive displayed by your company 
during the war years will manifest itself anew in meeting and solving the 
problems of our country’s industrial future. 

Sincerely yours, 
E. B. Greoory, 
Lieutenant General, 
The Quartermaster General. 


NAVY DEPARTMENT, 
BUREAU OF SUPPLIES AND ACCOUNTS, 
Washington 25, D.C. 
Mr. Curt E. ForsTMANN, 
President, Forstmann Woolen Co., 
Passaic, N. J. 


My Dear Mr. ForstMANN: Now that the war is ended and victory achieved, 
I wish to take this opportunity to express to you the sincere appreciation of 
the Navy for your company’s contribution to the war effort. 

The Navy is particularly appreciative of the assistance rendered by your 
company in meeting the high quality standards of the Navy’s requirements for 
blue woolen materials used in the manufacture of enlisted men’s garments. The 
utilization of your research and development facilities for the purpose of pro- 
viding indigo stock-dyed woolen materials insured an additional source of supply 
for these materials at a time when they were urgently needed in the war program. 

The records show that during the period from October 1942 to the end of the 
war, the Forstmann Woolen Co. supplied the Navy with approximately 1,600,000 
yards of Melton and Kersey, the value of which exceeded $7 million. The 
performance of your company under contracts awarded and in meeting delivery 
schedules was highly satisfactory, and your record is one of which you may be 
justifiably proud. 

Sincerely yours, 
W. J. CARTER, 
Rear Admiral, Supply Corps, United States Navy, Chief of Bureau. 


There can be no question of the vital importance of our wool textile 
industry in providing the military forces of our country, and when 
necessary the military forces of our allies, with adequate protective 
clothing, primarily made of wool. Lack of such wool clothing was 
a major factor contributing to the defeat of the German Army in 
Russia, just as Napoleon met disaster in the same region for the same 
reason over a century before. 
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The facilities for producing these essential military fabrics should 
remain located within the borders of our own country, where they 
can best be defended in emergency. It is bad ined that such a 
large proportion of our raw wool supplies must be transported across 
broad oceans; I well remember the consternation that prevailed early 
in 1942 when it appeared that Japan might sever our access to the 
wool-growing centers of Australia. Fortunately for us, it didn’t hap- 
pen then. 

In the hearings before the Senate Committee on Agriculture and 
Forestry, in connection with 8. 2911, a bill to provide for the develop- 
ment of a sound and profitable domestic wool-growing industry, 
under date of February 19, 1954, the Honorable Ross Rizley, Assistant 
Secretaray of Agriculture, testified : 

Importance of wool: The Congress and the President have declared the 
domestic wool-industry essential to our national security and welfare. Wool 
not only is important in our everyday living, it is a strategic item in our national 
defense. We are producing less than one-third of our peacetime requirements. 

Our present level of production is equivalent to only about one-half the rate 
of consumption for military use alone during World War II. The foreign wool 
upon which we must rely to supplement our domestic production requires ship- 
ping over sealanes from 5 to 8 thousand miles. Dependence upon imports over 
such extended supply lines in time of national emergency with the hazard of 
submarines to ocean shipping is not wise nor sound planning. 

Recognizing the fundamental importance of adequate supplies of 
raw wool, as well as wool fabrics especially in time of war emergency, 
our own Government is currently endeavoring to stimulate the in- 
creased growing of raw wool in this country through direct subsicy 
assists to the domestic woolgrowers. 

We submit that while this program is both necessary and desirable, 
equal thought and attention should be paid to the industry which 
converts this raw wool for use, because without such an industry in a 
flourishing condition, our domestic woolgrowers will have no market 
and the raw wool will be of no avail. 

Let us now comment on the recent trend of the industry of which 
we are a part. Employment in our wool textile industry has fallen 
from a peak of 193,000 people to a current total of approximately 
95,000. And yet it is commonly admitted that the maintenance of 
peak employment should be one of the primary objectives of all our 
economic planning. An unemployed textile worker cannot buy the 
products of Detroit assembly lines. And the prevalence of unemploy- 
ment is of itself an invitation for communism to spread. In the 
Passaic, N. J., area where the Forstmann Woolen Co. is located, the 
wool textile mills at one time employed about 13,000 people. Today 
that number is approximately 5,200. 

In the year 1946 the wool textile industry in this country produced 
approximately 604 million linear yards of fabrics. In 1954 prelimi- 
nary estimates place the volume at 300 million linear yards. Industry 
figures from National Association of Wool Manufacturers. 

Since January 1, 1949, at least 137 wool textile mills have suspended 
operations or liquidated. This does not include those that have moved 
or combined with other firms. A sorry record of financial losses, 
month by month and quarter by quarter, has been spread upon the 
financial pages of our newspapers, for all to see and read. 

While all this has been going on, what about the imports of woolen 
and worsted fabrics? They have increased from a total of 4,613,000 
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square yards in 1947 to 24,275,479 square yards in 1953, an increase 
of 426 percent. ‘The year 1953 is the last for which we have complete 
figures available. In 1954 the imports decreased somewhat in ian 
but not in proportion to reduced domestic production (figures from 
U.S. Tariff Commission). 

Nor do we know to what extent these import increases will grow. 
Japan, with labor rates among the lowest of all nations, is appearing 
ever larger on the horizon. The following figures on Japan’s pur- 
chases of greasy and scoured wool are revealing: 

Purchases in pounds 
1950 75, 420, 000 
1951 120, 190, 000 
Te cern rg ee wears peewee eam a ee 142, 960, 000 

é 197, 340, 000 

Source: Wool Digest, May 26, 1954. 

Japan’s production of woven wool cloth has increased from 25.4 
million square yards in 1948 to 166 million square yards in 1953. The 
number of woolen and worsted looms installed in that country has 
increased from 14,168 in 1949 to 20,074 in 1952. This latter figure is 
already 62.8 percent of the wool apparel fabric looms in the United 
States in that same year of 1952. Japanese wool fabrics, of over- 
improving quality, are being landed in this country, duty paid, at 
prices less than the United States production aaah tes from 1953 


Bulletin, National Association of Wool Manufacturers. 

In that connection I have here some samples that I shall be very 
glad to show you if you gentlemen are interested. 

In comparing the size of the Japanese wool fabric-producing poten- 


tial with that of America, let us not forget that in World War II 


our wool textile industry was able, without the addition of new plants 
or machinery at that time and without clothes rationing, to supply 
military fabrics for 11 million men and women under arms, take care 
of the clothing needs of our civilian production, and produce addi- 
tional quantities for lend-lease. It was fortunate indeed that we could. 

Neither the textile industry in general nor the Forstmann Woolen 
Co. in particular seeks adequate tariff protection because of any inefli- 
ciencies of management, equipment, or methods. In fact, we take 
pride in the efficiencies that we have achieved. In the 7-year period, 
starting with 1946—and that includes cotton, rayon, and so forth—the 
textile industry spent $314 billion on new plants and equipment despite 
the fact that for 2 of these 7 years the textile business was in one of 
its most serious recessions. 

We contend that these facts point to an industry that is vigorous, 
progressive, and keen to take advantage of the latest technological 
developments—figures from Federal Trade Commission, Securities 
and Exchange Commission. 

While we are continually endeavoring to improve the efficiency of 
our plants and equipment, so too are our competitors abroad. Fur- 
thermore, technical experts from many foreign textile mills have come 
to this country under our point 4 program to visit our plants and to 
learn at firsthand our latest improvements in manufacturing tech- 
niques and equipment. 

The textile industry of the United Kingdom is generally recognized 
as the most efficient next to the production records of workers in the 
United States. Below is a table showing the square yard production 
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record per worker from 1949 through 1952 in both the United States 
and the United Kingdom. 
(The table is as follows :) 


UNITED STATES 


| : 
Production of Average 














ie woven wool | : Square yards 
Year apparel fabrics | — | per worker 
in square yards | 

527, 000, 000 lol, 228 4, O15 
587, 000, 000 | 143, 714 | 4, 0M 
510, 000, 000 125, 352 4, 053 
591, 000, 000 112, 945 4,445 

-— _ : — a 

UNITED KINGDOM 

OND 650 icicailatieedbeties Decent ed oe ie ob 438, 600, 000 164, 350 | 2, 668 
10BB. cc dectanventeteodublas cotiecaudtes oie ee 450, 360, 000 169, 320 | 2, 660 
19GB ci cncinch chow dbb ducted caatidaahaabbdaknarediter= > tas 418, 100, 000 149, 820 2, 790 
$908. fico dvb nn bic tents nied a pabetvedaaadactuaiedilghmatias : 377, 880, 000 155, 200 2, 435 














Relative efficiency of United States workers over United Kingdom workers 


DA Be Sicincaone die eunipcaieabel siteatione sete ME Pen iratiniaeiens cociotcersentore aetna 1.5 
MOOG as sie ian re saigbepe bean PE ety aban arnt ace Relay ae glee bone arp I ne 1.8 


Sources: Annual Survey of Manufactures, Bureau of Census, Department of Commerce 
(also Mar. 11, 1953, issue) ; 1951 Annual Bulletin of National Association of Wool Manu- 
facturers; Wool Industry Bureau of Statistics, Monthly Bulletin, November 1952. 


It is clear from these figures that the American wool textile industry 
was at least 50 percent more efficient, and in 1952 was 80 percent more 
efficient than the comparable industry in the United Kingdom, 1.5 
in 1949 and 1.8 in 1952. 

The woolen and worsted textile industry has more than kept abreast 
of the times, and its workers, with this modern equipment, are much 
more efficient than workers elsewhere in the world. On the other hand, 
the most modern machinery and the most efficient, industrious worker 
cannot possibly offset the low wage rates of foreign countries. In a 
list of eight leading industries in the United States, the products of 
the textile industry have the highest labor content of any. 

This high labor content in woolen and worsted fabrics makes them 
particularly susceptible to competition from imported textiles pro- 
duced by cheap foreign labor. And, not to be ignored as a natural 
corollary of this, the industry provides very high employment in re- 
lation to its product value. For example, on the basis of labor cost 
ratios, if automobiles are exported from this country and paid for by 
an equivalent dollar value alisha wool products, 214 jobs would 
be destroyed in the textile industry for every 1 job created in the 
automobile industry. 

Having proved that labor is a very large part of the cost of cloth, 
I would like to incorporate herein a very careful study of labor rates 
in the textile industry throughout the world. 

(The study referred to is as follows :) 


57600—55— pt. 2——-27 
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Foreign wage rates (for adult males), wool textile industry, as of October 1951 
[Hourly rates expressed in United States currency at the official rate of exchange] 


: = 
Mule Unskilled 
Loom fixer labor 


Weaver spinner 


$1. 02 
43 
$0. 23- . 


ABRE 





8 
SSSSRRERER 


SSSSBARENSHY 


— 
— 


Sources: Foreign countries—International Labor Office, Geneva, Switzerland; United States—Depart- 
ment of Labor, Labor News, release for April-May 1952 (average: male and female). 


Italy (July 1951): Average per hour for all wool textile workers (including 
family allowance) $0.29 


Source: Ministry of Labor, Rome. 
West Germany (May 1952)—Average per hour for textile workers : 
M 


Source: Wirtschaft & Statistik, September 1952. 


France (July 1952)—Average per hour for textile industry : ee 
em 


Unskilled laborer oe $0.27 
Semiskilled worker 3 31 
Heavy laborer 
Skilled worker 


Source: Ministry of Labor and Social Security, July 1952. 


Making a quick comparison, it is clear that our industry pays about 4 
times what is paid in the United Kingdom for comparable labor, and 
nearer 5 times what is paid in France, Germany and Italy. 

The most recent figures from Japan show they pay less than 20 cents 
per hour. When you pay from 4 to 10 times as much as your competi- 
tors to make a product with a high labor content, no magic of efficiency, 
management or machinery can possibly overcome such differentials. 

The direct labor costs in the production of cloth are not the only ones 
that have to be recognized. Labor costs are naturally less abroad for 
buildings and equipment, for repairs and maintenance of textile fac- 
tories and machinery. This means less investment, less overhead and 
consequently lower production costs for the articles manufactured. 

Here we have made a very careful recording of wage rates of car- 
penters, bricklayers, structural ironworkers, and so forth. 

(The tabulation referred to is as follows :) 
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June 1952 wage rates 


Structural 
iron- 


Carpenters Bricklayers 
workers 


United States: 


Source: Engineering News Record, September 1952 issue, 


NOB: SHER RB | 


— 
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Up to this point I have referred to Dee of the wool textile 
industry in a general way. I would now like to speak about the partic- 
ular situation of the Forstmann Woolen Co., which I represent here 
today. 

In 1948 we were running 24 hours a day with all machines fully oc- 
cupied. Today we are producing less than half and are employing 
50 percent less people than we were at that time. In fact, I may say 
that the year 1954, by any standard, was the worst year that our com- 
pany has suffered since the bottom of the depression in the mid-1930’s 
despite the fact that many businesses sao their most prosperous 
period in 1954. I means not business in the textile field ; I means busi- 
ness generally. 

The Forstmann Woolen Co. is not a large concern and its produc- 
tion represents something less than 4 percent of the total of the wool 
textile industry in this country. However, from the standpoint of 
the military security of our country, the company is important be- 
cause of the great amount of research work that it has performed in 
developing new fabrics and colors for our military forces and because 
of the fact that during World War IT our company specialized in the 
production of those military fabrics that were relatively the most dif- 
ficult to manufacture. 

In the civilian apparel field we have admittedly an important posi- 
tion because of our leadership in developing new fabric styles and col- 
ors which, in turn, stimulate the business of garment manufacturers, 
retail stores, and specialty shops throughout the Nation. 

As president of Forstmann, Inc., the sales agency for Forstmann 
Woolen Co. fabrics, I am in constant touch with our customers and 
with market conditions that affect our business. I know from first- 
hand knowledge and experience that foreign fabrics are being offered 
to our customers—fabries of excellent quality and style; fabrics which, 
because of the cheaper labor rates abroad, are offered at prices in this 
country which are from $2 to $3 less per yard than what we are com- 
pelled to charge. 

I can speak from personal experience as to the damaging effect of 
competition of this sort, and I can assure you that the damaging effect 
in proportion goes far beyond the actual volume of the imports. Just 
as in the case of a saucerful of water, a few extra drops make the whole 
thing overflow, with our wool textile industry geared up as it is to take 
care of the full needs of our country, every yard that is imported means 
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1 less yard to be manufactured here and more importation of wool 
fabrics means the exportation of jobs. In fact, the 24,275,000 square 
yards of woolen and worsted fabrics that were imported into this 
country in 1953 could have provided a year’s work for from 10,000 
to 12,000 American workmen. 

We do not contend that all of the ills of the wool textile industry 
are entirely due to foreign competition. We have already referred 
to the highly competitive nature of our industry itself. We know 
that the natural fibers are vying with the synthetics for consumer 
preference in many areas and we realize that we are all competing for 
the consumer dollar. However, it is our considered and sincere opin- 
ion that the principal underlying cause of our difficulties is the mount- 
ing competition from abroad which is made possible and encouraged 
by the fact that our reduced tariffs no longer compensate, as they are 
supposed to do, for the differential in labor costs between here and 
across the seas. This may be referred to as the labor gap, and I can 
assure you that this is far more serious than the so-called dollar gap 
which is actually now nonexistent. : 

On many previous occasions when appearing for the Forstmann 
Woolen Co. before congressional committees I have argued that the 
fairest and most adequate method of protecting this vital industry is to 
set up a flexible quota system which will gear the quantity of imports to 
the quantity of domestic production in a manner that is fair and equit- 
able and based on historical relationship between the two. We hear 
much about the uncertainties which face our foreign competitors who 
are trying to develop a market here. We hear far too little about the 
uncertainties that face our domestic producers. 

A proper quota system would remove these uncertainties for both 
parties. There is ample precedent in this country for proper quota 
systems as our friends engaged in agriculture are very well aware. 
If such methods are good for our farmers why should they not, 
within reasonable bounds, be good for industry as well? I may say 
quite frankly that I still believe a flexible quota system is the best 
answer for our problem avoiding the many subterfuges, complexities, 
and uncertainties that are inherent in the tariff system. 

By way of conclusion and in the brief time which is at my dis- 
posal, I hope that I have convinced you that our company and the 
industry of which we are a part are essential for the economic well- 
being and the military security of our country. Should our industry 
be sacrificed or should it not? Should we be encouraged to build and 
plan for the future, maintaining or increasing the employment that 
we can offer, or should we prepare our thinking for an industry’s 
demise? This is the ultimate decision you gentlemen and your col- 
ieagues must make. 

Not only do we agree with our Government in declaring the growing 
of domestic wool to be essential, we have consistently supported the 
pleas of the domestic-wool growers for adequate protection despite 
the fact that we as a company import most of our raw wool from 
abroad. We gladly pay that duty because we believe in that essen- 
tiality, to have that strong woolgrowing industry in this country as 
the Congress has realized in the Wool Act and the present subsidy bill. 

Now that our woolgrowers are rightfully being helped by Govern- 
ment subsidy we contend that our converting industry, without which 
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the product of the growers can neither be marketed nor used, should 
receive comparable consideration. 

We are confident that a careful study of our industry by the Tariff 
Commission will bring the answer to Congress that a flexible quota 
be established or tariff rates be adequately increased. 

Mr. Mitts. We thank you, Mr. Robinson, for your appearance and 
the information given the committee. 

Mr. Reep. The high wages you pay, Mr. Robinson, and the large 
labor content of the product. you make explain largely why the im- 
ports of wool products, including the fabrics you make, are more 
than 10 times larger than exports. 

Mr. Rostnson. That is exactly it, sir. 

Mr. Mus. Thank you, Mr. Robinson. 

Mr. Rortnson. Thank you, Mr. Chairman. 

Mr. Muus. The next witness is Joseph Opilla. 

Will you come forward, Mr. Opilla, and give your name and 
address and the capacity in which you appear. 


STATEMENT OF JOSEPH OPILLA, MANAGER OF THE PASSAIC JOINT 
BOARD, TEXTILE WORKERS UNION OF AMERICA, CIO 


Mr. Orrmxa. Joseph Opilla, 60 St. James Place, Clifton, N. J. I 
am manager of the Passaic Joint Board, Textile Workers Union of 
America, CIO. 

Mr. Minis. You may have a seat and deliver your statement without 
interruption. 

Mr. Opiria. Mr. Chairman and gentlemen of the committee, I 
think I have the shortest statement on record. I would like to refer 
io the statement. 

I assume that the clerk is giving you a copy of it. 

I think that graphically demonstrates quite well what is happening 
to us. I want to say at the outset that our position on H. R. 1 has 
been outlined in the letter sent to the committee by John Chupka. 

Mr. Mirizs. Your statement and the letter referred to will be made 
u part of the record. 

(Tabulation and letter referred to are as follows:) 


STATEMENT TO THE UNITED States TARIFF COMMISSION CONCERNING POSSIBLE 
TARIFF CONCESSIONS ON TEXTILE ITEMS IN THE NEGOTIATION OF RECIPROCAL 
TrapE AGREEMENTS WITH JAPAN, SUBMITTED BY SOLOMON BARKIN, DIRECTOR 
OF RESEARCH, TEXTILE WORKERS UNION oF AMERICA, CIO, DecEMBER 22, 1954 


We appear before your committee to attest to the impropriety of reducing 
tariff rates on textile items. An expansion of textile imports would have a 
highly unfortunate effect upon the workers in the industry. They are now 
suffering under the double impact of a high rate of technological change and 
intense competition among different fibers, processes, and products. Thousands 
of workers have been displaced and thrown onto a labor market where few 
opportunities for alternative employment exists. It would be unfortunate to 
add to the workers’ dislocations and anxieties by threatening the continued exist- 
ence of those branches of the industry which would be seriously affected by 
foreign competition. Moreover, the lowering of tariff rates would create further 
dislocations without providing a substantial permanent market for the foreign 
textile industries in this country. 

We are impressed with the unusually high level of unemployment in our 
industry at a time when the country is enjoying a high level of employment and 
business activity. The high rate of displacement of jobs because of technological 
and style changes is of a continuing character and therefore any move which 
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would add to the difficulties of the industry would have lasting effects upon the 
economy and would seriously aggravate the problems of the unemployed. 

The utmost care must be employed in a review of tariff rates on textiles at this 
time. We submit the following propositions as basic to the consideration of the 
textile tariff problems: 

1. A high level of unemployment prevails in many divisions of the textile 
industry. Alternative employments are limited in textile areas. 

2. Current technological changes, interfiber, interprocess, and interproduct 
competition are threatening many more jobs. 

3. In view of the prevalence of unemployment, this is an inopportune time 
for further concessions which would complicate the adjustment process. 

4. Certain branches of the textile industry included in the current negotiations 
are the branches of the traditional industries which have the best chance for 
continued survival in interfiber competition and therefore should not be threat- 
ened by a new increase in the volume of imports. 

5. The industry has lost many foreign markets and export volume has been 
sharply reduced and is further threatened. 

6. Concessions to Japan under the Most-Favored-Nation Treaty will extend to 
all world textile exporters. 

7. Textile imports should not be conceived as primary sources of international 
trade for countries involved in the proposed negotiations. 

8. The maintenance of an adequate American textile industry is essential to 
our national standard of living, position, and defense. 

9. The American textile industry is one of the largest of all national textile 
industries and its position must be maintained. 

10. Protection of the American industry has had few unfavorable effects upon 
the American or world textile economy. 

11. The tariff mechanism is a faulty determinant of the flow of textiles and is 
complicated by current raw-material price policies. 

12. Concessions should not be negotiated for products which are primarily 
supplied by countries other than those with whom negotiations are contemplated. 

13. Limited types of imports of textile products can contribute to new ideas, 
developments, fabrics, and designs, but they should not come in such volume as 
will destroy segments of the American industry. 

14. We urge the promotion of international fair labor standards in the world 
textile industry to avoid competition on the basis of exploited labor. 


I. A high level of unemployment prevails in all divisions of the textile industry. 
Alternative employments are limited in textile areas. Textile workers are 
older persons so that reemployment proves difficudt; periods of unemploy- 
ment prolonged; many exhaust unemployment benefits; large numbers pre- 
maturely forced out of labor market 


Unemployment is currently widespread among textile workers throughout the 
country. The number of workers in the textile products mills in October 1954 
was 988,000, which is 281,000 less than in February 1951. This is the net reduc- 
tion in jobs. The total number displaced is much greater, as many who lost 
their jobs have been replaced by others. 

All textile areas are suffering from this unemployment (see table I). One 
hundred and seventeen thousands jobs were lost to the industry during the past 
2 years in New England, 85,000 in Middle Atlantic States, and 52,000 in the South. 
The largest employment reductions were suffered in Massachusetts and Penn- 
sylvania and substantial losses were also registered in several Southern States. 

As textile mills are generally located in nonmetropolitan areas, frequently 
comprising one-industry or one-mill communities, alternative employments in 
the locality are lacking. The slump in textile employment therefore depresses 
entire communities and leaves workers and their families stranded. The signifi- 
cance of this concentration is borne out by the fact that 5 of the 8 major areas 
in the continental United States which are designated “areas of very substantial 
labor surplus” by the Bureau of Employment Security are textile areas. In 
addition, 4 smaller textile areas are classified in this category (having 12 percent 
or more of the labor force unemployed). There are also 20 textile areas 
(including 7 major communities) in the substantial-labor-surplus classification, 
i, e., with more than 6 but less than 12 percent of the labor force unemployed 
(see table IL). These communities have not prepared for this situation with 
new industrial developments. The people have a lifetime investment of skills 
in the textile industry. 
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The concentration of textile manufacturing in the States along the Atlantic 
seaboard makes these areas peculiarly dependent upon the industry. The pro- 
portion of total manufacturing employment accounted for by the textile industry 
is in excess of 50 percent in North and South Carolina and more than 25 percent 
in Rhode Island and Georgia. In addition, substantial proportions of the factory 
employment in New Hampshire, Maine, Massachusetts, Vermont, Connecticut, 
Pennsylvania, New Jersey, Virginia, Alabama, and Tennessee are provided by 
the textile industry. 

Many thousands of the textile workers who are unemployed have no prospect 
of reemployment in their communities because the mills in which they were 
employed are permanently closed. At least 556 plants in the major branches 
of the textile industry (cotton and rayon, woolen and worsted, and dyeing and 
finishing) have been liquidated since the end of the war, throwing more than 
144,000 workers out of their jobs (see table III). Many of these are located 
in isolated communities where no opportunity for other employment exists. As 
a result, with year ended June 30, 1954, almost 100,000 New England workers 
were unable to find jobs during the period covered by unemployment compensa- 
tion, exhausting their benefit rights. 

The effect of the current drastic contraction in the textile industry is being 
felt particularly by the older workers because this industry has an unusually 
large proportion of mature and middle-aged employees. Mill liquidations and 
reductions in employment are most severe in the areas with the oldest work 
populations. The latest study of the ages of workers establishments covered 
by the old age and survivors insurance shows that the proportion of male 
workers 65 years of age and over was 5.2 percent in textiles as compared with 
the average for all manufacturing industries of 2.7 percent. 

The older workers are the chief sufferers from mill liquidations. They have 
the greatest difficulty in finding new jobs when the mills in which they have 
been working—frequently for several decades—shut down. The skills which 
they have acquired over the years are largely wasted as there has been little 
transferability of skills from the textile industry to the industries which are 
growing in textile areas. Indeed, the recruitment policies of the firms which 
are expanding militate against the employment of former textile workers because 
of the emphasis on hiring young people. As a result, thousands of able-bodied 
men and women are being relegated to a new industrial scrapheap. 

The insurmountable obstacles faced by older workers seeking employment as 
a result of technological displacement or plant shutdowns are indicated in a 
number of surveys conducted in recent years on the experience of the labor 
force of liquidated textile mills. In July 1947, the Oakes Mill in Bloomfield, 
N. J., was closed permanently and the union surveyed 132 of the former employees 
a year later to determine their experience in obtaining employment. While 63 
percent of the workers had found some job during the year following the mill’s 
closing, only 6 percent of the workers aged 65 and over had been so fortunate. 
Moreover, while 44 percent of the workers were still employed on the date of the 
survey (July 31, 1948), none of the 65 and over group had retained his job. 

In May 1948, the Esmond Mills in Esmond, R. I., was liquidated and a union 
survey of 628 former employees in November 1948 revealed that while 48 percent 
of the workers were able to obtain a job in the half-year following the mill’s 
shutdown, the proportion of successful job seekers dropped sharply after the 
age of 50: in the 40 to 49 bracket, 56 percent had obtained a job, 30 percent in 
the 50 to 59 class, 28 percent in the 60 to 64 class, and only 15 percent in the 65 and 
over category. Similar disparities were indicated in the distribution of former 
Esmond Mill workers who were employed as of November 30, 1948: while 39 
percent of all workers were employed, only 15 percent of the 65 and over group 
had a job. 

In 1952, the staff of the Committee of New England of the National Planning 
Association conducted studies of the postliquidation experience of employees of 
two textile mills. The report of the committee is currently in the process of 
publication. It will show that there was little transference of skill levels among 
those who were able to find jobs. With regard to one of the plants studied (a 
New Hampshire woolen and worsted mill) the committee found that 13 percent 
of the labor force withdrew from the labor market after losing their jobs, most 
of these being older workers, particularly women past 60 years of age. 

A study currently under way by the Bureau of Business and Economic Re- 
search of Northeastern University in Boston has resulted in the interviewing 
of 756 workers from three liquidated mills in New Hampshire and Massachusetts 
(1 in Fall River and 1 in Lowell). William H. Miernyk, director of this study, 
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has reported the first findings as follows: displaced textile workers are generally 
not being absorbed by the “growth” industries. ‘“New industries evidently are 
filling jobs with newcomers in the labor market instead of with displaced textile 
workers, according to the bureau’s findings,” reports Business Week, March 6, 
1954. “In Lowell, younger male workers found new jobs, but those over 45 years 
of age still were largely unemployed after a year. In New Hampshire, 2 years 
after the shutdown, almost a third of the 200 laid off in the woolen mill were 
still out of work.” 

The above report of the Committee of New England concludes that “job dis- 
placement as a result of the liquidation or migration of a mill or factory is 
particularly hard on the older worker. If a worker past 50 years of age can 
continue at this present work, he may have many years of prodctive and remu- 
nerative employment left to him. If he loses his job most employers will be 
reluctant to hire him. He may be barred from productive work at a relatively 
early age and he may be forced to accept such casual employment as comes his 
way or to withdraw from the labor force entirely.” 

The prevalance of these circumstances in the textile communities makes it 
vital for us to insist that no concessions in tariff rates be granted which would 
aggravate this condition. 


IT. Current technological changes, interfiber, interprocess and interproducts com- 
petition are threatening many other jobs 


The record of postwar technological changes in the textile industry is most 
impressive. The advances of modern technology are penetrating the American 
textile industry and affecting processes, procedures, mill layout, and mill man- 
agement. It is not our purpose herein to provide any detailed sketch of these 
changes. We mean merely to indicate that productivity per man-hour is rising 
primarily through the reduction of manpower. The current rate of increase is 
in excess of 5 percent per annum. The large numbers of employees already 
displaced is a symbol of the more far-reaching difficulties facing the textile 
eer Older skills and personal associations are being eliminated by these 
advances, 

A measure of the amount of technological change is provided by data on textile 
mill expenditures for new plant and equipment reported by the Department of 
Commerce. Since World War II, the industry’s expenditures have amounted to 
over $4 billion. The bulk of these expenditures was for the purchase of new 
equipment rather than new buildings. Moreover, the rush of new equipment 
suggests strongly that there are new and more far-reaching changes on the draw- 
ing boards and in the pilot stage. These are radically changing the production 
methods in the industry. 

These new innovations are of many kinds. The most dramatic is, of course, 
the introduction of new fibers. Rayon came in the 1930’s. Nylon was truly the 
fiber of the early postwar period. Now orlon and dacron have gained substantial 
footholds, displacing the older textile fibers. Saran, glass, dynel, and other fibers 
are being produced. Silk was dealt a striking blow by nylon. Wool is now being 
seriously threatened by dacron and other synthetics in the suiting fields, by 
synthetics in the floor-covering area, and by new chemical finishes which provide 
insulation. 

The mills whose products are being displaced generally cannot handle the new 
fibers. Plants which had not manufactured these products have come into the 
field to take the place of the traditional producers, Ghost towns are beginning 
to develop and workers are left stranded. 

Older textile industries are being revolutionized by new machines. They are 
sturdier, faster, run more smoothly, telescope processes into fewer operations, 
and reduce the amount of labor required for their operation. Parts are being 
added which facilitate the operation and thereby reduce subsequent processing. 
Better mechanical and new electronic controls are increasing the precision of 
each operation and make them more and more automatic. Material is being 
mechanically delivered and removed. Better layouts are reducing the required 
floor space and the amount of handling. Fans, blowers, and suction pipes are 
. eliminating much of the manual cleaning. Oiling is being done by mechanical 
oiling systems or parts are being inserted which require little oiling. Air condi- 
tioning is improving operations and reducing yarn breaks. Better parts are 
insuring longer life, less replacement and less maintenance. 

These changes can be found in each division of the industry. One-process 
pickers and material-handling devices have sharply cut the manpower in the 
opening and picking operations in the cotton mills. New drawing frames and 
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long-draft devices have telescoped the roving and spinning operations. Winding 
has become so automatic that the work force on these operations is a mere frac- 
tion of the labor required in prewar mills. Warpers have been speeded ; slashers 
have been made more automatic. Looms have been speeded and made more 
versatile and more revolutionary changes are impending. 

In the woolen industry, opening and picking have been mechanized. The mules 
have been displaced by spinning frames. High-speed winders and warpers have 
replaced older equipment. The nonautomatic loom has practically disappeared. 
In the worsted industry, the most radical changes have been the introduction 
of the pin drafter and long draft frame spinning which have radically reduced 
manpower complements. 

The finishing processes on all fibers have been revolutionized through the 
introduction of ranges which combine several operations in continuous processes 
with machinery which is controlled through instrumentation, 

But these changes have also been accompanied by process competition. Cotton- 
type spinning equipment is making great inroads in the worsted-type processing 
of long fibers. The conversion of tow into yarn is competing with the spun rayon 
manufacture. Bonded fibers and roving are competing with fabrics, yarns, and 
ropes. Knitted products are supplanting woven products in many areas. Tufted 
carpets are replacing woven ones. Synthetic filament fabrics are displacing 
spun yarn fabrics of different fibers. Finishing processes are being required to 
perform services which the weaving industry had formerly done. 

In addition to these changes, the textile industry is losing out to other products. 
Plastics are substituting for textile fabrics in some uses such as automobile 
seat covering, household uses such as draperies, tablecloths, seat coverings, 
packaging. Paper products have displaced textiles in household uses such as 
towels, napkins, bookbinding, packaging, ete. 

The increase in the rate of technological change has also affected management. 
The accent today is on efficiency. Management has been reorganized to exercise 
centralized control over production. New techniques have been developed to 
safeguard quality. Mechanical controls have been introduced at virtually every 
point in the manufacturing process. Time and motion study methods have been 
used to improve plant layout and raise work assignments. Incentive wage 
systems have been more widely adopted. The chief objective, and chief result, of 
this pursuit of efficiency has been to reduce the labor required per unit of output. 

On top of all these technological and fiber changes the textile industry has been 
hit hard by marked changes in consumer tastes. With millions of families 
moving to the suburbs, taking up backyard sports and puttering around home 
workshops and gardens, interest in attire has been lessened. Television has 
helped make the home the focal point for leisure-time activities. As a result, 
apparel has become a more casual item in the consumer budget and casual wear 
has become acceptable for a multitude of uses formerly requiring “dressy” attire. 
Thus, production of men’s suits fell to 21.8 million in 1953, a decline of 25 percent 
per capita from the 1939 level. Along with this trend toward casual attire there 
has been a marked shift toward lighter clothing and housefurnishings. Men's 
overcoat and topcoat production in 1953 was at the same level as in 1939 in 
spite of the rise in the population of males 18 years and over of 17 percent. 
Blankets and comforters are among the other products which have felt the impact 
of these trends. 

The net effect of these shifts in popular preference and the vast increase in 
consumer indebtedness flowing from the postwar boom in housing construction 
and consumption of durable goods like TV sets, automobiles, refrigerators, and 
the like, has been a sharp decline in the proportion of total consumer expenditures 
going for apparel. From 10.4 percent in 1946 this proportion declined to 7.3 per- 
cent in 1953 and the 1954 ratio will probably be less than 7 percent. This propor- 
tion is well below the prewar level of 8.6 percent recorded in 1939. 

The combined result of these changes and shifts has been a serious blow to 
the workers in the industry. Such industrial transitions are rarely easy even 
when other jobs are available. The new openings seldom arise at a time and 
place where displaced workers can take advantage of them. Moreover, the 
long-term trend in the consumption of textiles is not reassuring. The higher 
productivity of the industry is not being matched by a rise in the per capita 
consumption of textile products. New uses have not arisen. Further contrac- 
tion of employment opportunities in this industry appears inevitable even in a 
period of relatively high employment in the economy as a whole. 

We are therefore particularly concerned lest the number of jobs be further 
reduced through the substitution of foreign products for American output. 
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III. Certain branches of the textile industry included in the forthcoming nego- 
tiations are those with the best chance for continued survival in interfiber 
competition and therefore should not be threatened by a new high volume of 
imports 

A number of branches of industry as indicated above are faced with serious 
competition from new fibers and processes. These are bringing critical problems 
to the fore. However, several branches of the industry subject to the forth- 
coming negotiations are the ones in the best position to survive this competition 
and thereby moderate the degree of disturbance within the textile industry. The 
workers involved will continue to be subjected to the sweeping technological 
changes now being effected. It is essential to avoid challenging the survival of 
these branches through a higher volume of imports. 

The products which are in a good position to provide a degree of stability to 
the industry during these difficult times are, among others, the following: 

Fine cotton fabrics (par. 904) 

Velveteens (par 905) 

Sheets and pillowcases (par. 911 (b)) 

Lacings (par. 912) 

Staple fiber (par. 1302) 

Bureau and table covers, etc. (par. 1529 (a) ) 
Quilts and bedspreads (pars. 911 (a) and 1529 (a) ) 

Specific discussion of a number of other items will be presented in a detailed 
analysis of the specific commodities. 


IV. Textile imports should not be conceived as a primary source of international 
trade for countries involved in these negotiations 


One major problem in formulating tariff policy is to determine whether the 
encouragement of the imports of textiles into this country will in the long run 
be desirable for these countries. Can they be expected to maintain long-run 
advantages? Can they be expected to maintain a textile export industry? 

Current technological product and fiber changes in the American textile in- 
dustry point to large-scale reductions in labor requirements per unit of output. 
A significant proportion of these technical changes are American in origin and 
spring from our needs and technical culture. Moreover, the increased penetra- 
tion of modern scientific development in the textile industry of the United States 
is suggestive of the continuing future volume of changes. 

In the utilization of these technical innovations, the American industry enjoys 
many advantages which assure its wider use of these developments. First is 
the great wealth of the American textile industry. Its huge war and postwar 
profits have resulted in the amassing of tremendous capital resources which, 
at the end of 1953 amounted to $6.2 billion as compared with $2.5 billion at 
the end of 1939. The industry can afford to spend freely for innovations. Some 
new textile buildings are coming up to exploit the advantages of modern plant 
design. In contrast, other countries do not have the money for complete modern- 
ization of their equipment and structures. Japan had one major experience in 
the postwar period but is not likely to engage in a similar program again. As 
time passes, the advantages of more modern productive capacity in the United 
States will probably become more marked and should offset the differences in 
wage rates. 

Our textile manufacturer is acquiring an increasing knowledge of the pro- 
cedures and methods followed in other American industries. They are being 
introduced into the textile industry. These procedures are particularly adapted 
to our large mass market. Textile production and marketing techniques are 
feeling the influence of the introduction of characteristic American industrial 
techniques. By converting the industry into a modern one, the American prod- 
uct becomes less vulnerable to foreign competition. 

One working population is also best prepared for the operation, maintenance 
and development of the newer technology. The new, precision-built machines 
need a highly trained operative who can keep records and understand the princi- 
ples of production. 

The textile worker had been converted into a machine tender after serving 
years as an artisan. Now he is being increasingly required to be the operator 
and regulator of complicated machines which involve refined use of electronic 
techniques and instrument controls and careful recording of observed perform- 
ance. The high level of education makes it easier to install these techniques 
on a wholesale scale in this country. 
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The large-scale organizations in this country with accumulations of capital, 
scientific knowledge and skilled technical, production and merchandising person- 
nel, provide a base for the introduction and rapid extension of technological 
changes. 

In contrast, the other countries of the world are short of capital, lacking in 
facilities for large-scale modernization, and suffering from a shortage in trained 
personnel. The more advanced industrial countries are likely to find, as Eng- 
land is concluding, that there are more attractive avenues for investment of such 
capital as it does have available. In the search for relative returns on various 
type of industries, textiles will rate very low in advanced countries and in Japan. 

Another phase of the problem is the determination as to whether the foreign 
countries are likely to maintain a large volume of textile exports. There 
has been an expansion of textile capacity into new countries and in older 
industrialized countries, despite the destruction of equipment during the war. 
Among the countries which have expanded cotton goods production are the 
following: India, from 3.9 billion yards before the war to 4.9 billion in 1953; 
Pakistan, 240 million yards in 1953; Chile, from 14 million yards before the war 
to 28 million yards in 1952. Total world consumption of cotton has risen by 
10 percent since 1939, from 30.6 million bales in crop year 1939 to 33.4 million 
in crop year 1953. 

The significant fact about the volume of production is that it has been 
moving into new areas. With this expansion has come the contraction in the 
volume of international trade. While total production of textiles has expanded 
over the last few decades, the volume of international trade has steadily de- 
clined. In cotton textiles, world trade was estimated at 9.5 billion yards per 
year before World War I. The volume declined to an average of 8.5 billion in 
1926-28 to 6.4 billion in 1936-38, and was 5.8 billion in 1951-53. The proportion 
of total consumption supplied by domestic production was 82 percent in 1936-38 
as compared with 73 percent in 1926-28. In 1951-53 the proportion of con- 
sumption provided by domestic production of cotton goods was approximately 
88 percent. . 

There is every indication that these trends are being continued. The newly 
industrialized countries are determined to provide their own textiles and reduce 
their dependence on textile imports. 

We believe that it is unwise to build up any significant degree of dependence 
in these countries upon the export of textile products. Moreover, these very 
countries are likely to have to expand their own consumption of textiles in 
order to raise the standard of living of their own peoples. The more advanced 
industrial countries, some of which are included in these negotiations, must 
look toward more productive channels for their industrial expunsion. One 
such channel may well come through the utilization of their textile experience 
in the production of textile equipment. 


V. The maintenance of the American textile industry is essential to our national 
standard of living, position, and defense 


The American textile industry has developed many characteristics peculiar to 
the American market. Unlike the textile industries in other countries, its prod- 
ucts are designed for mass production and consumption of quality merchandise. 
The manufacture and distribution of apparel fabrics is responsive to the desire 
for an economic product which meets style trends prevailing in this country. 
The great middle class provides the pattern for our goods. 

Our producers are constantly developing new effects and products which 
can gain favor in the American market. Innovations must be devised and 
experimented with in this country. The very nature of the style trends requires 
proximity to the market and close understanding of the underlying trends within 
the society. 

The textile industries in other countries have been differently fashioned. 
They have either sought to meet the needs of the lowest income groups or the 
luxury trade. They have grown up in periods when mass markets were not 
available. They have emphasized short runs for the international luxury trade 
or large runs of staple fabrics for special export markets. They reflect the 
patterns of the economies in their countries, in which the distinctions in 
consumption patterns among various income levels are much sharper than they 
are in this country. 

In the field of household fabrics the same trends may be noted. We have 
an emphasis on mass consumption even of the more highly priced fabrics. Our 
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large expanse makes this possible. The ready acceptance of new style trends 
makes it easy to introduce the higher-priced material in great volume. The 
foreign-textile producers have not adjusted themselves to this type of production 
and merchandising. 

We wish also to point out that it is essential to maintain the textile industry 
of our country to furnish us the textile products needed for military defense. 
The capacity which was considered excessive in the prewar years proved in- 
dispensable to military victory. Cotton production was expanded to 12 billion 
yards, woolen and worsteds to 500 million yards, and rayon to 1.5 billion yards, 
and many other textile products were turned out. Without them we could not 
have clothed the large armies we put into the field nor met the large needs of 
our allies. Nor could the industries of our country have been kept going. No 
combination of countries in the world could have performed the assignment in 
textile production which we met. It is, therefore, vital to keep this capacity 
available. 


VI. The American textile industry is one of the largest of all national textile 
industries and its position must be maintained 


By clearly comprehending the size and proportions of the American textile 
industry, we can appreciate the degree of caution which one must use in 
proceeding to affect its ability to meet the country’s needs. 

A. The total number of employees covered by all sections of the textile prod- 
ucts and synthetic yarn industry in December 1953 was 1,200,000 (textile-mill 
products plus textile bags, handkerchiefs, curtains, draperies and other textile 
housefurnishings, and synthetic-yarn fibers). 

B. These workers constitute a substantial proportion of the total employment 
in a number of States along the Atlantic seaboard. 

The high concentration of textile employment in several States is significant 
for several reasons: (1) It suggests the absence of local alternative employ- 
ment; and (2) the dependence of vast areas of our country upon this industry. 
The industry has deep roots in many local and State economies. The largest 
proportion of the industry is located in the nonmetropolitan areas. They are 
concentrated in one-industry and sometimes one-mill communities. Alternative 
opportunities and facilities for transfer are completely lacking. The disappear- 
ance of industries in many areas means migration for the workers as new local 
industries are not usually available. The communities have been backward 
in securing diversified industrial development. Textile employers in many 
instances have discouraged such diversification. Such migration as will result 
would have to be out of the regions affected. It is therefore vital to legislate 
with great care. 

Employers and our private economy have blindly pushed ahead in the pursuit 
of their profits and left ghost towns and displaced thousands of persons. We call 
upon the Government not to aggravate the condition of the textile communities. 

©. The American textile industry is one of the largest in the world. As of 
July 31, 1953, we had 22.9 million cotton-system spindles in place, 18 percent of 
the world’s total. In the year ended July 31, 1958, we consumed 9,457,000 bales of 
cotton, over 28 percent of the total consumed in the world. Per capita consump- 
tion of the 3 major apparel fibers in the United States was 16.9 kilograms in 
1952, compared to a world average of 4 kilograms. 

The destruction of the textile capacity of this country would be a disservice 
to the world economy. It would aggravate the net deficit in textile producing 
capacity which is likely to exist over the next several years. The lifting of the 
standards of living in all parts of the world will require an expansion of consump- 
tion. A destruction of capacity would therefore be undesirable. The develop- 
ment of a fund of dollars for international trade must come from other sources. 


VII. Protection of the American textile industry has had few unfavorable effects 
upon the American or world textile economy 


One of the complaints against protection has been that it results in monopoly 
and consequently high prices. This contention cannot stand up in the case of 
the textile industries. 

Most of the American textile industries have been highly competitive as to 
price. The reductions in costs of production through technological develop- 
ments have been transmitted to the consumers. In fact, during the thirties, the 
consumers reaped the greatest benefits so that the workers were kept at sub- 
standard wage levels. 
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It may be confidentially declared that textiles are now better and cheaper the 
world over because of the contributions made by the American industry. More 
recent changes have been initiated in this country than in any other. The 
American environment has been and is at present conducive to technical ad- 
vances. No other country has made the strides we have and we have shared 
them with the rest of the world. 

Prices of American textiles at the present time are, with few exceptions, within 
the range of reasonableness which is to be found in American industry. 

We have established the highest wage levels in the textile industry the world 
over and therefore have provided a wage target toward which textile workers 
in other countries might aspire. We have not attained the wage levels of the 
large modern industries characteristic of American production but our organ- 
ization is determined to move in that direction. Average straight-time hourly 
earnings in the textile industry are now $1.33. In the synthetic yarn industry 
the average hourly earnings are $1.80. 

The textile industry in the United States has been the most technically pro- 
gressive one in the world. It has contributed substantially to the advances in 
foreign technology, styling and merchandising. 


VIII. The tariff mechanism is circumvented by foreign government policy and is 
complicated by current raw material price policies 

The tariff mechanism is based on the assumption of a free market in which only 
commercial considerations enter into the determination of the final selling 
price. This assumption is no longer characteristic of most foreign countries. In 
many countries, industries enjoy special advantages in the form of subsidies 
either in the purchase of equipment or raw material or in the sale of goods to 
foreign countries. The final costs are not truly representative of those common to 
a private industrial enterprise. The wholesale manner in which subsidies are 
applied considerably affects the competitive situation. Prices offered by foreign 
sellers may not truly represent the comparative advantages of their countries 
in the production of various goods for international trade. These unusual price 
determinants are now strongly affecting the flow of commerce. To protect the 
American textile industry from low wage and subsidized industries, the tariff 
rates must be maintained. 

The current Japanese experience highlights this fact. A cutback of some 
15 percent in cotton spinning is being contemplated to dispose of a surplus of 
stocks and to effect a rise in export prices. Various attempts to check the dom- 
inant trend in export prices has failed because mills which had previously agreed 
on a voluntary reduction had violated the agreement, Japanese stocks of cot- 
ton goods at the end of June had risen to 420,000 bales. While exports during the 
first 9 months had decreased from 924 million square yards to 634 million square 
yards, prices had dropped more than 25 percent. The Japanese cotton manu- 
facturers carrying large debts at high interest rates given to them by banks depend- 
ent on Government aid felt compelled to dump goods on the world market almost 
in the prewar manner in order to keep ahead of the banker. 

In the textile industry we have another serious problem, arising in connection 
with the prices of raw materials. American cotton prices are maintained by an 
internal price-control program which has raised them to abnormal levels. They 
are unrelated to the actual costs of production. If it is desired to relieve the 
foreign drain on American dollars, there is a suitable procedure for doing so by 
lowering the prices of raw cotton exports. They are a heavy call on available 
dollar exchange. If this country is intent upon protecting the price of raw 
cotton and maintaining a market for cotton in the United States, then the cotton 
textile industry must not be victimized by a flood of foreign imports. 

We have been financing the export of raw cotton to Japan. Now in order to 
permit that country to pay, we are being urged to permit the Japanese to dis- 
place American textile products so as to provide them with dollar exchange to 
repay in part the cost of the cotton we sent them. The result is that we are asking 
the cotton textile industry to be sacrificed for the large raw cotton growers with 
little ultimate benefit to them. Since each yard of Japanese cloth sold in this 
country will displace a yard of American cloth with a consequent loss of an 
equivalent American market for raw cottom. Moreover, the prices paid by Japan 
for cotton are exorbitantly high as they are for the American consumer. The 
American taxpayer, including the textile worker has underwritten these high 
prices. We are therefore financing the very forces which seek destruction of 
major sectors of the American cotton textile industry. 
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We are being asked in the interest of cottongrowers who have forced the sales, 
to help Japan pay them, and the Government endorsed loans. 

The textile workers are being asked to yield their jobs to help cottongrowers 
continue to sell their surpluses to Japan as the growers have been unwilling to 
curtail their acreage in the degree necessary to obviate this necessity. We do not 
believe that the textile mill industry should be sacrificed to get the growers out of 
difficulty which they have brought upon themselves and which course can be of 
no ultimate profit to themselves, 

In the case of wool, another price problem exists. Our domestic wool industry 
is protected by tariff rates and financial grants. The domestic consumption of 
woolen products is handicapped by the constant rise in raw wool prices. If they 
continue to increase on the international market, the woolen products may truly 
become luxury items. One of the ways in which to reduce the cost and thereby 
assure a higher volume of raw wool imports is to eliminate the raw wool tariff 
and increase the direct financial aids to the domestic woolgrowers. But if the 
present tariff on raw wool is maintained, the tampering with tariff rates on 
woolen products will only have adverse effects on the consumption of wool in this 
country. The program designed to protect domestic woolgrowers will also be 
injured. The soundest solution is a program of lower tariff rates for raw wool 
and an income support program for woolgrowers. 

The Textile Workers Union of America, CIO, has affirmed its keen interest in 
a restudy of the agricultural price practices in this country. Certainly, the pres- 
ent program, except for the new wool payments system, benefits the small farmer 
only moderately and pays off substantially to the larger farmers. The domestic 
consumer pays twice for this program, through high prices and high govern- 
mental expenditures. The conflict in approaches between the foreign-trade pro- 
gram and the agricultural price program is brought sharply into focus in the 
discussion of textile items. To allow any substantial increase in the volume of 
imports of textile products would be injurious to the agricultural program. 
Present high prices are also reducing the consumption of textiles. The way to 
approach this basic question is not by adversely affecting the textile-producing 
industries. It is by finding a new method of aiding the agricultural population 
which would lower raw material prices, encourage expanded consumption and 
assure adequate income to farmers and growers, provide foreign countries with 
lower priced raw materials and allow for higher imports of raw materials, 


IX. Concession should not be negotiated in the forthcoming discussions for prod- 
ucts which are primarily supplied by countries other than those with which 
the negotiations are to be carried on 


A number of the products up for negotiation in the forthcoming discussions 
are substantially supplied to the United States by countries other than Japan. 
Thus, in 1953, the United Kingdom was the largest source of United States im- 
ports of bleached countable cotton cloth (3,934,000 square yards, as compared 
to imports from Japan of 2,102,000 square yards) [Tariff par. 904 (b]. India was 
the major supplier of imported quilts and bedspreads, block printed (excluding 
Jacquard-figured), accounting for 71,707 of the 102,959 articles imported; only 
9 came from Japan [Tariff par. 911 (a)]. The Republic of the Philippines ac- 
counted for imports of 180,443 dozen pairs of knitted gloves and mittens wholly 
or chiefly cotton or other vegetable fiber, compared to 83,555 dozen from Japan 
[Tariff par. 915]. Belgium shipped us 5,802 terry-woven towels (not under 45 
cents each) and we received none of this category from Japan in 1953 [Tariff 
par. 923]. 

In schedules 10, 11, 12, 13 and paragraph 1529, most articles currently under 
consideration are predominantly supplied by countries other than Japan. In fact, 
the 1953 record shows no imports from Japan in the following categories : 


Jute yarns or roving (single) and sliver (par. 1003) 

Jute webbings (par. 1015) 

Jute bagging (par. 1019) 

Wool blankets (par. 1111) 

Wool floor coverings, not specifically provided for, valued over 40 cents per 
square yard (par. 1117 (c) ) 

Silk gloves and mittens, not embroidered, no lace (par. 1208) 

Rayon and other synthetic yarns, except single yarns weighing 150 deniers 
or more (par. 1301) 


We believe that it is desirable that these products not be included in the dis- 


cussions since the principal beneficiaries from any concessions would not be 
required to reciprocate. 
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X. Limited types of textile imports can contribute to new ideas, developments, 
fabrics and designs. But they should not come in such volume as will destroy 
segments of the American industry 


We recognize that there is a place for a limited import volume of specialized 
textile products. These can offer new ideas in design, pattern, use and style. We 
can learn much from foreign countries. In fact, some of the products imported 
into this country can stimulate domestic interest and demand for textile prod- 
ucts. But these imports must be selective. The present tariff rates allow for 
such imports. They have come in. No prohibition of textile imports is contem- 
plated by the present tariff rate structure. 


XI. We urge the promotion of international fair labor standards in the textile 
industry to avoid the production of tertiles on the basis of exploited labor 


We wish to point out that the labor movements of various countries recognize 
that low earnings and substandard working conditions and long hours have 
provided unfair competition with the workers in other countries. 

Many of the complaints of unfair competition built on low wages could be 
eliminated through the negotiation of fair minimum labor standards for all 
textile-producing countries. 

We shall submit specific data and analyses on the individual items to be con- 
sidered in the negotiations. 


TABLE I.—Employment in the tertile mill products industry by State, February 
1951 and October 1954 


|Employment (wage and| Change from February 
salary workers) 1951 to October 1954 


February October Aggre- 
1951 1954 gate Percent 


Thousand | Thousand | Thousand 
United States '____. | 1,365.0 , 082. — 283.0 


New England 286.1 


Maine 27. 5 
New Hampshire 21.1 
Vermont___- 5.2 
125.0 | 
41.6 | 
65. 7 











Middle Atlantic 307.2 

- New York 96.1 | 
65. 8 
Pennsylvania 141.7 | 
Delaware 3. 6 | 
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1 Data includes States not shown separately. 
2 October 1954 figure is not available; figure shown is for August 1954. 


Source: State Departments of Labor and U. 8. Buren of Labor Statistics. 
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TABLE II.—Tesztile areas of substantial labor surplus, September 1954 


Substantial surplus } Very substantial surplus 2 
MAINE 
Biddleford 
VERMONT 
Burlington 
MASSACHUSETTS 


Fall River * Lawrence * 
Lowell * Southbridge- Webster 
Milford 
New Bedford ?* 
North Adams 
RHODE ISLAND 


Providence * 
NEW YORK 


Hudson Amsterdam 
Utica-Rome * 
NEW JERSEY 
Paterson * 
PENNSYLVANIA 


Reading * Altoona * 

Williamsport Scranton * 
Sunbury, Shamokin, Mount Carmel 
Wilkes-Barre, Hazleton * 


MARYLAND 
Cumberland 


WEST VIRGINIA 
*arkersburg 
GEORGIA 
Cedartown-Rockmart 
Columbus * 
ALABAMA 
Alexander City 
Anniston 
Decatur 
Gadsden 
Talladega 
1 Unemployment from 8 up to 12 percent of labor force. 


2 Unemployment 12 percent or more of labor force. 
8’ Major areas. 


Source: Bureau of Employment Security, U. 8S. Department of Labor. 


TABLE III.—Teztile mill liquidations,’ 1945-54 


Plants Employees | | Plants Employees 


| 
$0682 52--2: 4 600 || 1950 51 5, 500 
ie... ...- ‘ 1,000 || 1951 65 9, 600 
1947. __. 8,000 || 1952 92 27, 800 
1948. __- i 55 | 15,000 || 1953 86 23, 500 
1949 _. 7 = 16, 400 | 1954 ‘ 85 38, 000 


| : | 


1 Includes spinning, weaving, dyeing, and finishing plants; excludes knitting and synthetic fiber plants. 
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Total employment * 


. Forst- ‘2 Forst- 
any GE é , 
GERA | Botany inex iERA | Botany mann 


1949 Saas 5, 43: 649 || 1953. __. 3, 897 3, 982 
Sash oA cae 4,76 , 822 High 1954 2, 436 3, 609 
1951 baitdabicha awl . 476 . | December 1954 _. 1, 650 2, G88 
$008 os rst ysuad ) 


1 New Jersey State Employment Service. 


TEXTILE WORKERS UNION OF AMERICA, 
New York 3, N. Y., January 24, 1955. 
Hon. JERE Cooper, 
The House of Representatives, 
House Office Building, Washington, D.C. 

Dear Mr, Cooper: We herewith wish to express our position concerning H. R. 1, 
concerning which you are now conducting hearings. Basically, our position 
relates to the application of H. R. 1 to the textile industry. It is that such 
industries should be exempt and excluded from the application of the provi- 
sions of the proposed bill, so that further reductions in rates of the appropriate 
schedules be prohibited. 

We are, therefore, proposing that a further provision be included, providing 
such exemption, which would read : 

“No foreign trade agreement entered into by the President after January 1, 
1955, under section 350 of the Tariff Act, as amended and extended (19 U.S. C., 
sec. 1351), shall operate to reduce; for any period on or after the effective date 
of this act, the rates of duty which were applicable on January 1, 1955, with 
respect to any of the articles listed in sections 901-918, 921-923 of schedule 9; 
sections 1002-1023 of schedule 10; sections 1105-1122 of schedule 11; sections 
1202-1211 of schedule 12 ; sections 1301-1312 of schedule 13.” 

We hope that the committee further resolves that this exemption shall be 
equally binding upon the President of the United States in his further negotia- 
tions with the Government of Japan. 

We wish to make evident one basic fact to you and the members of your 
committee. The industry likely to be primarily affected by reductions in tariff 
rates is the textile industry. Current estimates by Dr. Howard Piquet indicate 
that one-half of the estimated increase in imports likely to result from such 
reductions would consist of textiles. A movement for more extensiive imports 
at the expense of domestic industry would, therefore, primarily affect the tex- 
tile industry. 

We are determined to stop this movement, designed to make the textile industry 
the sacrifical lamb for the aggressive large-scale American industries promoting 
foreign exports. The present bill is clearly an attempt to sacrifice some Ameri- 
can industries for the purpose of promoting immediate exports by others. 

The present bill is being promoted behind a barrage of claims which cannot 
stand up under careful and close scrutiny. The main accomplishment will be a 
gesture to the export interests of some foreign countries and of the United States. 
They have exaggerated the possible economic advantages which would result 
from the present bill or even from a sweeping removal of tariff restrictions. 
There will be individual beneficiaries among the foreign countries, but the abso- 
lute value of increased imports would be rather minimal. The primary result 
would be the injuries to established American industries, rather than assistance 
to the whole of the foreign economies. The impact on specific groups of American 
employees will be immense, but the benefits to the balance of payments of foreign 
countries will be of small order. 

It is important to record the important fact that the ratio of imports to 
American production has been reduced over the last few decades, not because 
of import barriers but because of the ability of the American economy to produce 
more cheaply and economically, and to substitute synthetic products for former 
imports. We eliminated more opportunities for foreign earnings through the 
production of nylon, synthetic rubber, dacron, orlon, and similar products, than 
we have ever stopped through our tariff rates. To contend otherwise is to over- 
look the facts of history. 


57600—55—pt. 228 
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The major impact, therefore, is the destruction of or severe injury to some 
American industries. 

One of the major defects of the current bill is that it permits the indiscriminate 
application of lower rates without providing the President of the United States 
any guidance as to the type of industries which should be protected and what 
guideposts might properly be used in determining the size and range of injury 
which may be permissible. It is a reckless delegation of power. It appears to us 
that it is incumbent upon the Congress of the United States to itemize such 
ee and concerns and to enumerate the areas where injury may not be 
done. 

We believe, for reasons we have previously enumerated, that no such injury 
should be perpetrated upon the American textile industry. These may be sum- 
marized as follows: 

1. A high level of unemployment prevails in many divisions of the textile 
industry. Alternative employments are limited in textile areas. 

2. Current technological changes, interfiber, interprocess, and interproduct 
competition are threatening many more jobs. 

3. In view of the prevalence of unemployment, this is an inopportune time for 
further cencessions which would complicate the adjustment process. 

4, Certain branches of the textile industry included in the current negotia- 
tions are the branches of the traditional industries which have the best chance 
for continued survival in interfiber competition and therefore should not be 
threatened by a new increase in the volume of imports. 

5. The industry has lost many foreign markets and export volume has been 
sharply reduced and is further threatened. 

6. Textile imports should not be conceived as primary sources of international 
trade for countries involved in the proposed negotiations. 

7. The maintenance of an adequate American textile industry is essential to 
our national standard of living, position, and defense. 

8. The American textile industry is one of the largest of all textile industries 
and its position must be maintained. 

9. Protection of the American industry has had few unfavorable effects upon 
the American or world textile economy. 

10. The tariff mechanism is a faulty determinant of the flow of textiles and 
is complicated by current raw material price policies. 

11. Concessions should not be negotiated for products which are primarily sup- 
plied by countries other than those with whom negotiations are contemplated. 

12. Limited types of imports of textile products can contribute to new ideas, 
developments, fabrics, and designs, but they should not come in such volume 
as to destroy segments of the American industry. 

13. We urge the promotion of international fair labor standards in the world 
textile industry to avoid competition on the basis of exploited labor. 

We have reiterated on several occasions our conviction that textile imports 
into this country can only have a destructive effect upon our domestic industry 
which is now suffering from widespread disorganization and in which hundreds 
of thousands of unemployed may be found. The benefits resulting to the foreign 
producers will be limited. They will disorganize the markets temporarily, accel- 
erate the closing of mills, and aggravate the unemployment conditions, but in 
the long run, they will be unable to match the efficiency, designing and mer- 
chandising qualities of the American market. The rising efficiency in the Ameri- 
can industry has enabled the American textile industry to meet foreign exports 
with considerable success. Current developments promise to increase this 
capacity to meet the foreign exporter in the American market. But during this 
transition, the increased volume of imports can only be harmful to us, and ulti- 
mately, to the foreign producer, for it will be creating the false illusion that he 
will be able to get a permanent foothold in this country, when as a matter of fact 
he will not. : 

The internal competitive forees in the textile industry are so virulent and 
destructive of existing interests within our country, that they are displacing tens 
of thousands of workers and rendering the adjustments difficult and stagger- 
ing. We urge that these problems not be intensified through imports which, 
within a short period of time, will be unable to hurdle even our most modest 
tariff rates because of the rising productivity, merchandising, and designing 
skill of our American industry. 

Therefore, we request the enactment of an exemption of the textile industry 
from the above bill and the Tariff Act of 1930 as the most fitting declaration of 
publie policy. 
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Among the most doctrinaire free traders, there are many who are willing to 
concede that a special exemption should be granted to the textile industry. We 
herewith appeal to you and members of your committee that this prevailing 
sentiment among the free traders should be reflected in the current legislation. 

For a more extensive presentation of fact, I am enclosing our statement 
before the United States Tariff Commission and a further statement before 
the Committee on Reciprocity Information. 

Please have this letter and the enclosures inserted in the record of your 
hearings. We have not appeared personally because of the short time you made 
available and your crowded schedule. We, nevertheless, believe that this writ- 
ten communication will receive the same attention as an oral presentation. 

Very truly yours, 
JouN CHupxKA, General Secretary-Treasurer. 


Mr. Optixa. I would like to call the committee’s attention to a few 
things. 

First of all, we think that the problem facing us in the textile in- 
dustry is a special problem. While we recognize that a change in the 
tariff may not solve all of the problems that face us, nevertheless any- 
thing that can help relieve the conditions that exist in our industry, 
whether it be tariff or something else, will certainly help. 

I do not profess or propose to be an expert on foreign trade or re- 
ciprocal trade agreements. I happen to be a weaver by trade who 
happened to be elected manager of the joint board. 

From these figures you will notice in the last 5 years in the Passaic 
area we have lost 7,534 jobs in 3 mills alone. 

Now there are 15 mille which are part of our joint board but these 
three happen to be the largest. The others employ anywhere from 
10 up to 100 people. 

With reference to the displaced people in this particular instance, if 
it was just statistics alone it would not be too bad, but most of these 
people are over 40 and under 65. Each of these 3 plants has been in 
existence for approximately 50 years or more in the Passaic area. A 
lot of the people who have been displaced are over 40 and under 65. 
Over 40 they cannot get a job anywhere else; under 65 they are too 
young to retire. These people, of course, at that age, are halfway 
through or three-quarters through a mortgage, children are in col- 
lege or may be on the way in. And I think they are, as I like to refer 
to them, in no man’s land at the moment—too young to retire, too old 
to get another job. The people have spent practically their entire 
lives in this industry. 

I have heard about the skills of the watchmaking industry that 
have to be preserved. In our industry you have loom fixers whom you 
do not train overnight; you have weavers, finishers, clock finishers, 
and other skilled jobs. You cannot train people overnight. We think 
that, too, is something this committee and the Congress should give 
serious consideration to. 

I would like to say also that this condition is not unique for Passaic 
alone. It is typical of the whole industry, particularly the industry 
in the Northeastern States. 

We have recently taken a wage cut in our industry, quite a drastic 
wage cut when you consider anywhere from 7 cents on up to as high 
as 151% cents and elimination of certain fringe benefits. Those things 
are not easy for our people to take, particularly in a metropolitan 
area such as we happen to be in, located right outside of New York 
City. This did not help us. The people did not like the wage cut, 
but it did help in improving employment. 





1796 TRADE AGREEMENTS EXTENSION 


So I would like to say, in closing, that I do not think our position 
is that we are opposed to reciprocal trade. We do not want tariffs 
eliminated or lowered or whatever happens to them—lI do not know 
what happens to them—all I know is that it is difficult for our people 
to understand how we can continue, and they are consumers, to go out 
and look in the store windows and read “Imported Fabrics.” Our 
people are weavers and whatnot. Why aré we importing these things 
in whatever quantity, and here we are able and willing to work and we 
do not have the work # 

I would like to refer to the Gera mill as an example. In 1929 there 
were 2,100 jobs there. As of the early part of this year or the early 
part of 1954 there were no jobs there. 

A lot of those people are still coming into my office today with their 
benefits having Lain exhausted. They get no more unemployment 
compensation. 

“Please, Mr. Opilla, where can I find a job?” 

We have instituted, with the cooperation of the New Jersey State 
Employment Service, which is the source of these figures, by the way, 
and with the cooperation of the Board of Education of Passaic, a 
retraining program which has been in effect for some 6 or 8 months. 
During this period we have retrained approximately 27 people, full- 
time teachers. We have pitched in and helped to pay the rent for 
the building and whatnot. 

Where do those people go? They left jobs that paid anywhere from 
$1.30, $1.40, $1.50, some of them $1.75 an hour. There is a shortage 
of help in the needle trades industry. So after a 5- or 6-week course 
they go into the needle trades industry and start at $1 an hour. 

You just cannot convince people, we cannot convince our people, 
that that is the answer to their problem. 

I would like to have this committee give special consideration to 
our problem. As I said earlier, I am not an expert on tariffs. None 
of our people are. They only know one thing—they are out of jobs. 
They know there are imports. They know there are imported fabrics 
for sale. It is difficult for them to understand how we can continue 
o get imported fabrics when they themselves do not have jobs. 

Thank you very much. 

Mr. Mits. Mr. Opilla, just for my information, do these people 
who are displaced in your union attribute their displacement to 
imports ? 

Mr. Opitia. They do not attribute it directly to imports, but they 
feel that imports are at least a part of the reason for their being out 
»f jobs. 

Mr. Mitts. Are there any other reasons that they feel are also 
partly responsible ? 

Mr. Ormuxa. Yes; they feel that the low-wage areas are at least 
partly responsible for their being out of jobs. The technological 
change in the industry that has taken place is also a contributing 
factor. 

Mr. Mitts. That is the substitution of synthetics maybe for woolen ? 

Mr. Opriia. Synthetics have come into our particular industry. 
We have been doing some of it, even in that area, too. 

Mr. Muus. I was just thinking in terms of Mr. Robinson’s state- 
ment that the importation of woolen materials in competition with 
that made by his company would have represented some 10,000 or 
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12,000 jobs in the United States. I believe that was Mr. Robinson’s 
statement. 

Of course, there are more than that many people displaced now in 
this industry, so that there must be something other than merely the 
importation of goods which is causing, in part, that displacement. 

Mr. Opmuia. You are right, Mr. Chairman. 

I say that anything which contributes toward this condition, wheth- 
er it be tariffs or whatever it is, some attempt should be made to relieve 
that condition. 

Mr. Miits. I understand that you are pleading with the committee 
to look at the condition you are in, regardless of what has caused it, 
and take that into consideration when doing anything about imports 
that might further decrease the number of jobs in the industry. 

Mr. Opttia. That is right. 

Mr. Reep. Every time that we have had a low tariff, except when 

var intervened, we have always had a depression. Whenever we have 
cut the tariff we have had a depression, without fail, except when war 
acted as a tariff barrier. 

Mr. Opttxa. I have spent about 30 years in this industry in some 
capacity or another. I started when I was 14 years old. I went 
through the depression. Right now I think it is worse than at any 
time during the depression. 

Mr. Mitzs. You may be assured that we appreciate very much yout 
appearance and the information you have given the committee. 

Mr. Orrtia. Thank you, Mr. Chairman. 

(The following letter was submitted for the record :) 


TEXTILE WORKERS UNION OF AMERICA, 
New York, N. Y., February 7, 19565. 
Hon. JERE COOPER, 
House of Representatives, 
House Office Building, Washington, D. C. 

DEAR Mr. Coorer: You have had, in addition to our statement, testimony on 
the subject of the textile industry. I requested time to appear because I would 
like to comment on two aspects of the problem on which some witnesses have 
testified. I was informed that your calendar is full, and you have urged me to 
submit a statement in lieu of a personal appearance. 

The first point relates to the relevance of the Federal minimum wage to the 
tariff problem. We wish to make clear that the relation is relatively minor 
at the present time. The Secretary of Labor has found that the prevailing wage 
in the basic textile industry is $1, and in the woolen and worsted industry, $1.20. 
Actually, the unionized and leading employers in the southern textile industry are 
observing a minimum of $1.035. 

The proposed minimum wage of 90 cents would affect less than 5 percent of 
the cotton workers, less than 2.5 percent of the synthetic textile workers, and 
less than 1 percent of the woolen and worsted workers. Even with respect to 
a $1 minimum, the fact is that more than 85 percent of the cotton workers, 88 
percent of the synthetic textile, and 98 percent of the woolen and worsted workers 
are receiving more than that sum. 

The reason for pressing for exceptional treatment for the textile industry 
under H. R. 1 does not arise from the current wage developments. It stems 
from the contraction and shrinkage of employment within the industry, the large 
numbers of mill closings, and the high rate of displacement of employees 
resulting from technological change. We elaborated this conclusion in our 
previous statement. 

The second point relates to a statement filed by Mr. James B. Carey on behalf 
of the Congress of Industrial Organizations. Our organization is a member 
of this congress and fully aware of all proceedings and policies governing that 
body. We believe that Mr. Carey’s statement on behalf of the CIO must be 
modified significantly to reflect accurately its point of view. 
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I shall address myself to the paragraph which needs most modification. In 
it, he declares that “We do not oppose a liberalized trade program, because injury 
or threat of injury may affect certain segments of American production. On 
the contrary, we say ‘Alleviate the injury or threat of injury by some method 
other than increasing the duty * * *.’ If other steps are taken, it will be possible 
to take care of the threat of injury to American workers and industrial enter- 
prises at the same time that expanded trade strengthens the economies of 
many countries throughout the world in their struggle against Communist 
aggression.” 

Unfortunately, this statement does not reflect the views adopted by the CIO 
at its last convention in Los Angeles, during the week of December 6, 1954. 
In Resolution No. 61, dealing with the legislative program, it was resolved that 
the “CIO will use all of its resources to press vigorously for a national legislative 
program aimed at peace, freedom, and security for all Americans and for all 
the world.” The highlights of this program include (par. 25): “International 
trade: Extension and liberalization of international trade programs; adoption of 
legislation designed to ameliorate any harm resulting to affected workers, areas, 
or industries. Such tariff reductions shall not be destructive of basic American 
industries.” [Italics ours.] 

In the original draft of this resolution, the italicized sentence was not 
present. Representatives of the Textile Workers Union of America appeared 
before the Resolutions Committee and pleaded the case of our industry and the 
problems which we face. In addition we emphasized that, unlike the lead and 
zine industries, our problems could not be solved by stockpiling. We did not know 
of a single program which could insulate us from the effects of foreign com- 
petition, as is suggested in the above case. We pointed out that other industries 
were effectively protected from foreign competition by other types of legislation, 
such as import quotas, buy American provisions, and similar devices. That 
approach, however, was no answer to our problems. 

It was after this appeal that we suggested the addition of the language 
italicized above. The clear intent of that language was the protection of the 
textile industry from the destructive effects of tariff, because alternative methods 
to insulate its operations from foreign competition were not available. 

Moreover, we emphasized the sharp reduction in exports during the last few 
vears, and the likelihood of further curtailment of such exports, would be a 
major contribution by this industry to the strengthening of the economies of 
other countries, which could not be matched by other, particularly the vociferous 
export, industries supporting doctrinaire free-trade positions. 

Therefore, we take this opportunity to make clear to you that, insofar as 
the action of the CIO convention is concerned, it expressed itself clearly and 
unmistakably that, if there are no methods of insulating the destructive effects 
of lower tariff rates, such “reductions shall not be destructive of basic American 
industries.” 

We believe that the textile industry is such a basic one, and that within the 
meaning of the above resolution, the sentiment of the convention was clearly 
that it shall not be destroyed by tariff reductions. Such would be the effect of 
H. R. 1, and it is this effect we wish to prevent. 

To accomplish the above purposes, we urge the amendment of the present 
H. R. 1 by the inclusion of paragraphs such as are contained in the proposed 
bill, herewith attached. This is a revision of a bill already introduced by Con- 
gressman Lanham of Georgia. 

It is also important to note that the current high rate of technological and 
product changes in this industry are of such magnitude that ultimately no for- 
eign producer will be able to get a permanent foothold in this country. Their 
temporary successes can only demoralize domestic industry and ultimately create 
despair and disillusion among foreign producers. 

We are also enclosing a copy of a resolution adopted at the conferences of 
the cotton-rayon and woolen and worsted branches of our industry in Boston, 
on February 5, 1955. These clearly outline our views and the need for the 
removal of any further threat to this industry, already suffering from difficulties 
and disturbances occasioned by many domestic factors. 

We may note that prices in the industry, in view of the high raw material 
prices, are most modest and the margins moderate. 

We earnestly urge your close study of our petition for complete exemption 
of this basic industry from further demoralization through additional pressures 
from competition from foreign sources. 

Very truly yours, 
JoHN CHuUPKA, General Secretary-Treasurer. 
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[84th Cong., 1st sess. ] 


A BILL To provide that the rates of duty on certain goods manufactured from cotton 
shall not be reduced below the rates applicable to such goods on January 1, 1955 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That no foreign trade agreement entered into 
by the President after January 1, 1955, under section 350 of the Tariff Act. as 
amended and extended (19 U. S. C., sec. 1351) shall operate to reduce, for any 
period on or after the effective date of this Act, the rates of duty which were 
applicable on January 1, 1955, with respect to any of the articles listed in sec- 
tions 901 to 918, 921 to 923 of schedule 9, sections 1002 to 1023 of schedule 10, 
sections 1105 to 1122 of schedule 11, sections 1202 to 1211 of schedule 12, sections 
1301 to 1312 of schedule 13. 

Sec. 2. This Act shall take effect as soon as practicable, on a date to be speci- 
fied by the President in a notice to the Secretary of the Treasury following 
such negotiations as may be necessary to effect a modification or termination 
of any international obligations of the United States with which this Act may 
conflict; however, in no event shall this Act take effect later than the one 
hundred and eightieth day after the date of enactment of this Act. 

Sec. 3. Be it resolved that the President of the United States shall not 
cause to have negotiated any agreement providing reduction in rates of duty for 


the articles listed in the above-named schedules pending the effective date of 
this Act. 


RESOLUTION ON TARIFFS 


Like the CIO as a whole, the Textile Workers Union of America believes in 
the freest possible trade among the nations of the world. But as the CIO itself 
noted in its Los Angeles convention, such trade should not and must not “destroy 
basic American industry.” 

The textile industry is an outstanding example of the perils of thoughtless 
tariff policy. Since 1951 the industry has been suffering its worst depression in 
20 years. Employment has shrunk from a million and a quarter to 900,000. 
Scores of mills, including some of the Nation’s largest, have been liquidated. 
There is a question whether, in a war emergency, the remaining capacity would 
be adequate to clothe the military and civilian population. 

The textile depression cannot be blamed on foreign competition. Nevertheless, 
such competition has been highly damaging in certain fabrics, including those 
that would be of primary military importance. The efforts of our union to 
eorrect this damage by proper interpreation of the existing law have been 
ignored. 

Now a worst danger looms. President Eisenhower has placed textiles on the 
list of goods to be reexamined, with a view toward further tariff reductions. 

Such action might well mean the doom of the American textile industry. Quite 
aside from the fate of the workers and of the communities in which they live, 
this would be in shocking disregard of national security. It must not happen. 

Therefore be it resolved by this conference that we oppose with every means 
in our power any reduction in textile tariffs which would result in a further 
shrinkage in this vital industry, and endanger the safety of our country. 


Mr. Mitts. The next witness is Mr. Theodore Dahlstrom. 
Please come forward and give your name and address and the ca- 
pacity in which you appear. 


STATEMENT OF THEODORE DAHLSTROM, SALES MANAGER, THE 
LINEN THREAD CO., INC., PATERSON, N. J. 


Mr. Dautstrom. I represent the Linen Thread Co. of Paterson, N. J. 

Mr. Mitxs. You may have a seat and proceed with your statement 
without interruption. ; 

Mr. Dantstrom. My appearance before your committee is to testify 
to the situation of my company in the light of tariffs as now applied 
to our products when imported, and to the unfavorable situation which 
would be ours if these present tariffs are reduced. 





1800 TRADE AGREEMENTS EXTENSION 


We produce in our mills threads, twines, yarns, and fish, sports and 
industrial netting. These are made from flax, hemp, jute, cotton, 
ramie, rayon, acetate, nylon, and other material. The threads, twines, 
and yarns are used in industrial products and the fish netting has a 
very definite part in the daily living and work of thousands of 
fishermen. 

In wartime the need for all these items is accelerated and in the last 
war we were hard put to keep up with the demands placed upon us. 

The nature of our business is such that we are engaged in trade with 
many other nations. We purchase many items of our raw materials 
from abroad, such as flax fr ‘om Belgium, Holland, and France; hemp 
from Y ugoslavi ia and Italy; cotton from Egypt, and jute from India 
and Pakistan; and other items from other countries. 

Domestically our purchases are of cotton, flax, and hemp, and a 
small quantity of ramie, plus rayon and nylon materials. 

The present tariff rates now applying in our finished articles do not 
protect us on such items where labor is a significant factor in the cost 
of the product, and presently we import quantities of linen yarn from 
the United Kingdom and netting from Japan. 

Thus, we have always been engaged in international trade and pur- 
chase abroad—and export some manufactured items of cotton. Our 
own imports of manufactured items have increased since the end of 
World War IT because certain items where labor is the largest factor in 
their cost here can be sold well under the price of domestically pro- 
duced items. 

Weare then already yielding part of our domestic business and em- 
ployment to imported items and protest that further reductions would 
accelerate this trend and if carried far enough would eventually elimi- 
nate many items completely from domestic production with disastrous 
results to employees and management alike. 

The raw materials which we use are priced on world markets and 
the cost thereof are reasonably alike in most countries. The machinery 
too is similar and we here have no technical advantages over other 
countries. 

The difference is in wages paid to workers and it is unthinkable if 
not impossible to contemplate that American workers could or would 
be asked to accept living conditions or wages as exist in Japan and 
other low labor areas. 

The term negligible as used on page 4 of H. R. 1, lines 10 to 16, 
‘“auses some concern as it is indeed a generalization. In our fish net- 
ting industry we are but a small fraction of the total economy of our 
country, but in point of fish caught by these nets we like to believe that 
we contribute sizable proportions of the food required to support our 
population. 

Which brings to mind that in normal peaceful times our fishermen 
are well supplied with netting—but sorely troubled by imported fish— 
but in times of conflict, netting and many of our other products are 
vital to feed and clothe our people, and without question are required 
in quantities such as strain our present equipment to fill military 
needs. 

We are given to understand that among the many items needed for 
the protection of our country in the event of attack is that of camou- 
flage netting, and that the ability of our industry to supply sufficient 
of this item is now under investigation. 
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From all that we have heard, it is apparent that existing equip- 
ment would be strained to meet wartime and usual needs. ; 

If the action contemplated in H. R. 1 is made an actuality, our in- 
dustry could well disappear from the local scene, or be so reduced as 
to be woefully ineffective at a time when most needed. 

Here are some statistics to prove our point that there is considerable 
business done in these products under existing regulations. The fig- 
ures quoted here are taken from publications of the Department of 
Commerce, United States Bureau of Census, and we think indicate 
that foreign countries hold a large share of the potential domestic 
market on linen threads and yarns. 

In 1953, the figures showed that flax fiber—flax for spinning 
valued at $1,169,000, was imported. Flax yarns and threads—wholly 
or partially processed—were imported in the amount of $1,156,000. 

On the basis of these figures, it is safe to assume that foreign coun- 
tries now share in this market to the extent of 3315 percent of the total 
consumption. 

Imports of raw jute for processing into yarn, rove, and twines in 
1953 were 69,612 tons, with a value of $14,675,000. 

Imports of jute yarns and twines in 1953 amounted to 1,564,000 
pounds, with a value of $293,000. 

Imports of jute twines, excluding yarn, in 1952, amounted to 329,000 
pounds, valued at $82,808, and in 1953 increased to 1,180,000 pounds, 
valued at $219,053, and in the first 9 months of 1954 totaled 1,084,000 
pounds, valued at $187,703. 

The 1954 figure is at the rate of 1,444,000 pounds annually, valued 
at $250,268. 

Thus it is readily seen that the imports of such twines are increasing 
without any change in tariffs. 

Imports of hemp in 1953 were 899 long tons, valued at $372,900. 
Imports of hemp twines in 1953 were 1,513,556 ponds, valued at 
$525,350. 

From the Foreign Trade Division, United States Bureau of Census. 
Custom House, N. Y., figures have been obtained on imports of net- 
ting. These figures show that in 1953 imports of cotton fish netting 
were in the amount of 481,529 pounds, valued at $462,736. 

Linen and hemp fish netting were imported in the amount of 54,993 
pounds, valued at $76,995. 

Synthetic fish netting in the amount of 3,355 pounds, and valued at 
$45,789 was imported. 

The figure on Manila netting for 1953 is 607,098 pounds, valued at 
$283,930. 

Most of the Manila items are imported duty free and represent al- 
most the entire domestic consumption of this product. 

I urge the rejection of this bill, H. R. 1, or at least a modification 
which would permit an industry such as ours to function successfully 
and to remain as a very important part of our national defense. 

Mr. Mirus. Mr. Dahistrom, we appreciate very much your appear- 

ance and the information you have given the committee. 
_ Mr. Reep. Just to emphasize one thing, Mr. Chairman, I remember 
in the first World War in France the vast amount of this fish netting 
they used for camouflage. It would be necessary to use it here, would 
it not ¢ 
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Mr. Dautstrrom. Very much so. As I say, it has been under inves- 
tigation at the present time. 

Mr. Reep. It is a security item. 

Mr. Dantstrom. It is very important. 

Mr. Mus. Thank you again, sir. 

Mr. Dautstrom. Thank you, Mr. Chairman. 

(The following matter was submitted for the record :) 


WASHINGTON, D. C., January 20, 1955. 
Re tariff and trade agreements. 


Hon. JERE Cooper, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 


My Dear Mr. CHAIRMAN AND COMMITTEE Members: This statement is in 
regard to H. R. 1 and extension of the Trade Agreements Act, and I respectfully 
request that it be made a part of your hearings thereon. My name is Gibbs L. 
Baker, an attorney at law with offices at 917 15th Street NW., Washington, D. C. 
I represent Frederick J. Fawcett, Inc., of Boston, Mass., Mastercraft Linen 
Fabrics Corp., of West Warwick, R. I., and Hughes Fawcett, Inc., of New 
York, NX. 

Over the years the structure of the United States tariff laws enacted by the 
Congress have adhered to the sound principle that rates of import duty on 
manufactured goods should be reasonably higher than those on the materials 
from which the goods are made. This differential helps to support our higher 
standard of living by offsetting the low costs of labor abroad. It is an important 
factor in our economy and both industry and labor have relied heavily on it. 

In the Roosevelt and Truman administrations trade-agreement concessions 
were granted in a number of instances which violated the above-mentioned 
principle of our tariff structure. Thus in some cases the difference in rates of 
import duty on manufactured items and their component materials was wiped 
out, and, in others, the import duty on the manufactured items was reduced to 
a lower rate than that on the component material. Such dislocations in our 
tariff structure are unreasonable and have caused unwarranted hardship on 
domestic industry affected thereby. 

A good example is the tariff situation in respect to linen fabric imported 
under paragraph 1010 of the Tariff Act of 1930, and the component flax yarn 
imported under paragraph 1004 (a). By trade agreements the United States 
duty on the imported linen fabrie was reduced from 40 to 10 percent ad valorem 
and that on the flax yarn from 35 to 25 percent ad valorem. Consequently, 
in this case the present duty on the manufactured goods is 214 times less than 
the duty on the material out of which the goods are made. The relationship 
in rates of import duty should be the reverse in order to afford proper protec- 
tion to American industry and labor. 

In the particular case above-mentioned, the inequitable tariff situation result- 
ing from trade agreements has practically ended domestic manufacture of linen 
and part-linen fabrics. Prior to 1948, textile manufacturers in the United 
States did a substantial and profitable business in union fabrics, such as huck 
toweling. The tariff reduction to 10 percent ad valorem effective January 1 
of that year on linen fabrics imported under paragraph 1010 of the act as 
against 25 percent ad valorem duty on the component yarn, has enabled im- 
ported linen toweling to drive such domestic goods off the market. As a result, 
imports of linen toweling under paragraph 1010 have increased from an esti- 
mated 2 million pounds in 1947, valued at about $414 million, to an estimated 
8 million pounds in 1952, valued at about $12 million. This represents an in- 
crease of about 300 percent in such imports after the United States duty thereon 
was reduced to 2% times less than that on the component yarn. 

We, therefore, strongly urge that the Congress enact appropriate legislation 
to prevent future distortions of the relationship between rates of import duty 
on manufactured items and those on the component materials of chief value, 
and to remedy insofar as possible such present violations of our tariff structure. 
Since H. R. 1 as introduced does not so provide, it should be amended accordingly. 

Respectfully submitted. 

FREDERICK J. Fawcett, INC., 

MASTERCRAFT LINEN Faprics Corp., 

HueHes Fawcett, Ino. 
WaSHIneTON 5, D. C. By Gress L, Baker, Attorney. 
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Mr. Mus. The next witness is Mr. Marx Lewis, general secretary- 
treasurer, United Hatters, Cap, and Millinery Workers International 
Union. 


STATEMENT OF MARX LEWIS, GENERAL SECRETARY-TREASURER, 
UNITED HATTERS, CAP, AND MILLINERY WORKERS INTERNA- 
TIONAL UNION 


Mr. Lewis. I represent the United Hatters, Cap and Millinery 
Workers International Union, an affiliate of the American Federation 
of Labor. We have a membership of approximately 40,000 workers 
employed in the men’s hat, cap, and millinery industries. 

Along with the labor movement generally, of which we are an inte- 
gral part, we favor the principle involved in reciprocal trade, as we 
favor foreign aid as another method by which our Nation can do its 
full part in promoting a healthier world economy and contribute in 
some measure to the promotion of good will, a more effective resistance 
to totalitarianism, and world peace. 

We realize that in our efforts to further these objectives some sac- 
rifices will have to be made. 

But we feel, too, that the advantages some feel will accrue to the 
free world as a result of these measures are grossly exaggerated and 
that the gains envisioned are largely illusory. 

We have not obtained the good will we hoped for from the expendi- 
tures we have incurred, or the sacrifices we have made. ‘There is no 


evidence, in spite-of constant reiteration, that the postwar recovery 
of Europe has been any faster than it would have been without our 


aid. 

On the contrary, the most dramatic recovery has been made in West 
Germany, which was not receiving our aid. Nor has it won for us 
good will. As our billions of dollars poured into countries supposed 
to be our allies mounted, our handouts have been accompanied by a 
steady loss of American prestige abroad. 

What is true of the ineffectiveness of foreign-aid policy as an instru- 
ment for the promotion of a better life for the submerged millions 
across the world is also true of the effects of our reciprocal-trade 
policies. 

The present reciprocal trade treaty program was introduced in 
1934. Since then we have reduced our tariff structure drastically. 
From an average rate of 50.02 percent during the 1931-35 period the 
rate had dropped to 12 percent on dutiable imports in 1952. 

Almost 60 percent of our total imports are free of duty altogether. 
Thus, if we consider total imports—i. e., both free and dutiable—the 
average tariff rate is now only 5 percent. The reduction from 50 per- 
cent to 12 percent on dutiable imports came principally from actual 
tariff cuts, but in part from rising prices while specific duties—i. e., 
those based on some unit of quantity—were not adjusted upward. 

We have, therefore, traveled a long distance in the direction of 
free trade. The European economies have improved during this peri- 
od. It is not certain—in fact, it is doubtful—that this improvement 
has come about because of our efforts and policies. 

In any event, those who refer to us as “protectionists” are living in 
a world which no longer exists. 
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At this point I should like to draw what seems to me to be an im- 
portant distinction between the two forms of aid: foreign aid and 
tariff reductions. 

In the case of the former, such aid as we extend is supplied from 
our Treasury, which is derived mainly from taxation based pretty 
generally, if not fully, on the principle that taxes should be derived 
in accordance with the capacity to pay. If we make any sacrifies 
there we feel that we have the satisfaction of knowing that even if 
there is not complete equality of sacrifice, there is at least some equity 
being practiced. 

There is, however, no such equality of sacrifice when industries are 
made to suffer from foreign imports. Our industry is a case in point. 
At a time when production in our industries was ne steadily, 
when the number of people employed in it was shrinking year by year, 
when factories comprising our industry were closing down or becom- 
ing smaller, all because of factors having nothing at “all to do with the 
industry’s efficiency or the workers’ productivity, “our Government con- 
sented to concessions to foreign competitors which increased imports 
from 5 percent to almost 35 ‘percent in the course of 4 years. 

sut the mass production industries, whose representatives, next to 
the liberals, are the chief exponents of free trade—but for industries 
other than our own—were taking relatively little of foreign imports 
while we were being strangled by such imports. 

The automobile industry, for example, was taking less than 1 per- 
cent of foreign imports, relative to domestic production, when we 
were taking 35 percent. 

‘These mass production industries grew rich and powerful as a result 
of the protection extended to them when they were supposed to be in- 
fant industries and when they were the beneficiaries of high protective 
duties. They have become so rich and so powerful that now that they 
are in a position, regardless of high tariffs or low tariffs, to drive out 
foreign competition, and maybe a . large part of domestic competition 
as well, they are clamoring for a liberal trade policy. 

They have become the liberals, and we, who seek to preserve what 
is left of jobs on which workers have been employed for a generation 
or more, are the seekers, according to their terminology and that used 
by their spokesmen in liberal circles, of special privileges. 

Workers employed in an industry such as ours obviously feel the im- 
pact of an increase in competition from abroad far more severely than 
workers in expanding industries. While workers in the latter indus- 
tries will generally be able to hold their jobs in spite of increased im- 
ports, in shr inking industries every unit imported from foreign coun- 
tries will cut down the employment opportunities of dometic workers 
or deprive them of their jobs entirely. That is what mounting imports 
have done to us. 

What troubles us particularly with respect to the pending legislation 
is that those who are hellbent to lower duties under the reciprocal trade 
treaty program are unwilling to take into consideration the problems 
with which various industries are confronted, and would, if they could, 
abolish every safeguard which is needed to protect industries against 
destruction—destruction which could very well be achieved without 


furthering the objectives they seek to advance in more than the slight- 
est degree. 
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Our industry is a case in point. 

Our industry is already doing its full share, and more, to foster 
international trade. In the case of fur felt hats, the chief raw mate- 
rials, furs of all kinds, comes entirely from abroad. So does a large 
portion of other materials used in the production of fur felt hats, such 
as shellac, leather, and ribbons. 

The situation with respect to wool felt is substantially the same. 
We import the wool and wool noils from which wool felt hat bodies are 
made. So do the foreign producers of wool felt hat bodies. The fos- 
tering of the wool felt hat industry in Japan and Italy, two countries 
with which we are concerned here, would not help those countries very 
much, since they would not be consuming their own raw materials. 

Materials that would otherwise be shipped by foreign producers 
here would instead be diverted to those countries. It would not add to 
the sum total of international trade, bu merely rearrange it somewhat. 

In the case of straw hats, the third branch of our men’s hat industry, 
all of the raw materials used by the domestic straw hat industry are im- 
ported. In fact, the only domestic material used are cotton thread, a 
small quantity of synthetic fiber, and a few chemicals. 

Here, too, we have an industry which is already contributing in large 
proportion to the flow of dollars abroad. 

Obviously, any increase in imports of the finished product, such as 
occurred after 1948, when tariff concessions were granted to other 
countries, and which will continue as tariff duties are lowered under 
the pending bill, would be offset by an equal reduction in the importa- 
tion of raw materials. 

If foreign manufacturers of the finished product will gain at all, it 
will be little, because they will have to buy their raw materials else- 
where, and they will be the raw materials which otherwise we ould 
buy, and these finishing manufacturers ould only gain at the expense 
of the raw material producers who are presently sending their mate- 
rials here. 

In other words, employment in the finishing factories here would be 
curtailed, but there would be no gain to foreign trade. Our domestic 
industry will be hurt without any compensating advantage to foreign 
trade. 

I can illustrate this best by citing a situation with which we are pres- 
ently confronted : 

Japan has been sending into this country caps made of a toyo cloth. 
Since this cloth is actually paper, and. there were no paper caps made 
when the present tariff act was enacted in 1930, they have been deemed 
to constitute a paper product and they are classified under paper 
products, which have nothing to do with caps. 

The duty on those paper caps is very low, and even if it were doubled 
it would make no appreciable difference in the overall picture. These 
caps sell for $2.50 per dozen in this country, although the American 
labor costs on these caps exceed that amount. Our domestic mannu- 
facturers cannot sell that cap for less than $6. The imports on these 
caps are mounting daily, while our own capmakers, already plagued 
by all sorts of problems, are unemployed or working part time. 

But the point I would like to make here is that while the American 
“ap industry is being destroyed by this product of cheap Japanese 
labor, the Japanese economy will not necessarily benefit fully from 
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this situation. The American cap industry used this cloth, or paper, 
: making caps before the finished product began coming in from 
apan. 

In 1953 the domestic cap industry used 400,000 yards of this cloth. 
Ourt of it, the industry produced 200,000 dozens of these caps. 

But as the imports of the finished product mount, the importation 
of the cloth, or paper, from which it is made diminishes. If Japan 
succeeds in capturing the entire market for finished toyo cloth caps, 
her manufacturers of toyo cloth will lose a highly profitable market 
for 400,000 yards of cloth. 

Incidentally, the importation of these toyo caps is only the first of 
a series of blows which Japan is sure to inflict on our domestic cap 
industry. 

Several days ago representatives of importers began offering jobbers 
of caps other caps made of cotton twill cloth. They are dress caps, 
ski caps, baseball caps—in fact, all types of caps on which our cap- 
makers depend for their livelihood. The baseball cap, made in Japan, 
is being offered here for $2.04 per dozen, f. o. b. Japan. 

They take a 20 percent duty under the textile section of the Tariff 
Act. They can be sold here, after the duty and freight charges are 
paid, for ead $2.75 per dozen. 

The same cap, made of the same material, produced here, would cost 
at least twice as much to produce. Labor costs alone would amount 
to more than $2.04 per dozen, even in the factories that operate in 
the lowest wage areas. 

The reason for Japan’s ability to sell a finished product for less than 
labor alone is paid here to make it is obvious; it is the low wage stand- 
ards of Japan. We cannot hope to compete with cheap labor of that 
kind. And unless we do, we are doomed. 

But as I have already indicated, these losses we will have to take 
will not only be ours, but also those that producers of the raw materials 
will suffer—not only in caps, but in fur, wool, and straw, each of which, 
as I have indicated, come from foreign countries. 

Secondly, some provision ought to be made to make tariff con- 
a contingent on the raising of living and wage standards 
abroad. 

Right now we are faced with the following incongruous situation : 
We have established a national wage minimum. One of the purposes 
of that basic minimum is to narrow the differential which exists be- 
tween the wage standards of one part of the country as against an- 
other part. 

It is true that in many of the low wage areas the national minimum 
is actually a maximum. But, in any event, the objective sought to be 
achieved is to prevent some parts of our economy from suffering from 
the competition caused by low labor standards in other parts of the 
country. This is a protective measure designed to maintain a fairly 
decent living standard in all parts of the country, and to prevent those 
having a higher standard falling to the lower standard which would 
prevail if there were no minimum wage. 

Yet, while we erect safeguards against lower wage areas in our own 
country, and there is an administration recommendation pending that 
these safeguards be improved by raising the national minimum from 
75 cents to 90 cents an hour, advocates of this legislation are perfectly 
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willing to permit Japan, having wage standards that are —e a frac- 
tion of what even our lowest scales are, to compete successfully with, 
and to the utter destruction of, our own industries, including those 
having the lowest wage scales in our own country. 

We believe, therefore, that so far as an industry such as ours Is con- 
cerned, little will be gained by destroying them, and that we are undo- 
ing whatever good we hope to accomplish by having a decent minimum 
wage by permitting competition which virtually nullifies such legisla- 
tion and defeats its own purposes. 

Finally, we view with alarm the method which will be employed to 
facilitate the destruction of our industries. Under the procedure 
which has been followed thus far, and which I am sure will be followed 
in the future, if this legislation is enacted and there are no safeguards 
provided, an industry can be wiped out by the stroke of a pen, without 
consideration as to the industry’s plight, or whether it can stand un- 
limited foreign competition such as we have been exposed to. 

Again, our industry serves as an illustration of the danger we an- 
ticipate: 

The men’s hat industry was not in a position to stand competition 
from the nationalized hat industry of Czechoslovakia or from the 
other countries in Europe having a wage scale which was, measured 
by real earnings, one-fourth or one-fifth of the scales which prevailed 
in our country. 

Nevertheless, and without giving the conditions in our industry a 
second thought, the duty on bodies in the major categories were re- 
cluced to a point where they began flooding our markets. 

After several years of this, during which we and the industry rep- 
resentatives continued to plead for relief, the Tariff Commission, after 
a thorough and exhaustive study, agreed with us and the industry that 
we were being greatly injured, and some of the old duties on certain 
categories were restored. 

Czechoslovakia has been able to circumvent our plans to some ex- 
tent. It reduced its selling price just a few cents below the price range 
on which the duty was increased. In addition it engaged in dump- 
ing, and while we have called this to the attention of the authorities 
we have received no relief on that score. 

Finally, it went to the following International Trade Conference 
and demanded that our country should be disciplined for what it al- 
leged was a violation of the reciprocal trades treaty to which we had 
subscribed. A committee which investigated the complaint sustained 
our Government’s position, but recommended that the Tariff Com- 
mission should make annual reviews of the conditions in our industry 
for the purpose of determining whether the conditions which gave 
rise to the relief had passed away. 

There have been such reviews periodically, one of them only a few 
months ago. It is agreed that we still need relief. 

Yet, we found recently that the same subject, the same fur felt hat 
bodies, are again on the list to be considered at the trade conferences 
in Geneva this week. In spite of the fact that the relief we received, 
part of which has proved to be ineffective, has been found to be needed, 
we are confronted with the possibility that we will again find our- 
selves facing this competition. The left hand does not know what 
right hand is doing. Or, we might ask, who is kidding whom? 
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It might be possible to help the free nations fully recover their 
strength and become vital links in the defense of the free world by 
a freer exchange of commodities. If that could be achieved, we would 
heartily favor it. Any sacrifices that we would then be called upon 
to make would be fully compensated for by the additional strength 
which would come to the cause of freedom and democracy to which we 
are committed. 

But there ought to be some selectivity, so that no one industry 
should be called upon to make sacrifices beyond its capacity and the 
effect of which would be to wipe out the livelihood of many thousands 
of people and the livelihood of communities that depend on such in- 
dustries. 

There should be an exhaustive investigation before any one by the 
stroke of a pen can achieve what amounts to the death knell of indus- 
try. That has not been made in the past. 

Concessions ought to be predicated on what nations will do to raise 
the living standards of their own people. Now that they can have the 
benefits of machinery which our inventive ingenuity have created, and 
some of which we provided those countries as part of our foreign-aid 
program, they should be in a position to compete with us on something 
more substantial and more reasonable than low wage standards and 
starvation wages. 

Foreign countries seeking to promote international trade, and pro- 
fessing to be injured by our reluctance to simply throw down whatever 
protection we have remaining, should also do something to put their 
own house in order before we are called upon to make further sacri- 
fices. 

If all this is done—and some more things which might be equally 
desirable—we might then find a way of making international trade 
a really two-way street, which is not altogether the case now, and 
small industries like ours, which have a right to live as well as the large 
industries, will do their full part toward helping world economic re- 
covery. 

Mr. Mirus. Thank you very much, Mr. Lewis. We appreciate very 
much the information vou have given the committee. 

(The following statement was submitted for the record :) 

THE Har INstTITUTE, INC., 
New York, January 24, 1955. 
Re statement in opposition to H. R. 1. 


COMMITTEE ON WAYS AND MEANS, 
New House Office Building, Washington, D. C. 


DEAR Sirs: The Hat Institute was organized more than 30 years ago by manu- 
facturers of men’s headwear, a large percentage of the production of which is 
included in our membership. 

Member companies produce men’s finished fur felt and straw hats and hat 
bodies of both fur and wool felt for men’s and women’s hats. 

As the result of escape-clause investigation by the United States Tariff Com- 
mission, the concessions under GATT were withdrawn by the President on certain 
fur felt hat bodies. 

The lower duties were found to result in such increased importations of such 
hat bodies as to cause or threaten serious injury to domestic producers of com- 
petitive products. 

The remedy for the proven injury was applied in the form of modification of 
the GATT concessions. It is now proposed, under the terms of H. R. 1 to invite 
and permit blanket-duty reductions which will at least reduce the relief found 
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“in the light of the public interest” to be necessary to prevent or remedy the 
injury to this industry. We wish, therefore, in this way, to file our objection 
and have our views included in the record.on this bill of the Committee on Ways 
and Means. 

H. R. 1 permits the reduction of all present rates of duty, including the rates 
on hat bodies found by Presiderat Truman in 1950, and since confirmed annually 
by President Eisenhower (based upon continuous exhaustive investigation by 
the Tariff Commission), to be necessary to prevent serious injury to the domestic 
industry. . 

Before early action is taken on H. R. 1 consideration should be given to the 
following : 

1. State Department negotiators are planning tariff cuts for Japan at the 
negotiations in Geneva starting in February. Scores of industry witnesses told 
the Tariff Commission and the Committee for Reciprocity Information earlier 
this month that further tariff cuts for Japan’s benefit would be ruinous to cer- 
tain American industries. Before the results of the negotiations are known, 
Congress is being asked to give our negotiators even greater bargaining powers. 
Government officials are acknowledging that injury may follow cuts even under 
present limits. Congressmen do not realize the potentialities for injury in the 
Randall proposals, 

2. Last year Congress directed the Tariff Commission to study the whole ques- 
tion of rate and classification changes, and to make an interim report by March 
15, 1955, as to progress, with suggestions as to standards and methods which 
might be adopted for a simplification of existing tariff schedules without signifi- 
cant changes in tariff levels. Only Congress could carry out such suggestions. 
so that the forthcoming Commission report may well lead to legislation cutting 
across the Randall proposals. Congressmen ought to know what the Tariff 
Commission recommends before passing laws that might change the basis of its 
recommendations. 

3. The Tariff Commission has sent to the Finance Committee of the Senate a 
recommendation as to what duties should be on commodities with ad valorem 
equivalent rates of 50 percent or more. These recommendations are to remain 
confidential for the time being. They may have considerable effect on both the 
Randall proposals and the Japanese negotiations. All three are interrelated 
and Congressmen should not consider any one item without studying the others. 

4. The General Agreement on Tariffs and Trade is being revised in Geneva and 
there is a good prospect that a permanent GATT will be proposed. The Presi- 
dent has promised to refer the revised GATT to Congress. Congress ought not to 
pass any legislation on tariff and trade until they have had a look at the new 
GATT proposals, which are almost certain to cut cross present United States 
laws as well as proposed legislation. 

In brief, Congressmen should wait until they can see the relationship of all 
these separate proposals. To vote on any single one without knowing what is in 
the others is to vote in the dark. 

In presenting our views in this way we are not speaking as an industry 
unaware of the desirability of constributing to foreign economic recovery. On 
the contrary, the men’s hat industry has, by its very nature, constantly con- 
tributed to the flow of dollars abroad. Practically all the raw materials, in 
one form or another, for men’s felt and straw hats, are imported. The hat 
factories in the United States are engaged almost completely in processing and 
finishing materials which have been bought abroad. 

In this way a wholesome and mutually satisfactory trade relationship has 
been maintained which has contributed greatly to foreign economic recovery. 
Every step in the foreign and domestic economic process is in delicate balance 
through natural development of available talents and facilities. 

We are in favor of the present existing reciprocal trade program with its 
peril-point and escape-clause procedures, i. e., selective tariff treatment industry 
by industry and commodity by commodity. Proponents of H. R. 1 often refer 
to it as providing selective tariff reductions whereas, actually, H. R. 1 permits 
across-the-board blanket reductions. These we oppose. 

It is, moreover, misleading to suggest that this country can consume any 
sizable quantities of imported hats and hat bodies for the reason that these 
articles are already being produced in surplus in this country. If we persuade 
foreign countries not to trade with Communist areas and then cannot buy their 
surpluses, this country, through a mistaken policy, can force the very result 
we all hope to avoid. 


57600—55—pt. 2 29 
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The very nature of our business guarantees continuing and growing raw- 
material markets in ratio to whatever growth of domestic demand for hats we 
may be able to stimulate in developing the market through advertising and 
promotion. Obviously the domestic-hat industry cannot import both the raw 
materials and the finished articles. 

It is our studied opinion that any further reduction in duties on our products, 
especially below what may be found by the Tariff Commission to be peril point, 
will not help the foreign countries with which we do business enough to 
outweigh the detrimental effects such action might have in adding to the already 
present unemployment situation in the hat industry of the United States. 

We feel, therefore, that any H. R. 1 across-the-board percentage reductions 
in the duties on the various items in the hat tariff paragraphs without sufficient 
study of their effect on other items and on the list of hat items as a whole 
can seriously upset the present economic balance of the industry. We would, 
therefore, like to register our objection to the Ways and Means Committee 
reporting H. R. 1 favorably in its present form and to suggest that further 
study be given to the whole subject of our foreign economic policy after (1) 
completion of negotiations of the Japanese Trade Agreement, (2) Tariff Com- 
mission interim report due March 15, 1955, (3) Tariff Commission report to 
Senate Finance Committee, and (4) report from the President to Congress on 
proposed revision of GATT. 

Respectfully submitted. 

WARREN SMITH, 
Secretary-Treasurer. 

Mr. Mirus. The next witness is Mr. Max Berkowitz. 

Please come forward and give your name and address and the 
capacity in which you appear. ; 

The present Occupant of the Chair wants to assure you that if he 
has anything to do about it, the next time you appear before a com- 
mittee of the Congress, or at least this committee, you will head the 


list of witnesses. 


STATEMENT OF MAX BERKOWITZ, DIRECTOR, NATIONAL AUTHOR- 
ITY FOR THE LADIES’ HANDBAG INDUSTRY 


Mr. Berxowrrz. I think you very kindly. I thing it is a privilege 
to be here. I have learned a great deal today. 

Mr. Reep. I want to say Mr. Berkowitz that I am very happy to 
see him here. You are a fine citizen. 

Mr. Berkowitz. My name is Max Berkowitz. I am the director of 
the National Authority for the Ladies’ Handbag Industry, a national 
trade association comprising 225 manufacturers of ladies’ handbags. 

I would be remiss if I did not at once state that further reduction 
of tariff rates on handbags would cause irreparable harm and undue 
hardship to an ailing industry. I want to be thoroughly realistic and 
advise you in the most forceful and forthright way that I know, that 
the handbag industry lives in constant fear and dread of imported 
handbags and that nothing should be done to aggravate or intensify 
a very sensitive and dangerous area. 

In a written statement previously submitted, which I trust you will 
have an opportunity to read, we reviewed the factual and statistical 
data concerning the handbag industry. It is unthinkable to us that 
in the light of the substantial tariff rate reductions already effected, 
and the increased imports of handbags coming into this country, that 
there be any legislation which could consider any further reduction, 
however slight. 

The rate of duty on baskets and bags made of bamboo and wood is 
50 percent. In 1943, as a result of a trade agreement with Mexico, 
they were reduced to 25 percent. However, on January 1, 1951, 
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United States terminated the trade agreement with Mexico on bamboo, 
wood baskets, and bags and restored the duty to 50 percent. 

In 1953 we imported 9,026,000 bamboo baskets and bags valued at 
$975,000 and 14,395,000 wood baskets and bags valued at $1,733,000. 
Taking the bamboo and wood combined, we imported 23,421,000 units. 
This was at the 50-percent rate of duty. 

Let us compare these figures with the 1949 statistics when the rate 
of duty was 25 percent. In 1949 we imported 5,265,000 bamboo 
baskets and bags valued at $493,000 and 14,688,000 wood baskets and 
bags valued at $505,000; or a combined total of 19,953,000 units. In 
other words, even though the rate of duty was 50 percent in 1953, we 
imported over 3 million more units than we did in 1949 when the rate 
was 25 percent. 

In the last 4 years a good part of these bamboo and wood baskets 
and bags have been used as handbags. We have no way of knowing 
how many because there is no segregation by types or kinds. But 
we do know a substantial number are handbags and are very popular, 
and more’ widely used each spring and summer. 

Every one of these bags displaces a handbag that would have been 
manufactured in this country. Formerly, the domestic industry man- 
ufactured white handbags, and pastel shades and novelty handbags 
for the spring and summer selling seasons. With the advent of the 
bamboo, straw, and wood baskets and bags, the domestic manufacture 
of whites and pastels are down to an insignificant quantity. 

We would like to note that of the 14 million wood baskets and bags 
imported in 1953, over 8 million units came from Japan. It is stag- 
gering to think what might be expected if there were to be even the 
slightest reduction of the 50 percent rate of duty. 

he rate of duty on leather handbags is 20 percent. The rate of 
duty on reptile handbags in 1714 percent, with Cuba having a prefer- 
ential rate of 14 percent. In 1938 the rate of duty on leather and rep- 
tile handbags was 35 percent. Since 1939 both of these commodities 
have been reduced—reptile handbags, a 50 percent reduction; leather 
handbags, a 43 percent reduction. 

We honestly, sincerely and frankly believe this is rock bottom. We 
dislike being pessimistic, we hate to be a prophet of doom, but stark 
realism dictates we can only come to one conclusion—the bankruptcy 
of the domestic handbag industry, should there be any reduction, how- 
ever slight. 

The handbag industry in the past few years has been in the throes 
of a depression. There are many insolvencies, there is much unem- 

loyment and undercapitalization is most common. Many a firm is 

anging on by a thin thread, one step removed from bankruptcy, only 
because the creditors appreciate this drastic step results in great loss 
to all concerned. 

In a large measure, imports of handbags is responsible for this de- 
= condition. Unquestionably, the excise tax on handbags has 

n a contributing factor. But it is the imports, and the imports 
alone, which creates a paralyzing fear that strikes the very foundation 
of the handbag industry. This fear, psychological in part, is mostly 
founded in fact. : 

When a handbag buyer of a large buying office or retail store tells 
a handbag manufacturer he is going abroad to buy handbags and that 
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domestic commitments will have to await his return—this is real cause 
for concern, 

With the important statistics of leather and reptile handbags show- 
ing a definite steady increase from $749,000 worth in 1949 to $3,389,000 
at import value in 1953, this is more than something psychological to 
worry about. When you consider the French handbag manufacturer 
gets an 80 rebate on social charges on handbags shipped to the United 
States—this is a decided advantage than undermines the domestic 
manufacturer. 

In addition, and of great significance, is the fact that the French, 
the Italian, the Cuban, and other foreign employes receive considerably 
less than the American handbag workers, both as take-home pay and 
fringe benefits. The New York State Department of Labor Market 
Review for October 1954 shows that the average weekly earnings of 
production workers in the handbag industry in New York City for 
August 1954 was $51.11 for an average week of 36 hours. This does 
not include the fringe benefits, which adds at least 10 percent more 
to this average wage. How does this compare with employes in the 
foreign handbag industries? The information we have is that in 
England the average wage is $25, in France $20, in Germany $21, in 
Italy $35, and in Cuba $15, for a work week of 48 hours. 

Is all of this frightening to the American handbag manufacturer ? 

We have not entered into the broad general considerations of foreign 
economic policy. Frankly, the economic and political overtones are 
beyond us and we, thendfine. have left this field to the experts and 
economists who have appeared before you. 

But what we do consider ourselves expert on is the effect tariff rates 
have on the handbag industry. We are certain that any reduction of 
rate would undermine the domestic industry and jeopardize the liveli- 
hood of some 20,000 Americans. This should not be taken lightly. 

The ladies’ handbag industry in the United States most earnestly re- 
quests the Government not to lower tariff rates on handbags. Further 
reduction would mean a flood of imports, at a time when the economic 
health of the industry is weak and very susceptible and sensitive to 
the slightest change. 

We, therefore, suggest that H. R. 1 be amended to contain a list of 
commodities which would be excepted from future tariff rate reduc- 
tion; that, on this list, handbags be included among other commodities 
which have reached a point below which no further reduction could 
be made. 

We strongly urge your serious and favorable consideration of our 
proposal. 

I wish to thank you gentlemen for the privilege of being before you. 
I have enjoyed being with you tonight even as late as it is. 

Mr. Mis. Mr. Berkowitz, we appreciate very much your appear- 
ance and the information you have given the committee, and you may 
be assured that it will be considered by the committee. 

Mr. Reep. Mr. Chairman, I have known Mr. Berkowitz for many 
years and I value his friendship. 

I would like to have put in the record the official figures of the 
Department of Commerce showing the exact number of imports and 
exports that Mr. Berkowitz referred to in his testimony. 

Mr. Mitxs. Without objection, it will be included. 

(The material referred to follows :) 
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Women’s and children’s handbags of leather: United States imports for consump- 
tion, by principal sources, 1949-538, and January—September 1954 


| January- 
Country 1952 ! 1953 ! Septembe 
1954 ! 


| 


Quantity (1,000 pieces) 


151 193 | 
39 30 | 
114 | 207 | 
147 220 
88 104 | 


539 | 
! 





Value (1,000 dollars) 


Pe a Sen dee osinaal 1, 056 
United Kingdom 311 
: ps 415 


1 Preliminary. Beginning in 1954, individual importations for immediate consumption that do not 
amount to more than $250. under a statistical classification are not included in the data in this table. 


Source: Official statistics of the U. S. Department of Commerce. 


Mr. Mits. Mr. Berkowitz, we will include, if you desire, this brief 
on H. R. 1. 

Mr. Berxowrrz. Thank you 

Mr. Miuts. Without objection, it will be included in the record. 

(The material referred to follows :) 


BRIEF ON BEHALF OF THE 


NATIONAL AUTHORITY FOR THE LADIES’ HANDBAG INDUSTRY 
NEw York, N. Y., RELATIVE TO H. R. 1. 


To the Honorable Chairman and Gentlemen of the House Ways and Means 
Committee 


This brief is submitted on behalf of the National Authority for the Ladies’ 
Handbag Industry, a national trade association consisting of 225 manufacturers 
of ladies’ handbags, who manufacture approximately 60 pereent of the total 
production of handbags in the United States. 


THE HANDBAG INDUSTRY IN THE UNITED STATES 


The ladies’ handbag industry in the United States is highly specialized, both as 
to kinds and grades of handbags manufactured. The majority of the employees 
are highly skilled with many years of experience and background in the industry. 

In 1939,* there were 286 establishments, employing about 14,000 employees and 
the total production was $55.7 million, at the wholesale level. In 1946,’ there 
were about 700 firms, employing 20,000 employees with a total production of 
about $200 million. In 1947,’ there were 734 firms, employing about 20,000 em- 
ployees and the total production was amlost $160 million , at the wholesale level. 
In 1953,* there were about 500 firms, employing about 17,000 employees and the 
total production was about $140 million. 


1 Official statistics of U. S. Department of Commerce. 
2Estimated by the National Authority for the Ladies’ Handbag Industry. Based on 
data supplied by members of the association and information supplied by the unions. 
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Handbags are made from a variety of materials. Confining our discussion 
to the major components, handbags are made from leathers, reptiles, plastics, 
beads, straw, metal mesh, bamboo, willow, sisal, rhinestones, cordé, fabrics 
and even wood and paper. 

The manufacturers of ladies’ handbags in the United States are located in 
the following States: Massachusetts, New Jersey, Florida, Illinois, California, 
Connecticut, New York, Pennsylvania, Viriginia, Ohio, and Missouri. 


RECENT HISTORY OF TARIFF RATES ON HANDBAGS 


There are two general classifications of handbag imports that the handbag 
industry is deeply concerned with. One group consists of leather and reptile 
handbags and is found under paragraph 1531 of the Tariff Act of 19380. The 
second group consists of handbags that are referred to as baskets and bags and 
these are made of bamboo, straw, willow and wood, and are found under para- 
graph 411 of the Tariff Act of 1930. 

In 1939 the first reduction of tariff rates on handbags took effect after the 
Reciprocal Trade Agreements Act of 1934 became law. In 1938 the rate of duty 
on leather and reptile handbags was 35 percent. In 1939 the rate of duty on 
leather and reptile handbags, was reduced to 25 percent, as a result of a trade 
agreement with the United Kingdom. As to reptile handbags, it was further 
reduced to 17% percent in 1941 as a result of a trade agreement with Argentina. 
Further reduction on leather handbags was made at Geneva in 1948, to a rate 
of 20 percent. In addition, Cuba, at present, has a preferential rate of 14 per- 
cent on reptile handbags. 

In connection with the baskets and bags of straw, willow, bamboo and wood, 
which are of great importance because of the increased use of these baskets 
and bags as handbags, the rate of duty on all of these baskets and bags was 
50 percent under the Tariff Act of 1930. In 1948 as a result of a trade agree- 
ment with Mexico, they were reduced to 25 percent. However, on January 1, 
1951, United States terminated the trade agreement with Mexico on bamboo and 
wood baskets and bags and restored the rate of duty on these commodities to 
50 percent. So that on baskets and bags made of bamboo and wood the present 
rate is 50 percent and on baskets and bags made of willow and straw, the rate 
is 25 percent (see exhibit 1). 


IMPORTS OF HANDBAGS 


Beginning with 1939, just before World War II when imports were at their 
lowest ebb, we imported $153,000 worth of leather and reptile handbags. In 1946 
imports reached a peak of $6,038,000. This included $4,800,000 imported from 
Argentina. After 1946, imports began to drop, and in 1949, reached a low of 
$749,000. For 1953, imports of leather and reptile handbags have climbed to 
$3,389,000 (see exhibit 2). 

To bring these import statistics up to the latest data available, United States 
imported $2,650,264 handbags made from leather and reptile from January to 
October 1954,* inclusive. 

As concerns the imports of baskets and bags made from bamboo, straw, willow, 
and wood they have been very substantial. (See exhibits 3 and 4.) We wish 
to point out that under the classifications “Baskets” and “Bags,” not only are 
handbags included, but also baskets and bags upon which artificial flowers, orna- 
ments, fruit, ete.. are added after they are in the United States and thus become 
handbags. In addition, included under this classification are household, fancy, 
and related types such as clothes, shopping, picnic, Easter, flower, sewing, bread, 
and pet baskets. Also, baskets used as shipping containers of agricultural 
products, usually known as fruit and vegetable baskets. 

There is no secregation by types or kinds of baskets and bags under paragraph 
411, and so we have no exact figures on how many are really handbags, as we 
know them. However, in the last few years the bamboo, straw, willow, and 
wood baskets and bags have become very popular as handbags and are being 
extensively used as such throughout the United States. 


PREFERENTIAL TREATMENT OF CUBA 


The present rate of duty on Cuban handbags made from reptile leather is 14 
percent. This rate resulted from a reduction in the general rate in a trade agree- 


1 Official statistics, U. S. Department of Commerce. 
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ment with Argentina, effective November 1941, by virtue of trade agreement 
with Cuba, effective September 1934, under which the Cuban products were en- 
titled to a 20 percent preferential rate. 

The following table shows the extent of recent reptile handbag imports * from 
Cuba: 


TA pesce pipreeteripengpmeerepincemninnp inner i I I ries eeepc sence $776, 351 
Ti ain reise cece ne wk eno EEE LETS 934, 717 
ORR iernirtminnenntitibinnn Re A 1, 175, 409 
Te ccerrrechirtabtesteenriivcrmes 534, 156 


From the above, it is quite evident that a definite trend of increased imports 
of reptile handbags obtains. 

The United States manufacturer is in no position to compete with the low labor 
and material cost that prevails in Cuba. The Cuban product is from one-half 
to one-third the cost of a comparable American handbag. 

The low, preferential rate of 14 percent on reptile handbags is clearly and defi- 
nitely responsible for the increased trend of imports from Cuba. The steady 
increase, one year after the other, if unchecked, spells certain disaster to the 
domestic manufacturers of reptile handbags. The rest of the domestic industry 
is adversely affected because of the highly competitive and sensitive nature of 
the handbag industry. 

Whatever the reasons for the original preferential treatment granted Cuba in 
1934 were, as concerns handbags, they no longer exist. A number of European 
refugees, skilled in leather crafts, have settled in Cuba since World War II, and 
have gone into the handbag manufacturing business. Applying European skills 
and techniques and employing domestic labor, they have a considerable advantage 
over the American manufacturer without preferential tariff considerations. 


REASONS WHY TARIFF MUST NOT BE REDUCED 


In the more than 50 years that women’s handbags has been an industry in the 
United States it has never been faced with a more serious threat to its future 
welfare, and we can safely say a threat to its very existence, should the Govern- 
ment lower the tariff on women’s handbags. 

During the past 10 years, conditions in the handbag industry, like many other 
industries in the United States, have undergone tremendous changes. Labor 
costs have increased 150 to 200 percent. The workweek has been changed from 
40 hours a week to 37% hours a week, with overtime pay after 40 hours a week. 
Paid vacations, paid holidays, social security, hospitalization, life insurance, pen- 
sions, disability insurance, and other welfare benefits have been added to labor 
costs. During the past 10 years, materials used in the making of handbags, such 
as leather, fabrics, metal goods, have increased in prices from 100 to 150 percent. 

The handbag industry in the United States is a comparatively small industry. 
For the most part it is made up of units employing from 20 to 100 workers with 
only a very limited number who employ more than 100 workers. The handbag 
industry is the best example of free enterprise in our country. In the handbag 
industry it is only a short step from being an employee to being an employer. 

The domestic handbag industry operates under a grossly inequitable business 
climate. Handbags are one of the very few commodities which are subject to 
a 10-percent excise tax on the retail level. This discriminatory tax has been 
responsible for a recession, even a depression, in the industry. Of all the items 
of wearing apparel a woman wears, with the exception of a fur coat, the handbag 
is the only one subject to the excise tax. There is no excise tax on shoes, hats, 
coats, dresses, scarfs, hosiery, belts, and lingerie, but on handbags, yes, a 10- 
percent excise tax, that prior to April 1, 1954, was 20 percent. This is a burden 
that has weighed the industry down and shackled and impaired its natural growth 
and expansion in the face of the increased population of the United States. 

The domestic handbag production has not kept pace with the increased female 
population. In 1943, the United States handbag industry produced approximately 
56 million® handbags. In 1953, the domestic production was approximately 63 
million.’ Considering the population growth and the economic growth of the 
United States in this 10-year period, we believe it represents one of the worst 
prewar-postwar comparisons of United States industry. 

In this unhealthy business scene, there overhangs a constant cloud of gloom— 
the imports of foreign-made handbags. A general feeling of fear pervades the 


“Source: Department of Commerce Statistics. 
5 Source: Estimated by the National Authority for the Ladies’ Handbag Industry. 
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handbag industry because of the impending menace that handbag imports 
portend. 

Basically, the handbag industry is a handcraft operation. Productivity dif- 
ferences between the United States industry and the foreign competitors are 
very slight. However, as to wages, total labor costs, material costs, and 
overall production costs the foreign manufacturer has a considerable advantage 
over the domestic manufacturer. The current tariff rates do not nearly com- 
pensate for this differential. 

There are a group of other advantages, of a general nature, that inure to 
the foreign manufacturer that constitute unfair competition to the domestic 
handbag manufacturer. Typical of this group, is the French “Lump refund 
on tax and social benefits for exports toward the United States and Canada.” 
This French law gives the French handbag manufacturer a rebate of 80 percent 
of the social charges paid the French Government. This is tantamount to a 
subsidy granted by the French Government on leather handbags exported to 
the United States. This is a decided advantage of considerable importance 
that the domestic manufacturer has no way of overcoming. France is one of 
the principal exporters of leather handbags. 

As to the tariff rates on reptile and leather handbags a review of the changes 
in United States rates of duty (exhibit 1) shows they have already been reduced 
from 35 percent in 1930 to 20 percent on leather handbags; and from 28 percent 
in 1930 to 17% percent on reptile handbags, reductions of 43 percent and 50 per- 
cent respectively. These reductions are very substantial and represent the 
absolute maximum that the handbag industry can stand without causing a 
catastrophe in the industry. We sincerely believe the 20 percent on leather and 
the 17 percent on reptile handbags represent the peril points beyond which you 
cannot, in good conscience, go any lower. 

It is incomprehensible to us to even consider any further reduction in rates 
however slight the reduction may be. We strongly urge the present rate of 
20 percent on leather and 17% percent on reptile handbags remain unchanged. 

As to the baskets and bags of bamboo and wood, a complete new problem 
of major consequence presents itself. Beginning with about 1950, American 
women began to use baskets and bags made from straw, willow, bamboo, and 
wood as handbags. This is something comparatively new. In the Summaries 
of Tariff Information, volume 4, Wood and Manufactures, 1948, prepared by 
the United States Tariff Commission under the heading of “Comment,” in this 
connection, it reads as follows: 

“The basket (and bags) covered by this summary must be made of bamboo, 
straw, palm leaf or raffia, papier mache, or wood or composition of wood (includ- 
ing willow, rattan and reed, splint, chip, and veneer). The baskets here con- 
sidered are of two general kinds: (1) Household, fancy, and related types 
such as clothes, shopping, picnic, Easter, flower, sewing, bread or roll, and 
pet baskets. These types, sometimes known as commercial baskets, are made 
of all the materials enumerated above and are usually of interwoven or basket- 
work construction. (2) Baskets used as shipping containers of agricultural 
products, usually known as fruit and vegetable baskets.” 

Nowhere in this comment is there a word about these baskets and bags being 
used as handbags. In 1948, when this summary was prepared, these baskets 
were not used as handbags. Today, millions are sold across the handbag 
counters of every type of retail outlet throughout the country. In the four 
season areas of the country, these baskets and bags are sold during the spring 
and the summer. In the South and Southwest, they are sold throughout the 
year. 

Whereas formerly the handbag industry manufactured white and pastel shades 
of leather, fabric, and plastic handbags, and many novelty handbags for 
spring and summer selling, and for resort areas, today, the domestic manu- 
facture of this type of handbag has been displaced by the imported baskets and 
bags of straw, willow, bamboo, and wood. The baskets have become more 
and more popular and are commonly acknowledged and accepted as the summer 
bag. 

A review of the import statistics of these baskets shows a marked increase 
in the past 5 years (see exhibits 3 and 4). In 1949, we imported 23,093,000 
units valued at $2,286,000 and in 1953, we imported 30,787,000 units valued at 
$5,477,000. While all of these baskets and bags are not all handbags, a con- 
siderable number are. Kindly note that in 1953 we imported 23,421,000 units 
made from bambo and wood, valued at $2,708,000. In other words, the bulk 
of these baskets and bags are the commodities on the list for negotiation at 
Geneva. 
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Any reduction of tariff rates on bamboo and wood baskets would cause undue 
hardship and grief to an industry already suffering from present import 
encroachment. 

CONCLUSION 


The ladies’ handbag industry in the United States earnestly requests that 
the committee give consideration to the fact that the present tariff rates 
on handbags are as low as they should be. We sincerely believe that further 
reduction, however slight, would cause a chaotic condition in the industry. 
We believe the peril-point and escape-clause procedures of the bill are inade- 
quate to undo the harm and injury that would follow should there be any 
further reduction of rates on handbags. 

We, therefore, suggest that H. R. 1 be amended to contain a list of com- 
modities which would be excepted from future tariff rate reduction; that, on this 
list handbags be included, among other commodities which have reached a 
point below which no further reduction could be made. 

We strongly urge your serious and favorable consideration of our proposal. 


Exurerr 1.—Women’s and children’s handbags of Leather—Changes in United 
States rates of duty 


| 
| Tariff rate in— 

















| 
Act of 1930 | 145 26 | (1984 
} 
Percent Percent | Percent 
Handbags made from leathers. ..__- b.2ab ide Ebene 35 | 25 | 20 
Handbags made from reptiles. --..-- 28 | 20 | 17% 
Handbags made from a. product of Cuba. 28 14 | 14 
Baskets and bags, bam boo-.-- - oe 50 5O 50 
Baskets and bags, wood, ete. _ tds aeacdes Feed 50 50 | 50 
Baskets and bags, oop lemipaine ats AB 50 py), 25 
Baskets and bags, willow -__-- 50 | 25 25 


Source: Summaries of Tariff Information, U. 8. Tariff Commission. 
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Exuisit 3.—United States imports 


[Value, thousands of dollars] 





2 
1950 1951 1952 1953 





Baskets and bags, bam boo 
Baskets and bags, wood, ete 
Baskets and bags, straw 
Baskets and bags, willow 


1 221 from Japan. 
2 266 from om. 
3 147 from Japan. 
4199 from Japan. 
5 260 from Japan. 


Source: D Commerce Statistics. 


ExuHisit 4.—United States imports 
{Quantity in thousands of pieces] 


Baskets and bags: 


1 13,324 from Japan. 
212,016 from Japan. 
3 4,611 from Japan. 
4 6,292 from Japan. 
58,309 from Japan. 


Source: U. S. Department of Commerce statistics. 


Mr. Mus. Without objection, the committee stands adjourned 
until 10 o’clock in the morning. 


(The following statement was submitted for the record :) 


STATEMENT OF INTERNATIONAL HANDBAG, LUGGAGE, BELT, AND NOVELTY WoRKERS’ 
Union, A. F. or L., oN ExTREME HARDSHIPS or HANDBAG INDUSTRY DICTATE AN 
INCREASE RATHER THAN A REDUCTION IN TARIFF RATES 


For years the International Handbag, Luggage, Belt, and Novelty Workers’ 
Union has advocated a revision of the low tariffs on handbags and a restoration 
of the former rates—35 percent ad valorem on all handbags made of reptile or 
other leathers and 50 percent on all handbags made of straw. This is to register 
our opposition to any further reductions which, of course, include the proposed 
reductions of an additional 15 percent on the present tariff rates on handbags 
because same would only add to our extreme hardships and our struggle for 
survival. 

We respectfully submit the following for your kind consideration: 

1. The ladies’ handbag trade is a model American private enterprise trade of 
approximately 650 employers at the present time, the largest number of em- 
ployers in its history. 

2. We are told that General Motors Corp. and Ford Motor Corp. did 94 percent 
of the automobile business in 1954; Chrysler Corp., 4 percent; and all other 
companies, 2 percent. But, this is our picture: 

In the city of New York, which occupies a most prominent place in the handbag 
industry of our country and which for more than 50 years has been a most im- 
portant center in the manufacture of handbags, the following picture of the 
makeup of the shops is most enlightening : 

(a) The Pocketbook Workers’ Union, New York, an affiliate of our Interna- 
tional Union, is in contractual relations with a vast majority of the handbag 
manufacturers of the city—340 in number. Of this number, 138 employers em- 
ploy only from 1 to 10 workers; 96 employers employ from 11 to 20 workers; 41 
employers employ 21 to 40 workers; 13 employers employ from 41 to 50 workers ; 
30 employers employ from 51 to 75 workers ; 10 employers employ from 76 to 100 
workers; and only 12 employers employ 100 or more workers. 
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To be more plain and specific, we are dealing with a large number of employers 
who employ a limited number of workers. The employers operate on a most 
modest capital; their credit with banks and suppliers is most limited; and, one 
bad season causes many a mortality among employers whose shop closings put 
workers out of jobs and on the unemployment and relief rolls of country and 
city. While the handbag manufacturers of other cities are, in some instances, 
larger in size and run more substantial operating units, they are, in the main, in 
the same class and category. 

3. When one takes into consideration that the estimated volume of business 
at wholesale in 1953 was only $135 million, and in 1954 the volume is estimated 
not to exceed that amount, one will appreciate the problem of foreign competi- 
tion hitting the American handbag market from a large number of foreign coun- 
tries. Yes, $135 million worth of business at wholesale must be divided among 
a minimum of 650 employers which makes for an average of slightly over $200,000 
per unit. The handbag manufacturers, therefore, are not, in the main, in a 
position to promote their product or even spend money on advertising, of what- 
ever medium. 

Such a thing as the spending of a million dollars on a Motorama show by 
General Motors, which is headed by world-renowned talents, is most fantastic 
to the employers of our trade. Hence, what is good for General Motors, the Ford 
Motor Co., the oil and rubber industries and other mass production industries is 
certainly not necessarily good for the handbags manufacturers or the workers 
in their employ. 

4. Yet, we cannot emphasize too strongly that our trade is an essential trade 
and the products of our manufacture are necessaries, not luxuries. The Armed 
Forees of the United States, during the last two world wars, equipped the 
Women’s Auxiliary branches of our military establishments with handbags as 
part and parcel of their standard garb and standard equipment, having found 
said containers indispensable. Hence, all talk about the handbag trade being 
a luxury trade is nothing but loose language and to expose the handbag trade 
to the dangers of unfair and cutthroat foreign competition must be considered 
un-American and detrimental to the national interest of our country. 

5. The spokesmen for the H. R. 1 bill have already shown their colors and their 
complete disregard for the vital interests of American victims of unfair foreign 
dumping and unfair labor competition. They are on record as follows: 

(a) They demand a longer period of extension than 3 years of the proposed 
period of time covering further reductions in our tariffs. 

(b) They demand elimination of any escape-clause provision which, at least 
in principle, allows that tariff concessions could be canceled or modified if they 
resulted in increased imports causing serious injury to the domestic economy. 

(c) They demand elimination of the peril-point provision in the Reciprocal 
Trade Agreements Act, preferring destruction of a domestic trade in favor of 
foreign factors making for such destruction. 

(d@) The spokesmen for some agricultural interests have endorsed the H. R. 1 
bill with the specific understanding that Congress would make relatively certain 
that it did not endanger the purposes of section 22 of the Agricultural Adjustment 
Act of 1938. This act provides that foreign agricultural imports shall not 
interfere with domestic price-support programs. 

To be sure, we have no more price supports nor a price-support program in 
the handbag trade than in all other trades. A price-support program in the 
handbag trade would be considered a violation of the Antitrust Act. The only 
price supports in our trade worth a pinch of snuff are the following: 

(1) Union standards and conditions in the trade made applicable to as many 
manufacturing units as our union is able to reach. 

(2) Uniform standards and conditions for an industry eliminates cutthroat 
competition and substandard working standards and conditions. 

(3) The many violations of the wage-and-hour law notwithstanding, the ceiling 
on hours and the floor on wages provided by the wage-and-hour law provide a 
measure of protection to labor and industry. 

(4) It is generally conceded and considered that the present wage-and-hour 
law is antiquated and much behind the times. Labor is demanding a minimum 
wage of $1.25 per hour. The President of the United States sent a message 
to Congress asking for a 90-cent hourly minimum wage. We are greatly dis- 
satisfied with the President’s recommendation, but it is plain to see that a higher 
minimum wage will give foreign competitors, even under the present tariffs 


prevailing in the handbag industry, still greater advantages over our domestic 
procedures. 
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6. Speaking of foreign competition, which in most cases is actually dumping, 
we attach hereto copies of two typical advertisements which were timed with 
the opening of the spring season in our industry and the showing of our new 
line of goods. These typical ads appeared in the New York Times of January 
16, 1955. One was featured by the fine department store of Oppenheim Collins 
of New York and Brooklyn, N. Y. The ad features pictures of four handbags 
and reads as follows: “Extra special sale—Expensively mounted. Leather 
lined. French calf handbags—yesterday they cold from $12.50 to $25, now 
$9.90. Imported French calfskins, hand-picked originally for suppleness, smooth- 
ness, luster, top quality. All in roomy, distinctively French styles made with 
unique French skill, attention to the smallest details, note zipper inside pocket. 
Choose versatile, fashion-important colors; black, navy, brown, red, tan. Shown: 
only four from our superb group.” 

The other ad was featured by Tailored Woman, Fifth Avenue, New York City, 
and reads as follows: “An important import scoop. Handcrafted antelope-suede 
handbags, regularly $39.95 to $55—$22. Fortunately for you—unfortunately for 
the importer—these designer treasures, handcrafted by a Toledo artisan, missed 
the boat’ * * * arrived too late for holiday selling, and Tailored Woman snapped 
them up to bring you second-to-none values.” 

Such typical ads are a daily occurrence and a daily feature in our newspapers 
all over the country. Whether the handbags come from France, Spain, Italy, 
Germany, Czechoslovakia, Cuba, Argentina, the Bahamas, or Japan—a new and 
late comer into our field which threatens our very existence for it is generally 
known that the wage scale in Japan ranges from 9 to 19 cents per hour as against 
an average hourly rate of $1.27 in the United States for domestic handbag work- 
ers; whether the handbags are made of leather, reptile, or straw; whether in 
larger or smaller quantities, the foreign imports have the following effect upon 
our trade: 

(a) They demoralize consumers. 

(b) They confuse, bewilder, and knock the wind out of manufacturers. 

(c) They depress workers. 

(d) They cause the increase of importers. 

(e) Manufacturers of handbags have already given up business at home and 
have become importers from abroad, ete. 

7. It is said, among many other things, that further reductions in our tariffs, 
even at the expense of our domestic manufacturers and workers who may suffer 
underemployment, or total loss of jobs, should, nevertheless, be promoted in the 
interest of greater good will among nations and to combat communism, To the 
best of our knowledge, the handbag workers of many countries are members 
of Communist-dominated unions—and that includes the handbag workers of 
France and Italy. Are the non-Communist and anti-Communist handbag work- 
ers of the United States to sacrifice their livelihood so that Communist hand- 
bag workers abroad may be fed and so that employers of Communist labor may 
enjoy greater profits while domestic employers of non-Communist and anti- 
Communist labor are forced to meet unfair and cutthroat foreign competition, 
sacrificing legitimate profits? 

8. The Women’s Wear Daily of October 5, 1951, featured a photograph of 
Vincent Auriol, President of France, congratulating the French manufacturers 
of Dofan Co. handbags for export to the United States which was accompanied 
by a statement of the president of said company who conceded, among other 
things, that— 

(a) The basic salary of the French worker in the handbag industry is only 
about $100 per month as compared with the American average of approximately 
$220 per month. 

(b) Only about 4 percent of the French worker's salary is expended for rental 
purposes as compared with about 20 to 25 percent expended by the American 
worker. 

(c) Importers of French handbags point out that although it is acknowledged 
that French workers in the handbag trade earn far less than their counterparts 
in this country, it is also indicated that any comparisons on the basis of dollar- 
for-dollar earnings alone would be both inaccurate and unfair because they would 
fail to take into account certain other pertinent economic considerations. Among 
these considerations, the basic one is simply that the overall standard of living 
in France is lower than that which exists in this country. 
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(d) Factories at which the French worker is employed made available to him 
clothing and food commodities at drastically reduced prices, through a coopera- 
tive buying system. 

(e) Labor conditions in France are reported vastly superior to those in Italy. 
Italian workers, as a matter of fact, are known to be flooding into France more 
or less surreptitiously in order to secure benefits not available to them in their 
own country. 

9. Another item of news which appeared in the Women’s Wear Daily,’ under 
dateline of Frankfurt, January 1, headlines the story: “German Leather Goods 
Fair in Offenbach, February 21-26. West German leather goods industry sent 
over $1 million worth to United States in 1952; seen leading all Europe in produc- 
tion in 1953.” The statement is very factual—hence, the present dangers are very 
clear. It tells, among other things, the following: 

(a) The West German leather goods industry numbers 18,000 workers in the 
Offenbach region, and 10,000 workers in the Nuernberg and Kuppenheim produc- 
ing centers, together with some smaller places. 

(b) West Germany sold $1,200,000 worth of its products to the United States 
during 1952. 

(c) The West German leather goods manufacturers may lead Europe in 1953 
in the production of high-grade handbags and leather novelties. 

(d) More than 2,000 manufacturers of handbags and small leather goods 
items, such as briefcases, note cases, cigarette cases, suitcases, manicure and over- 
night cases, belts, etc., are geared for greater export business. 

(ce) The proportion of goods exported continued to rise rapidly during 1952 
and the total of West German leather goods sold for dollars during 1952 will be 
more than double the total for 1951 when all figures are in. The 1951 figures, 
again, had doubled those of 1950, when total exports for dollars were only 
$300,000. The 1951 figure was $600,000; and in 1952 the million-dollar mark had 
been exceeded by the end of October. 

(f) The president of the West German Leather Goods Union stated that credit 
for that phenomenal rise in dollar exports must go to the American occupation. 
Some hundreds of thousands of Americans became aware for the first time of the 
high quality and the designs of West German small leather goods. Many took 
items back home with them and encouraged local stores to order more. 

10. But, what about labor standards and conditions in shops of foreign com- 
petitors? Yes, what about them? In summation, this is the true picture— 

(a) Handbags imported into the United States from France, Italy, Germany, 
Spain, Engtand, Cuba, Argentina, Japan, ete., are priced at about one-half the 
price at which our domestic manufacturers are able to produce similar bags. 

(b) Foreign governments, such as those of France, Italy, Germany, and 
Spain, are subsidizing the export of leather goods, particularly handbags, to 
the United States. This makes it much easier for foreign manufacturers to 
compete in our markets. 

(c) The making of handbags requires considerable handwork. And, what is 
more important, on all operations which require machinery, foreign manu- 
facturers use the identical type and kind of machinery used by manufacturers 
in the United States, such as clicking machines made by the United Shoe 
Co. for the cutting of leather; paring machines used for skiving of leather; 
electric-knife machines used for cutting of linings, textiles, plastics, etc.; sewing 
machines powered by electric motors; turning-in machines used for the turning 
in of edges ; cementing and gluing machines used to fasten component parts in the 
assembly of the handbags. Foreign manufacturers have the use of the same 
machines as do domestic manufacturers. 

(d) Manufacturers of handbags in France, Italy, Germany, Japan, Spain, 
Cuba, and Argentina use thousands of homeworkers who work for a mere 
pittance, while in the United States we have long abandoned the practice of 
homework, and manufacturers cannot legitimately avail themselves of child 
and sweatshop labor. 

(e) Manufacturers of handbags in the United States, even when they run 
nonunion shops, are forced to comply with the provisions of the wage-and-hour 
law. In foreign countries the weekly working hours are from 48 to 54, and 
more. By the way, there is no limit on working hours for homeworkers. 

(f) In the United States the majority of manufacturers and the majority 
of workers operate under union contracts. The workers are accorded paid 
holidays, paid vacations, health and welfare benefits, etc., besides job classifica- 


? See p. 1826. 
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tions and minimum scales of wages for the various crafts which exceed by far 
those conditions of employment accorded the workers of foreign countries even 
under union contracts. 

(g) The foreign competition in the handbag industry is more than unfair 
competition. It is cutthroat competition, Foreign manufacturers are not sell- 
ing their handbags and personal leather goods in competition with our manu- 
facturers, they are actually and factually dumping their products on the Amer- 
ican market. The danger point has long been exceeded, yet the Tariff Commis- 
sion has done nothing about it and we remain victims of cutthroat competition. 

(h) Our workers used to enjoy between 6 and 8 weeks of work on summer 
goods. Summer bags from all over the world are flooding our markets today 
with our own workers on relief or on the list of the unemployed. 

(i) The competition is increasing both in the total number of handbags im- 
ported as well as in the dollar value of these bags and the volume of business 
done at wholesale by foreign manufacturers in the United States. In 1951, 
222.383 reptile handbags valued at $1,184,274 were imported into the United 
States. In 1953, the total number of units imported was 233,313 at a value of 
$1,268,958. In 1951, 298,070 handbags made of other leathers were imported 
at a value of $1,776,427, while in 1953, 520,815 units were imported at a value of 
$2,120,076. 

To be more plain and specific, the total number of units of handbags made 
of reptile and other leather imported in 1951 was 520,453, while in 1953 imported 
units totaled 754,128. The value of said bags in 1951 was $2,960,701, while in 
1953 the value was $3,389,034. These figures do not tell the full story. They 
are misleading for the simple reason that the unit value of the handbags in 
1951 was $5.68 while in 1953 the unit value was $4.49. This bespeaks lower 
prices at wholesale and greater cutthroat competition with our manufacturers. 

(j) Add to all of the aforementioned advantages of foreign manufacturers 
the century-old fact that handbags are women’s accessories—hence, the French 
and Italian couturiers still set the style. The French and Italian handbag 
manufacturers are the originators, and our domestic manufacturers are mostly 
copyists. French and Italian labels in handbags add prestige to the foreign 
products, another most distinct advantage for the foreign manufacturer. 

(k) If our manufacturers still carry on in the face of these enormous disad- 
vantages, and the total imports as against the total volume of our business is 
to date still limited, it is for the following reasons: 

(1) The domestic volume business or quantities of handbags ordered by re- 
tailers and chainstores is several times larger, and more efficient production is 
possible in the United States. 

(2) The domestic man output per hour is greater than that of foreign labor. 

(3) The time element of delivery from the manufacturer to the doorstep of 
the retailer is a considerable factor in allowing domestic manufacturers to 
supply the constant needs of retailers who, by the way, are not anxious to tie 
up purchasing power with foreign manufacturers. Deliveries are never certain, 
not to speak of possible tieups such as the recent tieup which plagued the New 
York piers and paralyzed the port. 

(4) The reluctance of many of the department and chain stores to place too 
large orders with foreign manufacturers for fear that the styles contracted for 
may be picked up by commissioners and domestic manufacturers directly and 
copied before delivery of their orders from foreign manufacturers—all of which 
limits their orders abroad. 

If not for the above-enumerated factors the cutthroat competition and foreign 
dumping would certainly have caused even greater hardship to domestic manu- 
facturers than it has to date. 

(1) Let it be stated again and again that while the country cannot sing the 
praises of the private-enterprise system in the steel, automobile, oil, rubber, 
and electric-appliance industries (for these giant industries are controlled by 
a few), the private-enterprise system continues at its bloom in the handbag, 
luggage, and personal leather-goods trades, where it takes very little capital to 
start a small manufacturing business. In the handbag trade alone, as stated, 
we have more than 650 manufacturers of all sizes. The average shop employs 
between 20 and 35 workers. Manufacturers’ capital is limited, so is their credit, 
hence, the high rate of mortality. 

(m) The wages of the workers of our trades are depressed due to the depres- 
sive excise tax on all items of our manufacture as well as the cutthroat compe- 
tition from abroad. Yet, while the wages of the workers of our trades are 


generally depressed in comparison with other trades in the United States, the 
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wages of handbag and personal leather goods workers in foreign countries are 
but a half of the average wage of our skilled and semiskilled workers. 

(n) We cannot emphasize too strongly that we have been facing a dwindling 
volume of business for the last few years. The total volume of handbags sold 
in 1947 was $200 million at wholesale—in 1953, only about $135 million. A 
further reduction of the tariff on handbags and personal leather goods would 
make for greater depression and more unemployment. 

In conclusion, the tariff on handbags made of reptile has already been reduced 
50 percent, from 35 to 17% percent; and also 50 percent on straw, basket, and 
straw-woven handbags, from 50 percent to 25 percent. The greatest volume 
of imports, however, is in handbags made of other leathers which in 1951 
amounted to 298,070 units valued at $1,776,427; while in 1952 it jumped to 
520,815 units valued at $2,120,076. The tariff on handbags made of other leathers 
is 20 percent at the present time as against the former rate of 35 percent, ad 
valorem. 

The more than 100,000 persons depending for a livelihood on the breadwinners 
directly engaged in the handbag industry and the like number of dependents 
depending on those engaged indirectly in the production of all raw materials and 
accessory items which go into the making of handbags (leathers, plastics, flannels, 
paperboard, frames, mountings, locks, trimmings, paper boxes, thread, wrapping 
paper, and twine, etc.) plead respectfully with the Committee on Ways and 
Means to reject any further reductions or lowering of our tariffs on ladies’ 
handbags and pocketbooks of all kinds and categories because of the extreme 


hardships we suffer today, whose heavy load, if increased, we shall not be able 
to bear, 
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originally for suppleness, smoothnese, lustre . . . top quality! 
All in roomy, distinctively French styles 
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note inside zipper pockets! 
Choose versatile, fashion-important colors: black, navy, brown, red, tan. 
Not every style in every color. 
SHOWN: enly four from our superb group 
*plos 10% Federal tax 


Hondbegs, Street Floor * NEW YORK AND BROOKLYN ONLY 


en eat eoeer ee 





TRADE AGREEMENTS EXTENSION 


An important 


T 
i 
t 
I 
I 
I 
! 
i 
i 


Hand-crafted ANTELOPE-SUEDE* 


HANDBAGS 


regularly 39.95 to 5500- $22 


Fortunately for you—unfortunately for the importer—these de- 
signer treasures, hand-crafted by a Toledo artisan, “missed 

" |. . artived too late for holiday selling, and Tailored 
Woman snapped them up to bring you second-to-none values, 
Naturally—many one-of-kind—so come early for best selection. 


UNIQUE MOTIFS . . . embossed, baked enamel ornamentations 
hand- appliqued trims + jewelled decors. 

UNUSUAL SHAPES .. . oval boxes * pouches + envelopes’ « 
dressmaker drapes. 

ALL with hand-fashioned, non-tarnishable gold-dipped frames. 

ALL with antelope-suede* backed, silk tasseled mirrors 
and change purses. Black only 


*finished lambskin sub. 10%, fed. tax 
no refunds * ne exchanges * no cod’s * all sales final 
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742 FIFTH AVE. at 57th ST. 
NEW YORK 19 
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GeRMAN LEATHER Goops Farm IN OFFENBACH FEBRUARY 21—-26—WeEST GERMAN 
LEATHER Goops INDUSTRY SENT OvEeR $1 MILLION WortTH TO UNITED STATES 
IN 1952—Seen Leapinc ALL EvuRoprE IN PropucTIon IN 1953 


FRANKFURT, January 1.—Next leather goods fair at Offenbach, Germany’s 
handbag center, will be held from February 21 to 26, 1953, according to announce- 
ment here. Most of the goods exhibited will be for current spring selling. 
Second exhibit of the year, mostly for fall and winter goods, will be from Sep- 
tember 5 to 10. 

Over 6,000 square yards of exhibition space will be used by over 400 important 
exhibitors. In addition to exhibitors from West Germany, European leather 
goods producers from Austria, France, Italy, Spain, and other countries have 
booked space. , 

The last two of these fairs, in late winter and early autumn 1952, were visited 
by buyers for some of the most important American companies, who said that 
the fair gave them a complete view of the state of production in the West German 
leather industry. Although the Offenbach fair is a newcomer among the scores 
of European trade fairs, it has been universally accepted in the leather industry. 


SALES PASS MILLION 


The West German leather goods industry, thanks to its 18,000 workers in the 
Offenbach region, and 10,000 in the Nuremberg and Kuppenheim producing cen- 
ters, together with some smaller places, has sold $1,200,000 worth to the United 
States during 1952, according to latest figures. West German leather goods 
manufacturers “may lead Europe in 1953 in the production of high-grade hand- 
bags and leather novelties,” according to Herr Hartmann, manager of the West 
German Leather Goods Union. 

Listed in order of value of total output, the separate lines produced by more 
than 2,000 manufacturers are as follows: Women’s handbags, small leather items 
such as brief cases, note cases, cigarette cases, and manicure and overnight bags. 

Some lines are produced by smaller workshops and artisans scattered through 
Wiirttemberg-Baden and Bavaria. In Wiirttemberg-Baden, for example, at 
Kuppenheim among other places, handbag and novelty lines are less easily found, 
as most production is in suitcases, belts, and other items in which synthetic 
materials are employed. But in Bavaria, and particularly around Nuremberg, 
there is a great range of novelties such as powderboxes, sewing kits, comb cases 
and scissor sheaths. 

The proportion of goods exported continued to rise rapidly during 1952 and 
the total of West German leather goods sold for dollars during 1952 will be more 
than double the total for 1951 when all figures are in. The 1951 figures, again, had 
doubled those of 1950, when total exports for dollars were only $300,000. The 
1951 figure was $600,000; and in 1952 the million-dollar mark had been exceeded 
by the end of October. 

“Tt is worth noting that most of the credit for this big development in the 
dollar sales,” says Herr Dr. Schlitzer, president of the West German Leather 
Goods Union, “must go to the American occupation. Some hundreds of thou- 
sands of Americans became aware for the first time of the high quality and the 
designs of our small leather goods. Many took items back home with them and 
encouraged local stores to order more.” 

In total value the most important group of exports to the United States is that 
of small leather goods, including overnight bags, manicure sets, sewing cases, 
watchcases, and light air travel bags, in that order. But a second group of items, 
which includes the most expensive handbags, in snakeskin, boxcalf, and velour, 
has a strong sale and is said to be rousing a steadily increasing interest among 
American buyers. 


LEATHER RESURGES 


An unexpected postwar development, according to West German handbag manu- 
facturers, was that the swing toward plastics immediately after the war was 
soon followed by a strong trend back to leather. Women, they say, have not 
been satisfied with plastic material in handbags, and demand, rather than any 
intention on the part of the producers, has forced the Offenbach region back 
onto leather in these lines. For spring, boxcalf is taking first place in demand 
from American buyers. In grained leathers rellax is at present leading. It is a 
soft dressed pigskin. In quality handbags, crocodile and python skins are also 
still very popular. In the production of women’s handbags, West German pro- 
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ducers try not to lose the natural beauty of the leather by unnecessary decora- 
tion, processing, or alteration. Handbags which have a smart lining and rich- 
appearing fittings are said to take first place in sales for export. 


{From Women’s Wear Daily, October 5, 1951] 
Deny FRENCH COMPETITION Is UNFAIR 


Charges to the effect that leather handbags intended for the United States 
market are produced under depressed labor conditions abroad and thus consti- 
tute unfair competition with American manufacturers, are being vigorously 
denied by importers of French bags. Imports originating from France continue 
to comprise the largest single category of goods about which domestic producers 
vociferously complain. 

Although it is acknowledged that French workers in the handbag trade earn 
far less than their counterparts in this country, it is also indicated that any com- 
parisons on the basis of dollar-for-dollar earnings alone would be both inaccurate 
and unfair, because they would fail to take into account certain other pertinent 
economic considerations. Among these considerations, the basic one is simply 
that the overall standard of living in France is lower than that which exists in 
this country. Hence, French workers cannot accurately be described as obliged 
to labor under unfair conditions, in terms of the French economy, importers 
point out. 

Although the basic salary of the French worker in the handbag industry is 
only about $100 per month, as compared with the American average of approxi- 
mately $220, the former enjoys additional compensations which frequently 
comprise an important adjunct to his earnings, it is stated. 

Under a family allocation system, for example, workers receive additional 
payment from the Government ranging from a minimum of 20 percent of net 
salary to a maximum of 100 percent, varying according to the number of depend- 
ents in the family unit, and the amount of net salary earned. 

Each worker is entitled to 1 month of paid vacation under law and during 
this holidy period special transportation rebates ranging from 60 to 80 percent 
are authorized on railroad fares for the entire family en route to vacation 
resorts. 

When there is only one breadwinner in the family, the Government pays 20 to 
50 percent of the husband’s salary to the wife in order to encourage her to 
remain at home properly to supervise the children’s upbringing. 

Another factor which tends to equalize the welfare conditions of the French 
worker with that of his American counterpart, it is indicated, is the rent situa- 
tion. Although housing conditions in France are conceded to be drastically 
inferior on the whole to those prevailing in this country, it is still significant that 
only about 4 percent of the French worker’s salary is expended for rental pur- 
poses, compared to about 20 or 25 percent spent by the American worker. 

Factories at which the French worker is employed make available to him 
clothing and food commodities at drastically reduced prices, through a coopera- 
tive buying system, it is stated. He is also protected by a comprehensive system 
of social security, which makes provision for old-age pension, accident insurance, 
life insurance, and hospitalization. On expenditures for medicine, for example, 
80 percent of the amount spent is reimbursed by the Government. 

Labor conditions in France are reported vastly superior to those in Italy. 
Italian workers, as a matter of fact, are known to be flooding into France more 
or less surreptitiously in order to secure benefits not available to them in their 
own country. 

Elsewhere on the import scene, it was reported by a trade observer recently 
returned from Austria that producers in that country continue to make available 
top-grade handbags, but at prices far too high to allow export to the United 
States market. Not only is the cost of labor on the increase in that country, 
he observed, but raw materials such as calfskin, suede, and reptile skin are in 
short supply. 

Austrian petit-point was described as merchandise of highly desirable char- 
acter. 


(Whereupon, at 7: 25 p. m., the committee was recessed, to be recon- 
vened at 10 a. m. Wednesday, February 2, 1955.) 
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WEDNESDAY, FEBRUARY 2, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEAns, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in the main hear- 
ing room of the committee, New House Office Building, Hon. Jere 
Cooper (chairman) presiding. 

The CHAIRMAN. the committee will please be in order. 

The first witness on the calendar this morning is Hon. Victor Wick- 
ersham. Come forward, please Mr. Wickersham. Of course, we all 
know you very pleasantly, but for the record, will you please give your 
name, address, and the capacity in which you appear? 


STATEMENT OF HON. VICTOR WICKERSHAM, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF OKLAHOMA 


Mr. Wickersuam. Mr. Chairman, I am Congressman Victor Wick- 
ersham and I represent the Sixth District of Oklahoma. I am deeply 
appreciative of the committee’s courtesty in allowing me to appear at 
this time to express some of my views regarding the bill H. R. 1 which 
is now before the committee. 

At the outset, I want to say that I am an enthusiastic advocate of 
reciprocal trade. I have only recently returned from a trip behind 
the Iron Curtain, where I was impressed with the dangers of a policy 
of national isolation. Russia has isolated herself, and the resulting 
suspicion and world tension is dangerous to people all over the world. 

On the other hand, it is not at all desirable for our Nation to lose 
its identity in an unthinking dash to absolute internationalism. There 
is a reasonable balance between national and international interest 
and this balance must be maintained at all costs. 

This is particularly true in world trade. 

It is desirable to have a minimum of restrictions on world trade, 
up to the point that the lack of adequate safeguards causes domestic 
industries to be in peril. When domestic industries are endangered, 
it becomes necessary to examine our trade policies with an eagle eye. 
When those industries are absolutely vital to our national security, 
safeguards must be established to prevent them from being substan- 
tially injured. 

This is particularly true in the case of oil. Oil is one of our most 
vital materials. It powers the machines which are essential to victory 
in a mechanized age. Without an adequate supply of oil, we, as a 
nation, would be without an adequate defense. We have been for- 
tunate, as a nation, to have enough oil to take us to victory in two 
world wars. 

1829 
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Excessive oil imports threaten to permanently impair the capability 
of the domestic oil-producing industry. This would be tragic. It 
would leave this Nation in a state of dependence on sources of oil 
upon which it cannot afford to rely. 

My State has traditionally contributed much to the Nation’s supply 
of oil for defense. It has felt the impact of excessive oil imports, 
and is very much concerned with the effects of such imports on the 
oil-producing industry in Oklahoma. 

I represent a district where 18 of the 23 counties produce oil. Iam 
acutely aware of the effect of too much foreign oil on the domestic 
producing industry in my district, 

Let me review, for the committee, the magnitude of the oil-produc- 
ing industry in relation to Oklahoma’s overall State economy. Petro- 
leum, in terms of value, constitutes more than 90 percent of the mineral 
production in Oklahoma. All but 15 of her 77 counties produce oil. 
Almost two-fifths of her acreage is either productive of oil or is under 
lease. Oklahoma has produced more than $10 billion worth of oil 
and, over a period of years, has been one of the Nation’s leading oil- 
producing States. Crude oil alone brings well over a half-billion 
dollars of previously dormant wealth into use each year in Oklahoma. 
More than 42,000 workers are involved in the production phase of the 
industry alone. The State government, the schools, the o1l towns and 
villages in my State are vitally concerned with the necessity for a 
vigorous oil industry. 

Last year, excessive oil imports were injurious to the oil-producing 
industry in Oklahoma. Futher injury is threatened. This is demon- 
strated by the following facts: 

(1) Employment in Oklahoma oilfields has steadily declined. 

(2) If the present trend of large-volume oil imports continues, the 
gross production taxes in Oklahoma are expected to decline by about 
$5 million per year. This loss of income will be reflected, in turn, in a 
decline in expenditures for Oklahoma’s schools and other essential 
governmental functions. 

(3) Many enterprises which are directly and indirectly dependent 
on the Oklahoma oil-producing industry will also suffer from the 
injury resulting from excessive oil imports. 

(4) Most important, the oil reserves which have contributed so much 
to the Nation’s defense will ultimately begin to decline, unless a fair 
market outlet is assured for Oklahoma oil. Let me point out that 
Oklahoma’s proved reserves of oil are higher than they have ever been. 
Note this, however! Oklahoma produced 14,500,000 less barrels of 
oil in the first ten months of 1954 than she did in the first 10 months 
of 1953. Thus, despite her record reserves, Oklahoma’s oil production 
has declined. Despite her ability to produce more oil, she has pro- 
duced less, The effect of this will cause a decrease in exploratory 
drilling, and this, in turn, would ultimately result in a decline in 
Oklahoma’s oil reserves. 

These are facts which are significant to our national defense. 
Oklahoma’s oil has helped power the Nation to victory through pre- 
vious periods of emergency It can do so again if given a chance. 

Oklahoma’s oil is reliable. It is moved by underground pipeline, 
not by oceangoing tankers. Oklahoma oil is not ai te to the con- 
trol of some faraway monarch or dictator, nor is it produced by a few 
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large companies. It is produced by thousands of Oklahoma oil! pro- 
ducers and it employs thousands of Sooner citizens. It can be imme- 
diately accessible to the Nation’s use. All we need to do is to assure 
the incentives to find it. 

Therefore, I submit to the committee that adequate domestic oil 
production should be assured in any extension of the Trade Agree- 
ments Act and that adequate production for the future cannot be 
assured unless immediate restraints are placed on the importation of 
foreign oil. 

I urge the committee to amend H. R. 1 so as to provide that imports 
of crude oil and its products shall not exceed 10 percent of domestic 
demand and that residual-oil imports shall not exceed 10 percent of 
the residual oil consumed in the United States. I shall support legis- 
lation to that effect and I shall urge all of my colleagues to do like- 
wise. I also urge the committee to consider the formulation and 
extension of such an amendment to cover other strategic materials 
which it may consider to be vital to the national security. 

It is not inconsistent with free trade to assure an adequate emer- 
gency domestic supply of the materials which are absolutely essential 
to victory in time of war. Inasmuch as general provisions are existent 
in present law which suggest this, and inasmuch as specific provisions 
to accomplish this are lacking, I urge that the committee adopt such 
specific provisions as are necessary to protect the defense. I believe 
that this is of paramount national interest. 

I thank the committee again for its kindness in allowing me to 
appear at this time and shall be glad to supplement this testimony in 
any way the committee deems desirable. Thank you. 

The Cuarmrman. Does that complete your statement, Mr. Wicker- 
sham ? 

Mr. WickersHam. Yes, sir. 

The CuarrMan. We thank you for your appearance and for the 
information you have given the committee. Are there any questions? 
Mr. Ikard, of Texas, will inquire. 

Mr. Ixarp. Mr. Wickersham, you have a lot of independent oil 
producers in your area, do you not 

Mr. WickersHam. Yes, sir. 

Mr. Ixarp. Our districts join, and I think I am familiar with your 
situation. Those independents are the ones that are getting hurt. 
The small-business men of the oil industry are the ones that are get- 
ting hurt by imports, are they not ? 

Mr. WickersHam. That is true in your district and mine particu- 
larly, because my district lies immediately north of yours and most of 
it is independent production. 

Mr. Ixarp. Thank you. 

The Cuarrman. Mr. Reed, of New York, will inquire. 

Mr. Reep. Do you have any other industries that are affected by 
foreign imports? 

Mr. Wickersuam. Not in western Oklahoma. We do in the north- 
east, in the Picher-Eagle district, which is in Mr. Edmondson’s dis- 
trict, not in mine. 

Mr. Reep. Thank you. 

The Carman. Mr. Jenkins, of Ohio, will inquire. 

Mr. Jenkins. You mention a decrease in exploratory drilling. It 
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is true, is it not, that the oil business is a continuing business and the 
oil people must apparently keep their scouts out in exploratory posi- 
tions albthe time preparing for the time when wells get dry, and so on, 
so they will have some other place to go. In other words, it is a 
growing, continuous business. 

Mr. WickersHAM. Yes; that is true, and also they have to build 
about 10 dry wells to get 1 good one. Furthermore if the oil does 
not flow at a certain rate, the salt water may come in and destroy the 
value of that well. 

Mr. Jenkins. The point I make is that the oil business is a real 
business. It is not just taking oil out of the ground, it is getting ready 
for it, and that is expensive and you have to be smart and intelligent. 
zo have to have men on your payrolls who know what they are 

oing. 

Mr. WickersHamM. That is true. 

The Cuarrman. We thank you for your appearance and the infor- 
mation you have given the committee. 

The next witness is Hon. Halph Harvey, of Indiana. Come for- 
ward, sir. We know you very pleasantly, Mr. Harvey, but would you 
please follow the usual custom and give your name, address, and the 
capacity in which you appear, for the record? 


STATEMENT OF HON. RALPH HARVEY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF INDIANA 


Mr. Harvey. Thank you. Mr. Chairman and members of the 
House Committee on Ways and Means, I am Ralph Harvey, and I 
am appearing before you as the Representative of the 10th Indiana 
District. More particularly am I appearing in behalf of one of the 
oldest and an important industry within my district. It is the lawn- 
mower industry which is being seriously injured by foreign competi- 
tion and which, if not given more protection, may be forced to discon- 
tinue its operations. 

Before the advent of the power lawn mower, approximately three- 
fourths of the lawn mowers sold in this country were made in Rich- 
mond, the second largest city within my district. At least 2 of these 
manufacturers have ‘had a 75-year history in this town; they have 
had a very excellent record of stability of employment. 

At frequent intervals during the past few years, while it has been 
my privilege to serve as their representative, these manufacturers have 
impressed upon me the growing urgency of their problem. Citizens of 
Richmond, too, have asked me to help them for these industries have 
meant much to the well-being of the economic life of the city. 

With your permission, I would present some comparative figures 
submitted by the industry which will show conclusively the need for 
greater tariff, not a lower one. 

I am going to quote from a letter that was sent me by Mr. McGuire, 
of the Dille & McGuire Manufacturing Co., Richmond. It is ad- 
dressed to me and is dated January 31 of this year. Mr. McGuire says: 

The information enclosed herewith will apply more or less to other manufac- 
turers on the overall picture regarding English competition on hand lawn mowers. 

We are enclosing herewith all pertinent data available at this time showing 
comparison between the costs of the leading English manufacturer compared to 


Dille & McGuire comparative models of hand lawn mowers, delivered to New 
York City. 
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We are also enclosing the latest quotation on the Qualcast-Folbate line of 
English mowers as distributed by their United States agent. These prices issued 
August 1954 for the spring season of 1955. 

English manufacturers’ prices were considerably lower than American manu- 
facturers before the devaluation of the English pound, and since then they have 
had considerably lower prices, delivered to American seaports, duty paid. 

With steadily increasing labor and material costs faced by American manu- 
facturers, the sale of English mowers is increasing steadily, which means greatly 
reduced volume for lawnmower manufacturers in this country, and at the 
present time our company is employing approximately one-half as many em- 
ployees as before the English pound was devaluated, due to the inroads the 
English mowers have made in our sales. Other American manufacturers have 
experienced the same condition. 

On the attached quotation on English mowers, four models are listed. As we do 
not manufacture a model comparative to their A9, we have not included same. 
We are giving a comparison of our models as compared with the English models 
Al, 14-inch cut; Al, 16-inch cut; and Z, 16-inch cut. 

On the Dille & McGuire models we have figured the net cost to distributors, 
delivered in New York City, including carload or truckload freight to New 
York, minus freight allowances. The differential will be even greater in favor 
of the English if shipments are made in less-than-carload or less-than-truck load 
lots. 


Delivered Free on ‘ 
to New dock, duty — ” 
York paid 


D. & M. terrace special, 14-inch cut-_ $9. 29 | English Al 14-inch cut 

D. & M. terrace special, 16-inch cut __- 9.56 | English Al 16-inch cut__ | 

D. & M. grass groomer, 16-inch cut-_-_. 14.32 | English Z 16-inch cut_-_---___! 
| 





The present duty of 30 percent on English mowers is not adequate to protect 
American manufacturers, and we sincerely trust some action may be taken to 
increase this duty to further protect American manufacturers of hand lawn 
mowers. 


That is signed “W. S. McGuire,” and there is enclosed here a state- 
ment from a New York jobber which does set forth quite clearly the 
status of his business as a jobber of English-made mowers, and one 
of the rather pertinent statements here, which I thought might be of 
interest to you is this, and he said: 


We are entering our seventh season in the American market, and we are happy 
to say that as the years roll by, our clientele grows and is now comprised of the 
oldest, finest, and largest jobbers and distributors in the country. 


Thank you. 

The Cuairman. Does that complete your statement, Mr. Harvey ? 

Mr. Harvey. That is right. 

The Cuarman. Without objection, all of those statements may be 
included in the record. 

(The statements referred to follow :) 


DILLE & McGuIrRE MANUFACTURING Co., 
Richmond, Ind., January 31, 1955. 
Hon. Ratpo Harvry, 
House Office Building, Washington, D. C. 


My Dear ConcrissMAN: The information enclosed herewith will apply more 
or less to other manufacturers on the overall picture regarding English competi- 
tion on hand lawn mowers. 

We are enclosing herewith all pertinent data available at this time showing 
comparison between the costs of the leading English manufacturer compared to 
aaa comparative models of hand lawn mowers, delivered to New 

or y. 


We are also enclosing the latest quotation on the Qualcast-Folbate line of 





TRADE AGREEMENTS EXTENSION 


English mowers as distributed by their United States agent. These prices issued 
August 1954 for the spring season of 1955. 

English manufacturers’ prices were considerably lower than American manu- 
facturers, before the devaluation of the English pound, and since then they have 
had considerably lower prices, delivered to American seaports duty paid. 

With steadily increasing labor and material costs faced by American manu- 
facturers, the sale of English mowers is increasing steadily, which means greatly 
reduced volume for lawn mower manufacturers in this country, and at the present 
time our company is emplowing approximately one-half as many employees as 
before the English pound was devaluated, due to the inroads the English mowers 
have made in our sales. Other American manufacturers have experienced the 
same condition. 

On the attached quotation on English mowers, four models are listed. As we 
do not manufacture a model comparative to their A9, we have not included same. 
We are giving a comparison of our models as compared with the English models 
Al 14-inch cut, Al 16-inch cut, and Z 16-inch cut. 

On the Dille & McGuire models we have figured the net cost to distributors, 
delivered in New York City, including carload or truckload freight to New York, 
minus freight allowances. The differential will be even greater in favor of the 
English if shipments are made in less-than-carload or less-than-truckload lots. 


Delivered Free on 5 fo. 
to New dock, duty = ¥ 
York paid —_ 


D. & M. terrace special 14-inch cut $9 29 | English Al 14-inch cut 
1D, & M., terrace special 16-inch cut__--. 9.56 | English Al 16 cut 
D. & M. grass groomer 16-inch cut. -- 14.32 | English Z 16-inch eut___._--- 


The present duty of 30 percent on English mowers is not adequate to protect 
American manufacturers, and we sincerely trust some action may be taken to 
increase this duty to further protect American manufacturers of hand lawn 
mowers. 

Greatly appreciating your interest, and with kind personal regards, 

Yours very truly, 
DitteE & McGuire MANUFACTURING Co., 
W. S. McGutre. 


New York, N. Y., August 1954. 
“ENGLISH MOWERS—DISTRIBUTOR’S PROGRAM” 


We are pleased to enclose herewith distributors’ net price schedule covering 
“Folbate” and “Qualcast” English lawn mowers for the 1954-55 season. 

You will note that with these new low prices, we will again dominate the 
world market on hand mowers. The prices outlined on the attached are approxi- 
mately 20 percent below any other line on the domestic market. 

Deliveries: Shipments will be made starting early September. Invoices cover- 
ing shipments made prior to December 31, 1954, will carry extended terms, spring 
dating, as of February 1, 1955, payable March 10, 1955. 

Our distributors’ policy for the coming season will be rigid and will be strongly 
enforced, as we are, without question, the No. 1 line of mowers, not only in 
America, but throughout the entire universe. 

We are entering our seventh season in the American market, and we are happy 
to say that as the years roll by our clientele grows and is now comprised of the 
oldest, finest, and largest jobbers, and distributors in the country. 

As usual, you will be contacted by our REP who handles your account. Litera- 
ture, newspaper mats, etc., are available. As in the past, we will carry a limited 
inventory of mowers to be used by our distributors for sample purposes for their 
sales organization. 

We trust that we may be favored with your early comments and commitments. 

AL MIDDLEMAN. 


The Cuarrman. We thank you for your appearance, and the infor- 


mation given the committee. Are there any questions? Mr. Reed of 
New York will inquire. 
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Mr. Reep. I want to congratulate you on your very fine statement. 
As I understood you, this industry, the lawn-mower industry, in the 
town in pom district where it is located it is the main economic sup- 
port of that community; is that right? 

Mr. Harvey. It has been for many years. Two of the factories, as 
I said, have had a 75-year history in that community. 

Mr. Reep. There is one other point I want to bring out and that is 
that in fact all of these industries that have to ship east by rail, as I 
assume they ship your lawn mowers, are in an cational e position, 
because lawn mowers can be transported from England to the New 
York market by water cheaper than you can send your lawn mowers 
to New York City from your place; is that not right? 

Mr. Harvey. That is the information that Mr. McGuire has given 
me. 

The Cuarrman. Mr. Jenkins of Ohio will inquire. 

Mr. Jenkins. Mr. Harvey, is the production of lawn mowers car- 
ried on largely in the factory that is producing nothing but lawn 
mowers? 

Mr. Harvey. That is right. 

Mr. Jenxins. I had the impression that maybe they were produced 
by big companies like the International Harvester, which produces 
mowers of all kinds and also produces many other farm machines. 

Mr. Harvey. The historical pattern of the hand lawn mower indus- 
try has not been of that nature. 

Mr. Jenkins. Then, if that is the case, that would be a healthy little 
industry that would need encouragement because it would not be big 
enough to have offices in every State, for instance, and factories in 
cree _ In other words, the factories are al] self-dependent, are 
they not 

Mr. Harvey. That is right. 

Mr. Jenkins. And they have to be taken care of. 

Mr. Harvey. That is right. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee, Mr. Harvey. 

Next is Hon. T. James Tumulty of New Jersey. We know you very 
pleasantly, Mr. Tumulty, but for the record, will you please follow 
the usual custom of giving your name, address, and the capacity in 
which you appear? 


STATEMENT OF HON. T. JAMES TUMULTY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW JERSEY 


Mr. Tumuttry. My name is T. James Tumulty and my address is 
the city of New Jersey, county of Hudson. I am here representing 
the 14th District and for the purpose of bringing to the attention of 
the committee of how the passage of H. R. 1 will affect in particular 
the schiffli lace and embroidery business, which is located in my dis- 
trict, and which I think has a unique problem. 

The Cuarrman. You may be seated, and we are glad to have you. 
You may present your statement without interruption. 

Mr. Tumoutry. gir, I do not have a prepared statement. I have 
with me Mr. John M. Malkin, who is executive director of the Schiffli 
Lace & Embroidery Manufacturers Association of Union City, who 
sits over there, and I would like to introduce him to the committee, and 
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with him is Mr. Herman Mitler. I felt that the committee should 
hear them because of their technical knowledge of this somewhat 
unique situation, in particular with respect to the competition, which 
these gentlemen fear may destroy their business, from Japan, How- 
ever, I would like to respectfully suggest to the committee, if the 
committee would see fit, that they invite Mr. Randall of the Randall 
Commission before the committee so that questions might be put to 
him, through the committee, of course, in a proper manner at such time 
as the committee might see fit. 

In addition, I would like to point out that the main concern which 
I have, apart from the effect which this bill might have on this par- 
ticular industry in the locality which I represent, which is so heavily 
concentrated in a very small area, as you will hear, is whether or not 
the act might prove a boon to trade on the part of those nations which 
are now behind the Iron Curtain and might restore them at a time 
when, as I understand from the reports, they are suffering from eco- 
nomic difficulties. Our position, however, is not that of obstinate 
opposition, but, rather, one of constructive suggestion and, we hope 
that this committee will see fit to work out some remedy which might 
aid the particular industry and which also will safeguard our free 
Nation from competition of slave-labor nations. I thank you. 

The Cuarrman. Does that complete your statement ? 

Mr. Tumutty. Yes, sir; it does. 

The Cuarrman. We thank you for your appearance and the in- 
formation given the committee. Are there any questions? Mr. Simp- 
son of Pennsylvania will inquire. 

Mr. Srvpson. Mr. Tumulty, I perked up my ears when you sug- 
gested that the committee invite Mr. Randall to appear before the 
committee. Is it your opinion that Mr. Randall could explain the 
bill to us? 

Mr. Tumutry. Sir, as you know, I am a freshman and I feel some- 
what like a baby, and I have heard that Mr. Randall’s Commission 
reported with respect to this bill, so I think it would help me vote. 
I wanted to vote properly, and I wanted to vote for the best interests 
of our Nation. I thought if Mr. Randall, who apparently was the 
man who headed the Commission from which this bill emanated, was 
made available to the committee and questions in writing were sub- 
mitted by us freshmen members to this honorable committee, it might 
aid us in passing a vote. Otherwise, we are casting a vote in the 
dark to a great extent. 

Mr. Sumeson. It is your broad understanding that this bill is a bill 
based upon the recomméndations of the majority of the Randall 
Commission ? 

Mr. Tumutry. That was my understanding, sir. 

Mr. Srupson. Yes, Therefore, what you would like to know is 
whether the bill goes beyond or equals the recommendations of that 
Commission ? 

Mr. Tumutry. Yes, sir. Mr. Randall has a nationwide reputation 
and I think his name is persuasive, but whether or not the bill re- 
flects accurately his judgment, I honestly do not know, and it would 
help me to cast my vote intelligently and properly. 

Mr. Smuwpson. My personal opinion is that the bill goes far beyond 
the majority recommendation of the Randall Commission. I further 
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think, and agree with you, that Mr. Randall is a man who should 
come and explain to us, if it does not go beyond that point. I further 
think that he should come before this committee publicly, and not in 
secret session, and tell the American people what is in this bill, and 
tell us as to the point particularly where it goes beyond the recom- 
mendations of the majority of the Randall Commission. I commend 
you for making that suggestion. 

Mr. Tumutry. Thank you very much, sir. And I make it most 
respectfully for the purpose of knowing what to do. I do not like 
to vote on something when I do not know a great deal about it. 

Mr. Suupson. You are doing it in furtherance of your duty. 

Mr. Tumutry. Mr. Malkin and Mr. Mitler have a brief statement. 
May I ask the committee if they will be heard later on at some time 
during the day ¢ 

The Cuarrman. You are referring to Mr. John M. Malkin? 

Mr. Tumutry. Yes, sir. 

The Cuarrman. He is listed next on the calendar. 

Mr. Tumutty. Thank you. 

The CuarrmMan. We thank you for your appearance. 

Mr. Tumutry. I understand Mr. Malkin is the only one. Mr. Mit- 
ler is here for the ride. 

The Cuairman. We will be very glad to hear from him. 

We are very glad to have you, Mr. Malkin, and will you please, for 
the record, give your name, address, and the capacity in which you 
appear ¢ : 


STATEMENT OF JOHN M. MALKIN, EXECUTIVE DIRECTOR OF THE 
SCHIFFLI LACE & EMBROIDERY MANUFACTURERS ASSOCIATION 


Mr. Matxin. My name is John M. Malkin of Hackensack, N. J. 
I am executive director of the Schiffli Lace and Embroidery Manufac- 
turers Association of Union City, N. J. 

I have the honor to represent the Schiffli lace and embroidery indus- 
try of the United States. I was sent here by the 10,000 workers in 
our industry, by the 550 separate embroidery manufacturers, by the 
200 embroidery processing and service companies and by the people 
in the 9 towns in the Schiffli area. 

I am accompanied by Mr. Herman Mitler, owner of the Windsor 
Embroidery Co., of Guttenberg, N. J., and president of the Schiffli 
Lace and Embroidery Manufacturers Association. 

First. off, you may want to know the meaning of the word Schiffli. 
Our embroidery machines use a small shuttle that is shaped like the 
hull of a little boat. In the Swiss use of the German language, 
Schiffli means “little ship” and the word Schiffli is therefore applied 
to the shuttle, the machine, our lace and embroidery, our area, and to 
our industry. This is the Schiffli shuttle. You notice it looks like 
the hull of a ship and if it had a mast sticking up, it would look just 
like a little boat. That is why it is the Schiffli industry. 

We are 550 separate manufacturers of Schiffli embroidery and lace. 
Our industry is compressed into an area 6 miles long and 1 mile wide 
in the northern part of Hudson County and the southern part of 
Bergen County, N. J., known as the Schiffli area, which is rather 
unique. 
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The New Jersey entrance to the Lincoln Tunnel is in the Schifili 
area. While the Schiffli area is composed of 9 towns, most of them 
tiny, we are less than 5 minutes from the gigantic women’s apparel 
industry in New York City. 

Our industry came into being shortly before the turn of the cen- 
tury. The basic ethnic group is Swiss and German. It is an out- 
growth of the embroidery industries of St. Gall in Switzerland, 
Plauen in Germany, and \ civusfls in Austria. 

There is a very good reason why our industry is so highly con- 
centrated. Our manufacturers must be close to the two machinery 
companies in the embroidery field for replacement parts and mechani- 
cal maintenance. In addition, changes in the location of our ma- 
chines are almost negligible because they weight more than 8 tons 
each and are very delicately balanced. A movement of a Schiffli 
embroidery machine of even a mile costs thousands of dollars; to be 
exact, about $6,000. 

Our embroidery machines were imported from Germany and 
Switzerland. There are about 1,175 machines in the Schiffli area out 
of a total of about 1,225 in the country. Last year the first American- 
made embroidery machines were produced by Robert Reiner, Inc., of 
Weehawken, N. J., and 15 have been sold and are in use today. 

Schiffli lace and embroidery is extensively used in the clothing in- 
dustry for gowns, dresses, underwear, shoes, hats, blouses, handker- 
chiefs, gloves, baby clothes, handbags, and coats and in the home 
furnishings industry for bedspreads, sheets, curtains, drapes, table- 
cloths, scarfs, and lampshades. During the war, a large portion of 
our industry was engaged in the manufacture of embroidered 
shoulder patches and insignia for the Armed Forces. I am sure 
you gentlemen remember the patches the soldiers wore on their 
shoulders here, and the chevrons. 

There is still a very small amount of military emblem work. A 
few of our 1,175 machines are engaged in the manufacture of em- 
broidered cloth emblems for industrial uniforms. I am sure you re- 
member seeing the gas station attendants here advertising the fact he 
works for a certain concern. Our principal outlet, however, is in the 
women’s apparel field. 

In addition to 550 separate firms engaged in the manufacture of 
embroidery in our area we have almost 200 individual processin 
plants engaged in dyeing, bleaching, finishing, cutting, and supply o 
embroidery threat and basic fabric. These if 50 plants are located in 
specially designed buildings because of the unique sizes and shapes 
of the machines used. 

We are primarily concerned with the American domestic market. 
We sell to Canada, and we sell to South America, but we are primarily 
concerned with the American domestic market. It is our job to hel 
make the American women more beautiful and we take our job 
seriously. Our present sales volume is somewhere between $65 and $75 
million per year. We are capable of doing a volume of $100 million 
a year. We have high points and low points in our business volume. 
Right now we are going through a comparatively low point. We use 
style promotion to maintain the darsenl for embroidery. 

Our industry employs 10,000 men and women who live as well a3 
work in the Schiffli area. Our pay scale runs from $1 per hour for 
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a raw learner to as high as $2 per hour for experienced workers. 
Designers and pattern punchers are paid between ten and fifteen 
thousand dollars a year. Our Sr are well paid and happy. 
Our labor costs are approximately 60 percent of our total costs. 
There is a labor union in our industry that has a contractual rela- 
tionship with approximately 35 percent of our manufacturing firms. 

The other embroidery producing countries pay amounts varying 
from 19 cents per hour for the best embroidery labor in Japan to a 
top of 57 cents per hour in Switzerland. Others pay amounts be- 
tween 19 and 57 cents per hour for their best workers. Family shops, 
child labor, cottage labor (homework) and 24 hour per day produc- 
tion result in even lower foreign labor costs. In addition to low 
labor costs in foreign countries, they have the added advantage of 
lower cost of raw materials because the principal price ingredient in 
the cost of raw materials is also labor. 

We fear that the tariffs on our products may be lowered if H. R. 
1 is passed. They now run from 60 percent to 20 percent and are 
not really sufficient to give us complete protection. 

Our domestic embroidery industry produces high quality em- 
broidery in the most efficient manner possible. It must be noted, 
however, that American mass production methods cannot possibly 
make up for the labor cost differential. Our embroidery machines are 
exactly the same as are used in Japan and Europe and can produce no 
faster in Union City, N. J., than they can in Japan or in Germany, 
Austria, Switzerland, France or Italy. 

Our domestic embroidery manufacturers compete closely with each 
other on prices. We also compete with hand embroidery from sub- 
standard areas in the world and with schiffli imports from Japan 
and Europe. Our market is sensitive and a 10 percent increase in 
foreign imports could depress our market prices enough to cause 
prices of American-made embroidery to drop below cost. If that oc- 
curs there will be many cases of factories closing and widespread un- 
employment would result in our industry and in many, many other 
industries in the schiffli area that are dependent upon the buying power 
of our 10,000 employees. 

We are the largest employing group in our area. We are such an 
integral part of the economic structure of northern New Jersey that 
general business conditions fluctuate in accordance with business in 
the embroidery industry. There is a strong link in the economy of 
our area. In other geographical locations you find empty lots and 
open spaces between towns. But in the schiffli area you find one 
town after another and it is only the native who knows where one 
town ends and the next one begins, and sometimes even he is not sure. 

It would be impossible for the communities in the schiffli area to 
fill the void of the 750 separate firms and the 750 specially designed 
buildings. If the American embroidery industry were cut down or 
cut out by foreign imports the towns of West New York—these are 
all in New Jersey—Union City, North Bergen, Guttenberg, Weehaw- 
ken, Cliffside Park, Fairview, and Secaucus might become ghost 
towns. 

If the embroidery industry in the schiffli area began to wither on 
the vine, there wouldn’t be enough people available to man the gov- 
ernment and municipal offices to handle the unemployment claims and 
to administer the relief rolls in our communities. 
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Any kind of Federal assistance contemplated for readjustment and 
relief of our employees, our communities, and our industries, how- 
ever well intentioned, would be ineffective because new firms could not 
move into the 750 separate buildings in the schiffli area to make it 
possible to give employment. to one panpls. No Federal help could 
give us 750 new firms in a 6 square-mile area. 

We are a completely American industry. We pay millions of dol- 
lars a year for our American labor, buy millions of yards of American- 
made embroidery thread and fabric and pay millions of dollars for 
our industry services and supplies. We pay millions of dollars in 
municipal, county, State and Federal taxes, and we want to continue to 
do so. 

Gentlemen, we are only.a tiny industry in a tiny part of one of the 
smallest States in the country. But it is the whole world to us. We 
can sympathize with the theory of helping Japan and Europe but 
what about the schiffli area and the schiffli industry? Will the Gov- 
ernment give our 10,000 people permanent civil-service jobs? Will 
the Government pay us for our $100 million worth of machinery and 
equipment? Once we start to sink, we will go down overnight. No 
escape clause, no Federal assistance will bring us back to life. Our 
industry is different from other industries that are composed of a 
few giants. We have 750 plants, and these people cannot hold out 
long enough to take advantage of escape clauses and make requests for 
Federal assistance. Once one of them goes bankrupt, the price level 
will be depressed so badly that we will be working below cost. 

Attached as exhibit A to this statement is a resolution passed by the 
mayors of the nine communities in the Schiffli area last May when they 
unsolicitedly held a public meeting to demonstrate the seriousness of 
the danger to their communities and to the whole north Jersey area 
in the event of a reduction in the tariffs on laces and embroideries and 
a subsequent increase in low labor cost imports of foreign lace and 
embroidery. This resolution was readopted January 25, 1955, and 
is again presented to this committee and to Congress I submit this 
resolution at the request of our nine mayors. 

(The exhibit referred to follows :) 


Exursir A 


RESOLUTION ADOPTED AT A PARLEY OF THE MAYors OF CLIFFSIDE PARK, FAIRVIEW, 
GUTTENBERG, JERSEY OITy, NortH BrErcGeN, Secaucus, Union Crry, WEeE- 
HAWKEN, AND WEsT NEw YorK HELD AT THE Swiss TOWNHOUSE IN UNION 
Crry, N. J., on MAy 20, 1954, AND READOPTED JANUARY 25, 1955, aT CONFERENCE 
IN THE SCHIFFLI LACE AND EMBROIDERY MANUFACTURERS ASSOCIATION, 512 23p 
Street, Union Crry, N. J. 


Whereas there are 550 firms engaged in the manufacture of schiffli lace and 
embroidery in Hudson and Bergen Counties in New Jersey, comprising 92 percent 
of the schiffli lace and embroidery industry in the United States, which firms with 
their allied processing trades also located here employ more than 10,000 citizens 
of New Jersey; and 

Whereas schiffli lace and embroidery is extensively used in the clothing indus- 
try for gowns, dresses, underwear, shoes, hats, blouses, handkerchiefs, gloves, 
baby clothes, handbags, and coats and in the home-furnishings industry for bed- 
spreads, sheets, curtains, drapes, tablecloths, and scarfs; and 

Whereas the schiffli lace and embroidery industry is vulnerable to import 
competition from Japan and Burope; and 

Whereas the menace of such imports lies principally in the foreign competitive 
advantages derived from low wages prevailing abroad: Therefore be it 
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Resolved, That the Congress of the United States is respectfully petitioned 
and memorialized to safeguard this industry so vital to the economy of northern 
New Jersey by maintaining the present tariff levels on lace and embroidery. 


Mayor Francis J. Murphy, of Cliffside Park; Mayor Louis Battaglia, 
of Fairview; Mayor Herman G. Klein, of Guttenberg; Mayor 
Bernard J. Berry, of Jersey City; Mayor John J. Roe, of North 
Bergen; Mayor John J. Kane, of Secaucus; Mayor Harry J. 
Thourot, of Union City ; Mayor Charles F. Krause, of Weehawken ; 
Mayor John E. Otis, of West New York. 


Attached as exhibit B is a copy of a resolution introduced into the 
New Jersey Legislature by Assemblyman Maurice V. Brady, memori- 
alizing Congress to maintain and safeguard the protective tariff on 
laces and embroideries. 


(The exhibit referred to follows:) 


Exursit B 


RESOLUTION INTRODUCED INTO THE New JERSEY LEGISLATURE BY HON. Maurice 
V. Brapy, ASSEMBLYMAN From Hupson Country, on May 17, 1954 


Whereas the increased importation of lace and embroidery products that come 
into competition with the output of factories of Hudson County, N. J., replacing 
the products of Hudson County’s lace and embroidery industry, is a constant 
menace to the State’s continuing economic stability ; and 

Whereas the lower wages paid abroad make it impossible for many of our 
smaller and medium-sized producers of lace and embroidery products to compete 
with imports without resorting to ruinous price-cutting, which in turn would 
result either in financial losses or heavy pressure for wage reductions and out- 
right unemployment ; and 

Whereas, under proposed legislation, the President, on recommendation of the 
Tariff Commission, controlled by the President, would be able to reduce tariffs 
on imports from Japan down to 50 percent of what they were on January 1, 1945, 
or by one-third for any years of the 3-year period that this measure would cover, 
many tariffs would be cut by 5 percent for each of the 3 years; and 

Whereas, if the tariff on lace and embroidery products is lowered, then em- 
broidery shops in Japan, Austria, Switzerland, and Germany could capture the 
American embroidery market by utilizing cheaper labor and underselling Hudson 
County ; and 

Whereas our national obligations have reached such extreme proportions that 
the national income must be maintained at its present unprecedented high level, 
or close thereto, lest we become insolvent; and 

Whereas pressure that comes from imports of lace and embroidery products 
will render the upholding of the local economy at its high levels most uncertain 
and difficult, unless all import trade it placed on a fair competitive basis and the 
potential injury therefrom thus contained ; and 

Whereas a maximum of such trade results from a prosperous domestic economy 
freed from the threat of a breakdown resulting from unfair import competition: 
Therefore be it 

Resolved, That the General Assembly of the State of New Jersey hereby 
memorialize the Congress of the United States that adequate safeguards be 
provided in tariff and trade legislation against the destruction or lowering of 
our American standard of living, the labor standard of our workmen, and the 
stability of our economy by unfair import competition of foreign lace and em- 
broidery ; and be it further 

Resolved, That copies of this resolution be transmitted to the President of the 
United States, the Vice President of the United States, the Secretary of State, the 
Secreary of Commerce, the Secretary of Labor, the Secretary of Agriculture, the 
Chairman of the United States Tariff Commission, the Speaker of the House of 
Representatives, and each Senator and Representative from New Jersey in the 
Congress of the United States. 


Attached as exhibit C is a copy of an editorial printed in the Hudson 
Dispatch of May 19, 1954, speaking out against the danger to northern 
New Jersey’s economy in the event of an increase in low-labor-cost 
lace and embroidery imports. The Hudson Dispatch is a daily news- 


57600—55—pt. 2——31 
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paper circulated in the northern part of Hudson County and southern 
part of Bergen County, N. J., and its circulation is 55,000. This edi- 
torial is submitted to show the concern of our local officials and of 
our local press and of the citizens in our area. 

(The exhibit referred to follows:) 


[Lead editorial reprinted from Hudson Dispatch, of Wednesday, May 19, 1954] 
Exuisit C 


Don’t Kitt Norto Hupson INDUSTRY 


North Hudson faces a grave peril. 

Because its greatest industry—embroidery and lace manufacturing—is in 
danger of having to compete with the low-wage products that Eisenhower admin- 
istration wants to bring in from Japan at greatly reduced tariffs. 

The Kean bill, which is the Eisenhower administration's effort at promoting 
internationalism at the price of throwing out of work highly paid American 
workmen, will be fought bitterly in the House of Representatives. A meeting 
has been called by representatives of the embroidery industry for tomorrow 
in Union City to organize a fight against this threat to north Hudson’s principal 
product. 

Under the Kean bill, the President, on recommendation of the Tariff Com- 
mission, controlled by the President, would be able to reduce tariffs on imports 
from Japan down to 50 percent of what they were on January 1, 1945, or by 
one-third for any years of the 3-year period that this internationalists’ measure 
would cover. Automatically many tariffs would be mandatorially cut by 5 
percent for each of the 3 years. 

The proposed law would apply to other goods, but north Hudson is principally 
interested in its effect on the embroidery industry, for here in north Hudson and 
east Bergen is the greatest center for such manufacture in the whole world. 
Even the well-known Swiss embroidery industry takes second place to ours. 
But Japan is the most feared competitor because of the cheap standard of living 
in that country that begets cheap labor, which earns, in Japan, as low as 19 
cents an hour and, in Switzerland, up to 57 cents. When these wages are com- 
pared with the average of about $1.76 paid for skilled workers in the north 
Hudson emboidery industry, it is plain that steep cuts in the import tariffs 
might ruin the American trade. 

There are some 550 large and small embroidery and lace manufacturing plants 
concentrated in the north Hudson-east Bergen County area. In addition, there 
are approximately 200 bleaching, dyeing, finishing, and other processing shops. 

Mayor John E. Otis, of West New York, realizing the seriousness of this low- 
tariff threat against north Hudson's $75 million industry, has accepted the 
chairmanship of the committee of officials on which will be all the mayors of 
the municipalities in which the industry is located in this section of the State. 

Congressman Edward J. Hart has pledged that he will fight the Kean bill, 
sae has the support of President Eisenhower and therefore may be hard to 

at. 

Attached as exhibit D is a copy of a similar editorial entitled 
“Schiffli and Tariff” printed in the Jersey Journal of May 19, 1954. 
The Jersey Journal isa daily newspaper circulated in Hudson County, 
N. J., and its circulation is 100,000. 


(The exhibit referred to follows :) 
[Lead editorial reprinted from the Jersey Journal of Wednesday, May 19, 1954} 
cxHinit D 
ScHIFFLI AND TARIFF 


One of the world’s greatest centers of the embroidery industry is in Hudson 
County—particularly in north Hudson. In small buildings, converted garages, 
spaces which were once the “family entrance” back rooms of saloons, and 
many other industrial nooks and crannies, schiffli machines make lace and 
embroidery. 
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It is that kind of industry ; a great many small operations. It is concentrated 
because the men and women with the necessary know-how are concentrated in 
North Bergen, Union City, West New York, and the surrounding communities. 
The industry estimates its working and dependent population at 10,000 families. 

Right now it is faced with a problem in—of all things—tariffs. The tariff 
on embroidery is due for reconsideration. If it is lowered, then embroidery shops 
in Japan and Italy and Germany could capture the American embroidery market 
by utilizing cheaper labor and underselling Hudson County. 

Of course, as with taxes, everyone says of tariffs: “Do it to the other fellow 
but not me.” . 

Hudson County will have to offer a better argument than that if it expects 
this quiet but important industry to survive. Hudson County can offer better 
arguments. In fact, the mayors of the various Hudson communities, the 
Hudson Congressmen and civic leaders will meet tomorrow in Union City to 
outline such arguments. 

There are two good reasons which will be advanced almost certainly: 

1. If the embroidery industry is closed down by adverse tariff rulings, nothing 
ean replace it. What else could be made in those little shops? It is not like 
substituting tractor manufacture for railroad car manufacture in a big plant. 
The embroidery factories would be lost to production, they would decline as 
real-estate tax ratables, their people would have to be scattered to other in- 
dustries to be retrained, if reemployed at all. 

Would this do our friends abroad any good? Probably not as much good 
as it would do us harm. Thus, in an effort to create trade (to replace aid) 
we would be injuring ourselves for more than the benefits abroad could warrant. 

2. If the embroidery industry is not closed down, it will be no great blow to 
the people abroad whom we want to help in a practical way by developing trade 
with them. They are not now dependent upon the industry; they cannot lose 
what they do not have. 

Hudson County’s world-famous schiffli industry has good reasons why it 
should survive. It is not asking favors nor asking for survival solely on a 
patriotic basis. Sound tariff policy can keep our embroidery industry going 
without hurting the people of Europe and Asia whom we wish to help. 


Attached as exhibit E is a clipping from the front page of the 
Hudson Dispatch of May 21, 1954, which describes in detail the mayors 
parley of May 20, called by the mayors in the Schiffli area to discuss 
the embroidery tariff problem at which Congressman Hart and other 
State and Federal officials were present. The clipping is attached only 
to the original copy of this statement. 

(The exhibit referred to follows :) 


[Article from Hudson Dispatch, Union City, N. J., May 21, 1954] 


Mayors AGATNst EmpBrormery Tarirr CuT—WILL PETITION CoNGRESS KEEP 
PRESENT Dutres—Hart Atps CAUSE—MANUFACTURERS CITE JAPAN THREAT TO 
Hupson, BerGeEN—FEAR BANKRUPTCY, SLASH IN WAGES 





Schiffi Lace and Embroidery Manufacturers’ Association, fearful of an eco- 
nomic downfall because of projected low tariffs, was given some encouragement 
yesterday afternoon by Hudson and Bergen County mayors who unanimously 
adopted a resolution petitioning Congress to maintain the present duties on lace 
and embroidery. 

The plight of the industry’s 10,000 Hudson and Bergen workers who would 
stand to lose their jobs within a month after the proposed tariff slash would 
go into effect, was further boosted by Congressman Edward J. Hart. The vet- 
eran representative, who will retire at the end of the year, told the mayors and 
directors of the association that he believed that Congress would adjourn the 
— session before acting on President Eisenhower’s proposal to slash import 
tariffs. 

The President has asked Congress for a 3-year renewal of the Reciprocal Trade 
Agreements Act which expires on June 12. The Nation’s Chief Executive has 
also asked for the authority to cut tariffs from 5 percent to as much as 50 percent, 
depending upon the product, over the 3-year period. 

Executives of Schiffli Association called on the mayors of Hudson and Bergen 
2 weeks ago after more than 550 embroidery plant owners in the local area called 
for assistance. 
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Mayor John B. Otis was called upon by Herman Mitler, president of Schiffli 
Association and John M, Malkin, executive director of the group. The West New 
York major quickly called upon 8 other mayors of the 2 counties to yesterday’s 
panel discussion at Swiss Town House, Hudson avenue, Union City. 

Congressman Hart also accepted the invitation to the session and announced 
later he would personally present the mayors’ resolution to Congressman Robert 
W. Kean, a member of the House Ways and Means Committee, which has already 
introduced President Eisenhower’s proposal to slash the taxes. 

Hart told the capacity gathering, “This situation has many complications and 
different aspects, but it is my belief that Congress will adjourn before taking any 
action on the proposal. There are too many bills pending, including two foreign- 
aid bills which must be acted upon before Congress adjourns, probably before 
the middle of July.’ 

The association contends that if the tariffs on lace and embroidery are further 
reduced, it will first mean an immediate large cut in wages in an attempt to 
meet the competition from abroad. In a month, the machines would be idle 
because such competition could not be met with the tremendous cut in wages, 
the group claims. 

Mitler, owner of Windsor Embroidery Co., Inc., of Guttenberg, said, “As presi- 
dent of the Schiffli group I want to point out that we are an industry which 
employs upwards of 10,000 persons living in Hudson and Bergen Counties. The 
employees of our industry, with their families, embrace a total of nearly 30,000 
persons who very much depend on the economic conditions of our industry. 

“We are not a new industry. We have located principally for the past 50 
years in what is now known as Hudson and Bergen Counties and we are con- 
sidered an important part of the economic structure in the State of New Jersey. 

“We have a great enemy which threatens to attack us like a giant octopus and 
that is Japan. That country at the present time has close to 200 of the finest 
embroidery machines ever built and with the low cost of labor and raw materials 
produced by them, operating on a 24-hour basis, would give them a potential 
production of more than 500 embroidery machines. 

“If the tariffs on lace and embroidery are cut again it will mean that we will 
be flooded with cheap labor imports. Since 60 percent of our costs are. labor, 
the first thing we would do would be to slash wages. But no matter how much 
we cut them we could never compete with the import trade. The result would 
mean bankruptcy in a month.” 

Mayor Otis, who served as toastmaster before turning over the meeting to the 
association, said, “I speak for myself and I believe for the other 8 mayors in 
saying that the tariff should not be cut.” 

The representative said that he was aware of the many problems that the 
embroidery workers have confronting them. He stated that he would immediately 
present the mayors’ resolution to the House Ways and Means Committee when 
he returns to Washington. 

Part of the mayors’ resolution reads : “Whereas the Schiffli lace and embroidery 
industry is vulnerable to import competition from Japan and Europe; whereas, 
the menace of such imports lies principally in the foreign competitive advan- 
tages derived from low wages prevailing abroad; therefore be it Resolved, That 
the Congress of the United States is respectfully petitioned and memorialized 
to safeguard this industry so vital to the economy of northern New Jersey by 
maintaining the present tariff levels on lace and embroidery.” 


MAYORS SIGN RESOLUTION 


Mayors who signed the resolution were: Otis, Francis J. Murphy of Cliffside 
Park, Louis Battaglia of Fairview, Herman G. Klein of Guttenberg, Bernard 
Berry of Jersey City, John J. Roe of North Bergen, John J. Kane of Secaucus, 
Harry J. Thourot of Union City, and Charles F. Krause of Weehawken. 

It marked the first time in a score of years that mayors consolidated to inter- 
cede on behalf of an industry. 

Cornelius Gallagher, secretary of Congressman Alfred Sieminski, also attended 
the session. Gallagher said that he would make a full report to Sieminski on 
the proceedings for action. 

Other speakers representing the embroidery industry who urged Congressman 
Hart to intercede on their behalf were: Joseph Weisberg of the Yarn Dealers 
Association; Jacob Goldberg of Thread Cutters Association; Joseph F. Wilde- 
bush, vice president of Industrial Relations of Silk and Rayon Printers and 
Dyers Association of America; Robert Alter, representing Lace and Embroidery 
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Salesmen Association; Edward Zuber, Designers’ Association, and John Stalder 
of the Punchers’ Association. 

Andrew Siedel of Hudson Trust Co. also spoke on the industry’s behalf and 
voiced approval of the group’s action. 

Also present were Commissioner William V. Musto of Union City; Commis- 
sioner Patrick A. Sullivan of North Bergen; Robert Reiner of Weehawken, whose 
firm is the largest producer of embroidery machines in the country; Councilman 
George Vavricke of Guttenberg, representing Mayor Klein; William J. Kileen, 
secretary to Mayor Bernard J. Berry, and Arthur R. Post, a member of State 
commerce and conservation department, who represented Gov. Robert B. Meyner. 

Malkin, who is acting as liaison between the mayors and the embroidery work- 
ers, asserted: “In 1934, Congress passed the Trade Agreements Act which per- 
mitted the State Department to open the door to unlimited imports. 

“The result is that we have industries badly hurt and other industries like 
the Schiffli lace and embroidery that may fall if there is any further lowering of 
their tariffs. 

COMPARE WAGES 


“The average rate of pay for a skilled factory worker in the United States 
is $1.76 per hour in comparison to 19 cents in Japan. There is such a large 
disparity between the United States textile wages and those of Japan and Europe 
that no degree of United States efficiency could possibly offset it. 

“More than 300,000 American workers are jobless today because of import 
competition and unemployment due to accelerating imports. Our prayer is for 
Congress to let the Trade Agreements Act expire on June 12 so that there can 
be no further lowering of taxes on lace and industry. If Congress sees fit to 
extend the Trade Agreements Act, we then pray that no action will be taken 
to lower the tariff on lace and embroidery,” he concluded. 

Congressman Hart said: “The President’s proposal to lower the tariff has 
already gained the backing of Walter Reuther, president of the CIO, and George 
Meany, head of the AFL. The proposal has even been endorsed by the American 
Bankers Association.” 

The CHatrman. All those exhibits are included in the record. 

Mr. Mauxin. We respectfully request that this committee and the 
House of Representatives carefully consider our plight and we earn- 
estly urge that our tariff protection not be reduced on imports of 
Schiffli lace and embroidery or on any lace or trimming or “fancy” 
that might be substituted for our product in order that our 10,000 em- 
ployees may continue to work and support their families, in order 
that our industry may survive and in order that the economy of north- 
ern New Jersey may remain healthy and sound. 

The CHarrmaNn. Does that complete your statement, Mr. Malkin? 

Mr. Makin. Yes, sir. 

The Cuatrman. We thank you for your appearance and the infor- 
mation given the committee. Are there any questions ? 

Mr. Eberharter, of Pennsylvania, will inquire. 

Mr. Epernarter. Mr. Chairman, I just wanted to call attention 
to the fact that exhibit B, a copy of the resolution introduced into 
the New Jersey Legislature on May 17, 1954, is merely a copy of an 
introduced resolution which has not been passed by the New Jersey 
Legislature, and they have been in session. More than a year has 

assed. I just say that so the record is straight, Mr. Chairman. 

at is all. 

The CHarrman. Are there any further questions? Mr. Reed of 
New York will inquire. 

Mr. Reep. How much child labor do you employ ? 

Mr. Matxin. We employ no child labor, sir. 

Mr. Reep. I thought that was true. The reason I asked the ques- 
tion is, I have been in some portions of Europe where I have seen 
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hundreds of little children whose feet would not touch the floor 
sitting in an ordinary chair with hands going like lightning, working 
long hours, to compete with your people in New Jersey. I would like 
to ask this question: What do you estimate is the percentage of 
imports of lace of the kind you are interested in, or of your 
production ? 

Mr. Mavxin. That is a very difficult question to answer, sir. Let 
me take Switzerland. As far as our exact product, the products 
made on our machines that are exactly point for point the same, 
Switzerland now does import to the United States in excess of $5 
million a year. That is only $5 million a year. However, the United 
States is the highest paying country to Switzerland for her embroidery 
and in the event our import tariffs were lowered at all, Switzerland 
would be very happy to deal with us. I remember reading a state- 
ment from the executive secretary of their embroidery association 
where he said, “Well, now, inasmuch as the watch-movement tariff 
has gone up a little bit, we are going to put some pressure on and 
see if they can’t drop the embroidery tariffs.’ 

Mr. Reep. How much of the lace you produce is exported ? 

Mr. Maxi. A small amount to Canada and South America, and 
increasingly becoming smaller.. I do not have any statistics on that. 

Mr. Reep. To the best information I have, I think it is about 6 
percent. Is it not true that you cannot compete in foreign markets 
with the Swiss and other foreign producers ? 

Mr. Matxrn. We cannot compete with foreign producers. 

Mr. Reep. That you are sure of? 

Mr. Matxrn. Yes, sir. 

Mr. Reep. Thank you, very much. 

Mr. Marxrn. I would like to tell you this, sir: This $5 million 
figure I mentioned a moment ago as coming from Switzerland is Swiss 
value, not ours. That is, the cost in Switzerland. We have lost our 
handkerchief market almost completely, first to the Kleenex people, 
and secondly to Switzerland. 

Mr. Reep. You have plenty of competition in the lace market, 
surely, from Belgium and France, do you not? 

Mr. Matxrn. Yes, sir. 

Mr. Reep. And Italy? 

Mr. Marxrn. Yes, sir. 

Mr. Reep. Not very much from Great Britain ? 

Mr. Marx. No, sir. We do not mind competing with the print 
industry, with the velvet industry, the quilt industry, and the Levers 
lace people of Rhode Island because we can then proceed on our own 
merit, and the price structure is about the same, but when we have to 
compete with imported low-cost labor fancies, then we are at a tre- 
mendous disadvantage. 

Mr. Reep. A great many people think that because this production 
of yours is done by machinery you should not worry about any hand- 
work from abroad, but, as a matter of fact, I remember that in Japan 
they are making zippers by hand and selling them below the cost 
of those made by machines in this country. 

Mr. Marxrn. Yes, sir; and we suffer greatly from the Philippine 
hand-embroidery industry. They hurt us greatly. 

Mr. Reep. Thank you very much. 
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The Cuarrman. Mr. Jenkins of Ohio will inquire. 

Mr. Jenkins. In your statement it seems to me that you are talking 
all the time with reference to this Schiflli lace that is produced in New 
Jersey. Is that true? Are your remarks intended to apply altogether 
to your own companies, and if they are, I would like to ask you what 
the situation is with reference to the lace producers in other parts of 
the country. There must be other companies in the country that pro- 
duce lace. ., 

Mr. Makin. Sir, we comprise the entire domestic embroidery in- 
dustry. In our 6 square miles, we have the American domestic em- 
broidery industry. However, laces is another story. The difference 
between lace and embroidery is very simple. My tie is embroidery, 
but if there is just the design and no background, then we have lace, 
and that is done in our industry by burning out the background. We 
have a Levers lace industry in Rhode Island and it is a very good one. 
They turn out a very fine product and we are very happy to compete 
with them. We compete with them on beauty and on price. 

Mr. Jenkins. The information I want is this: I get the impression 
that you are talking here of an industry that is confined to an area 
or location in New Jersey that is very densely put together and it is 
very efficient, and you employ 10,000 people to make a product. You 
probably have a patent, or some control, over that individual product, 
but what about the production of lace or other material that would be 
in competition with your production in this country? There must be 
more production than your production, surely, in the whole country. 

Mr. Marxrn. There is the Levers lace industry in New England. 
They are the only other lace-producing industry in the country. Be- 
cause our machines weigh over 8 tons, when they came to this country 
from Switzerland, Germany, and Austria 60 years ago they landed 
the machines on the Jersey shore and they have never moved them 
because the two machinery companies were located there. It costs 
$6,000 to move one of our machines a block. Therefore, we cannot 
move them. 

Mr. JENKINs. In other words, you have built your town around 
the machines. 

Mr. Mannin. Yes, sir; that is it. They tested the water there and 
found the water O. K. for bleaching, and they just stayed there. 

Mr. Jenkrns. Then, do you not have any competition for your 
product except that which comes from abroad ? 

Mr. Makin. We compete with the print industry, with the velvet 
industry, the felt industry, the quilting industry, and any fancy, but as 
far as embroidery or lace is concerned, our only competition, practi- 
cally speaking, is from the Levers Co. 

Mr. Jenkins. You are not asking for any protection for them? 

Mr. Mavxrn. I am, sir. If they are hurting, we are hurting, be- 
cause if you can buy Levers lace from abroad for one-third of what 
it costs in New England, it will be used on apparel and not our lace. 
We will get a fair shake if they get a fair shake. 

Mr. Jenkins. That is all. 

The Cuarrman. Mr. Simpson of Pennsylvania will inquire. 

Mr. Stmpson. Of course, you are competing one with another very 
intensely, are you not? F 

Mr. Matxrn. Yes, sir. 
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Mr. Simpson. So much so, I understand, if I heard correctly, that 
if somebdy went bankrupt, it would perhaps throw his goods on the 
market and it might break the price structure. Did you not suggest 
that ? 

Mr. Matxin Yes, sir. 

Mr. Srmpson. Did you not say that as little an increase as 10 per- 
cent of this $5 million item that you gave Mr. Reed would cause con- 
sternation in your industry ? 

Mr. Mauxtn. Yes, sir. 

Mr. Stmupson. You know, I am sure, that embroidery is one of the 
items of negotiation this month with the Japanese with the view 
to reducing the duty. Did you ever think that maybe yours is an 
industry that this bill is designed to put out of business, and reeducate 
you, and teach you to make automobiles and to move out to Detroit? 
Do you think your workers would like that ? 

Mr. Matxin. No, sir. 

Mr. Simpson. It would be very serious, and they are the kind of 
people who want to continue making embroidery, and carry on with 
what they have been trained all their life to do; is that not right? 

Mr. Marxrn. They cannot do anything else. 

Mr. Stmpson. Some people say you could retrain them and make 
automobile mechanics out of them. 

Mr. Marxtn. We have an entire area dotted with buildings, large 
expensive buildings, that can only house our machines, and there are 
750 of them. If you have 3 giants you can replace them, but not 750 
little fellows. 

Mr. Simpson. The Government has lots of money. If they wanted 
to start a school in there to make automobile mechanics out of these 
people, and that has been suggested, to retrain them and help the 
community, and set up some way to make these embroideries abroad, 
and let your people go elsewhere—not that they want to go, but 
more or less forcing them to go—do you think that would be a wise 
move? 

Mr. Matxrn. I do not think it can be done, sir. 

Mr. Stupson. In other words, it would be very unwise to try it; 

would it not? 

’ Mr. Marxrn. It would be unwise, and the whole economic structure 
of the community would collapse. 

Mr. Stupson. It would be a cruel thing for a government to under- 
take, too; would it not? 

Mr. MALKIN. Yes, sir; it would be cruel and unwise. 

Mr. Suupson. I think you are doing the right thing, coming before 
a congressional committee and presenting your case as effectively as 
I hope you have. You would much rather come before a committee 
of your elected Representatives than go down and appear before 
some bureaucrats and present your case; would you not? 

Mr. Mauxin. Yes, sir. 

Mr. Suweson. And you would not want your Congressman to sur- 
render to the bureaucrats all the right to give you whatever relief you 
need, or to deny it if they see fit? You would not want that? 

Mr. Matxrn. No, sir. 

Mr. Stmpson. We are very happy you are here today. 

The Cuatrman. Mr. Kean, of New Jersey, will inquire. 
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Mr. Marxtn. Yes, Mr. Kean. 

Mr. Kean. I am very much interested in your paper here giving the 
history of that area which I know so well. What is the tariff history 
of your industry? Have they been cut under the recepeocel trade pro- 
gram? Have tariffs been cut over the last few years? 

Mr. Marxrn. Our product itself comes in under 15 (2) (9) of the 
tariff schedules and at one time we enjoyed a happy life with a 90 
percent tariff. 

Mr. Kean. Ninety percent? 

Mr. Matxrn. Yes, sir. 

Mr. Kran. When was that? 

Mr. Maxi. The act of 1922. 

Mr. Kean. That was in 1922. Then when was the cut made, 
roughly ? 

Mr. Matxrn. 1936, I believe, to 60 percent. 

Mr. Mason. The Reciprocal Trade went in in 1934. 

Mr. Kean. How much was the cut? 

Mr. Matxrn. To 60 percent, what we have now. 

Mr. Kean. And that is the only cut that has been made in all of the 
negotiations that have gone in since 1936? There has been no further 
cut generally ? 

Mr. Matxrn. I cannot quite say that, sir. I should say 60 percent 
for the main, but then you go into the little things where you have a 
hat with lace on it, or a pair of shoes with lace on it, anil: then they 


have gone down and there are so many of them that it is difficult 
to pin them down, but they are in between 60 percent and 20 percent. 


Our handkerchiefs have gone down to 20 percent. We just do not 
make them any more. I think there is one shop. 

Mr. Kean. In general, the tariff was reduced from 90 percent to 
60 percent and under the 60 percent you have been able to get along 
fairly satisfactorily; is that right? 

Mr. Matxrn. Fairly well. We would like a higher tariff. We 
would like to go back to 90 percent. 

Mr. Kran. However, evidently the Government has felt that the 
60 percent was about the right figure because they have not tried to 
go any lower. Do you know if these items of yours have been on the 
list for negotiations at other times? 

Mr. Matxrn. With the Japanese. 

Mr. Kran. They are now, but have they ever been under negotiation 
at any other time; do you know? 

Mr. Matxrn. I know there was an investigation asked for by the 
Senate Finance Committee of all products that had a higher than 50- 
percent tariff. That is the only one I know about personally. How- 
ever, I cannot recall whether or not in previous years they have been 
jeopardized. 

Mr. Kran. The reason I was asking this question is that of course 
we have in the law the peril point. 

Mr. Marxrn. Yes, sir. 

Mr. Kean. I wondered whether in the past when they did start 
thinking about negotiations your industry had been asked to appear 
before the Tariff Commission in order to show what the peril point 
would reach when it struck the 60 percent? 

Mr. Matxr. I think we can safely say that the 60-percent tariff 
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is our peril point and that we are on it now, and I would be happy 
to appear before any commission from here on in. 

Mr. Kean. You have not ‘been asked to appear before any group 
with reference to these Japanese negotiations? 

Mr. Mauxin. We did have representation last month at a hearing 
before the Committee on Reciprocity, I believe it was, relating to 
the Japanese. 

Mr. Kean. Last month? 

Mr. Maxi. Yes, sir. 

Mr. Kean. At that time you probably tried to show them and 
prove to them that anything below 60 percent would seriously affect 
your industry. 

Mr. Mauxrn. Yes. We had a representative there, and I think 
it was a lot briefer than I am. 

Mr. Kean. That is all. 

The Cuarrman. Are there any further questions? We thank you 
for your appearance and the information given the committee. 

We are honored by the presence of our friend and former colleague 
in the House, Senator Neely, of West Virginia. We will be pleased 
to hear you at this time, Senator. We know you very pleasantly, 
but will you please follow the usual custom of giving your name, 
address, and the capacity in which you appear, for the record ? 


STATEMENT OF HON. MATTHEW M. NEELY, A UNITED STATES 
SENATOR FROM THE STATE OF WEST VIRGINIA 


Senator Nreevy. Matthew M. Neely. My address is Fairmont, 


W. Va. 

The Cuarmman. You may proceed, Senator, to present your state- 
ment without interruption. 

Senator Neety. Mr. Chairman and gentlemen of the committee, I 
thank you for your courtesy in permitting me to present a. brief 
statement in accordance with the request of the distinguished Gov- 
ernor of West. Virginia, the Honorable William C. Marland. That 
statement is as follows: 


Mr. Chairman and gentlemen of the committee, a flood of imported residual 
oil is irreparably injuring West Virginia. Last year’s importation of 136 million 
barrels of this oil was largely responsible for a decline in West Virginia's coal 
production of almost 17 million tons. Imported oil similarly damaged all the 
other important coal-producing States. 

In 1953 imported residual oil displaced 33 million tons of bituminous coal 
and thereby robbed American coal operators of $160 million, American coal- 
earrying railroads of $92 million, American coal miners of $81 million, and 
American governmental taxing authorities of $41 million. 

Closely related to the foregoing is the excessive imports of crude petroleum 
and its products into this country which, at their present rate, are highly 
detrimental to the domestic oil-producing industry of West Virginia. 

In view of all which, it is my hope and my recommendation that H. R. 1 now 
before you will be amended to provide a quota limitation on residual oil of 
not more than 10 percent of the amount imported last year, and that a similar 
limitation will be placed on the imports of crude petroleum and its products. 
In my opinion, the result of failure to provide adequate relief in this important 
matter will eventually ruin our bituminous-coal industry and seriously injure 
the domestic oil-producing industry of West Virginia. 


The Cuarrman. Senator, does that complete your statement ? 
Senator Nreety. Yes; it does. 
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The Cuamman. We thank you for your appearance and the infor- 
mation given the committee. 

Next is Hon. Hubert B. Scudder, of California. Come forward, 
please. We know you very pleasantly, Mr. Scudder. For the record, 
will you please follow the usual custom of giving your name, address, 
and capacity in which you appear? 


STATEMENT OF HON. HUBERT B. SCUDDER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Scupper. Hubert B. Scudder, Member of Congress from the 
First Congressional District of California. 

The Cuarrman. You may proceed, Mr. Scudder. 

Mr. Scupper. Mr. Chairman, the tariff issue is one with which I 
have been greatly concerned, not only as a Member of Congress, but 
also during my many years of public service in California, where I 
am in contact with the many specialty crops which we raise in that 
State. 

At the outset, I wish to make it clear that I do not believe in re- 
stricting trade. Trade between friendly nations of the world is healthy 
for all concerned. But negotiations relative to such trade must be 
conducted on a realistic basis, keeping in mind the wide variance 
between American living standards and the standards of other 
countries. 

World trade is a problem which should be explored to the fullest 
extent by the Congress. The solution to the problem does not lie in the 
relatively simple process of lowering American tariff rates. 

Our rates are already among the lowest in the world—5.1 percent 
on the average, for example—as compared to Great Britain’s average 
of 25.6 percent. 

But that is only half the story. On top of higher tariff rates, many 
other countries maintain import license systems which decrease, or 
actually prohibit, sale of American products on their markets. 

An excellent example is motorcycles. The British duty was re- 
duced under a reciprocal trade agreement. But under their import 
license system, no American-made motorcycle may be sold on the 
British market. Similar restrictions are imposed in varying degree 
on lumber products, radios, TV sets, home appliances, dresses, cos- 
metics, and numerous other commodities. 

In most of the trade agreements involving such commodities our 
domestic, competitive industry is adversely affected—and those con- 
cerned rightly feel they have a sound basis for questioning the reci- 
procity involved in such agreements. 

Very few American producers enjoy import quotas or restrictions 
of that type. Cotton is one. In 1939 the Secretary of Agriculture 
requested an import quota on cotton under section 22 of the Agricul- 
tural Readjustment Act. The request was approved by the Tariff 
Commission and cotton imports are restricted to 1 percent of domestic 
production. For example, average domestic production is 12 million 
bales per annum—meaning that imports, under the quota, cannot 
exceed 120,000 bales a year. 

Tobacco is a typical American product. Seed for replanting will 
not germinate in areas outside America and an embargo was placed 
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on the exportation of seed for planting, thus creating an American 
monopoly. 

Outside of this, quotas and import licensing restrictions are prac- 
tically nonexistent in this country. 

To tear down our wage standards will help no one. To sacrifice 
the jobs of workers in industries such as lumbering, fishing, viticulture, 
horticulture, bicycles, crockery, glassware, textiles—and many others— 
will surely not help to sustain American labor standards and the 
American economy. 

Let me give you but one aT of many existing throughout the 
First Congressional District of California. 

The coastal area in the northern part of California, and in Oregon 
and Washington, produces a great amount of crabs which are sold 
in the fresh and canned form. At the present time 60 percent of the 
canned crab being consumed in the United States is produced in Japan 
and imported at a price which has practically stopped the processing 
of crab on the west coast. The price of crabmeat fie been driven to 
such a low point that it is almost financially impossible for domestic 
fishermen to operate and to catch a natural resource in our Pacific 
coast waters. 

The present duty rate on imported crabmeat is 2214 percent. That 
low rate has already created chaotic conditions in this important 
industry. Surely, any further reduction could only result in the 
closing of more oa the loss of more jobs, and the losing of big 
investments in plants and equipment. 

I am certain you will agree that 60 percent of all domestic consump- 
tion is a very liberal percentage to be imported from a given country. 


We have similar conditions insofar as it concerns tunafish, plywood, 
hardboard, wine, tree nuts—all of which are vital to the economic 
welfare of the people I represent. Instead of endangering our eco- 
nomic levels, we should endeavor, in some manner, to see to it that 
products from other countries be sold at a on which would raise the 

l 


standards of the workingman who actually produced them, so that 
they, in turn, could purchase some of our products. That is not 
possible under their present wage schedule. 

I do not believe the intent of the proposed legislation would mean 
that tariff reductions would be all-inclusive and automatic if the bill 
under consideration is approved. However, the authority would be 
granted and on a scale so broad that Congress could be divested of 
practically all control over tariff matters. 

It is my contention that we do not now have a reasonable and proper 
tariff program. AsI said heretofore, the Congress should explore the 
program to the fullest extent. In so doing, I would suggest that 
Congress look into the type of proposals contained in bills introduced 
by myself and others to provide for an examination of tariff laws 
which are outdated and inequitable in many instances. 

Further, the constitutional right of Congress to maintain jurisdic- 
tion over tariff rates would be clearly defined. This could be accom- 
plished by providing that a bipartisan Tariff Commission be charged 
with the setting of tariff rates. It would be charged with establishing 
the peril point below which a tariff could not be reduced, and also 

srovide for a readjustment of rates under the escape clause when it 
is found American industries could not compete. All such proposals 
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as to rates would be submitted to the Congress in a like manner as 
reorganization plans and, if not adversely acted upon within 60 days 
by either House of Congress, they would become effective. 

In this way the setting of tariff rates would be removed from the 
field of international politics and diplomatic compromise ; rather, they 
would be properly based on economics. 

It is needless to say that this committee has a great responsibility 
in the welfare of our country. It is my opinion that our prosperity 
and social and business progress is the result of the incentive system 
we have long encouraged, and we have protected it with our tariff 
program. 

During the past few years when dislocation of certain industries 
has been caused by cutting tariff rates below the level with which 
Americans can compete, they have been forced to retool and engage 
in a type of war production. 

Perhaps we can absorb industries and workers forced out because 
of tariff cuts, but only because war production is a prime economic 
factor. But as God is my witness, I, for one—and I know all of you 
here—earnestly hope for an end to war production on a huge scale. 

When we achieve that goal, our economic stability will depend to a 
considerable extent on our ability to meet foreign competition on 
the domestic market under the protection of a realistic tariff program. 
The working people of America have earned, and deserve, this 
protection. 

The CuarrmMan. Does that complete your statement? 

Mr. Scupper. Yes, sir. 

The CuHatrman. We thank you for your appearance and the infor- 
mation given the committee. Are there any questions? Mr. Reed of 
New York will inquire. 

Mr. Reep. Mr. Scudder, I want to congratulate you on your very 
excellent statement. You are aware, I believe, that crabmeat and 
tunafish are on the list for consideration and for negotiation with 
Japan under the trade agreements. 

Mr. Scupper. Yes; I understand that, and I would say that all the 
industry in my area has already shut down, because they cannot afford 
to process the crabmeat and serve it processed. They are now only 
serving it in the fresh state. F 

Mr. Reep. Thank you very much. 

The Cuarrman. Are there any further questions? Mr. Mason, of 
Illinois, will inquire. . 

Mr. Mason. What is the number of your bill on this tariff matter? 

Mr. Scupper. The bill was a bill put in last year. I intend to re- 
introduce the same bill. 

Mr. Mason. You have not had it reintroduced yet? 

Mr. Scupper. No, 

Mr. Mason. What does it provide for? 

Mr. Scupper. It provides for the Tariff Commission to set the rates, 
and the Tariff Commission would then submit those rates after thor- 
ough hearings to the Congress on the same plan, subject to amend- 
ments and ideas that several of us have. 

Mr. Mason. That is something like Congressman Van Zandt’s bill. 

Mr. Scupper. About the same bill. We introduced similar bills 
last year. 
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Mr. Mason. Thank you, sir. 

The Cuarrman. Are there any further questions? We thank you 
~* at appearance and the information given the committee, Mr. 

eudder. 

The next witness on the calendar is Mr. James H. Casey, Jr. Is Mr. 
Casey here? Come forward, please. Will you please give your name, 
address, and capacity in which you appear ? 


STATEMENT OF JAMES H. CASEY, JR., ON BEHALF OF THE NATIONAL 
ASSOCIATION OF LEATHER GLOVE MANUFACTURERS AND THE 
AMERICAN FABRIC GLOVE ASSOCIATES 


Mr. Casry. My name is James H. Casey, Jr. I am representing 
the National Association of Leather Glove Manufacturers and also 
the America Fabric Glove Associates, on behalf of the fabric-glove 
manufacturers, with headquarters in Gloversville, N. Y 

The Cuamrman. You are recognized, Mr. Casey, and may present 
your prepared statement without interruption. 

Mr. Casey. Mr. Chairman and Members of Congress, my name-is 
James H. Casey, Jr. I appear before you today as executive secretary 
of the National Association of Leather Glove Manufacturers, Inc., a 
trade association representing leather-glove manufacturers through- 
out the United States. 

Gentlemen, it is inconceivable to us that we should have to come to 
Washington and appear before your committee to defend our right to 
manufacture leather gloves, to engage in legitimate commerce, and to 
employ labor. 

Time and again the tariff history of the leather-glove industry has 
been brought to your attention and to the attention of other commit- 
tees interested in tariffs and trade. Our position today is no different 
than it ever was. We simply cannot compete with foreign countries 
with wage rates equal to 25 percent of ours. Neither can we compete 
when these same countries grant rebates and subsidies to their manu- 
facturers. 

A year ago I called your attention to the fact that France returns 
to its glove manufacturers a portion of the social taxes manufacturers 
are required to pay. In spite of the fact that our Treasury Depart- 
ment knows of this and that our customs agents have written volumes 
about this practice, nothing is done, because our Treasury Depart- 
ment chooses to call it a “remission of tax,” rather than a rebate. 

You men know that countervailing duties should be assessed against 
such a practice. Our Treasury Department knows it; yet 3 years 
have gone by since the French Government announced this regula- 
tion, and no action has been taken. You are here to consider further 
tariff reductions and to set rates; yet right behind your back the very 
countries to which you are granting concessions are undermining 
every rate you set. 

Are you men unaware of the fact that today the French Government, 
under a decree dated December 9, 1954, just this past month, permits 
French exporters to sell their dollar balance off at favorable exchange 
rates? Do you realize that this type of currency manipulation at rates 
above the official quotation gives to these exporters another means 
of lowering export prices without the aid of tariff reductions? I also 
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want to call to your attention that on January 19, 1955, France im- 
posed and GATT has assailed it in their meetings which are being 
held right now—a luxury tax that amounts to a tariff up to 11 percent 
against our merchandise. 

Gentlemen of the Congress, you and I both know that not a single 
item of all the 400 being negotiated will be granted an increase, but 
I am sure that you feel certain they will all get cuts. I was at Geneva 
not too many years ago and, while I was treated well, I was shocked at 
the lack of industrial experts that appeared there representing Amer- 
ican industry, and at the same time to see the amount of industrial 
experts from the world over that are there advising the negotiators 
for foreign countries. 

With all this going on, and you same men about to consider upward 
revisions in the minimum-wage laws, how can you possibly sit in judg- 
ment and fairly determine what tariff concessions are needed until 
the results of these meetings are made public? 

You might well say: “Let’s take a chance and, if you are hurt, you 
can look for relief under the escape clause.” No clause was ever so 
wrongfully worded—one might better call it the deduction clause. 
Do you realize the time involved in getting action under such a pro- 
cedure? And then when you get a decision from the Tariff Commis- 
sion—even a favorable one—the chances are 50 to 1 that the White 
House will overrule its own appointed commissioners. 

Gentlemen, here is a commission outside the jurisdiction of a 
Cabinet officer, spending weeks and months studying the economy of 
an industry and then making its findings, only to be overruled by one 
man. 

We believe it is time for you men who make the laws to set up 
proper safeguards for industry. That will only come about when 
Congress takes back the authority which it has divorced from itself 
and writes its own tariffs and treaties. 

In March the Tariff Commission will report to you on its studies 
to simplify the Tariff Act, its schedules and classifications. Would 
it not be proper for this committee to withhold its recommendations 
until this report is made? 

In our fine leather dress glove market, during the last full year 
for which figures are available, namely, 1953, we produced 136,000 
dozen ladies’ leather gloves. We imported 91,000 dozen. Are we 
to be called upon to give up more than 40 percent of our ladies’ 
leather dress glove market? Remember, too, that 100 percent of 
all raw skins used in ladies’ leather dress gloves are imported from 
world markets. Not a single foot of domestic leather is used, and 
we feel that our contribution to world trade is magnanimous. 

I might also add that less than 1 percent of our total domestic 
production is exported. However, figures alone do not tell the whole 
story. Under the law passed last year, gloves can be brought in and 
not classified for statistical information with values less than $250. 
Leather gloves lend themselves to this kind of shipment because they 
are small in their very nature, and most of them are sent in by airplane, 
so even though the figures show that they have about 40 percent of 
our market, I daresay it amounts to considerably more. 

I am placing in exhibit a letter from the Glove Cities Area Joint 
Board, Amalgamated Clothing Workers of America. CTO. in which 
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they have outlined for your consideration just what it means to them 
when better than 90,000 dozen gloves are imported. 

In the cutting alone, it means lost working days in the amount 
of 30,554 or lost hours in the amount of 244,432. It means a payroll 
loss of $371,546, or a displacement of 117 men for 1 year, out of a 
total of 450 cutters. Summing it up, it means that each man lost 
better than 60 actual days of work, or 3 months of fruitful labor. 
In one small division of the industry we had a loss of some 30,000 
lost man-hours. 

A similar situation exists with the Glove Worker’s Union and I 
am offering a similar letter from them, an independent group 
representing most of the female workers in the industry, who are the 
sewers, shippers, boxers, banders, and wrappers. It shows distressing 
figures, similar to those presented by the cutters; and I assume, if 
we wanted to go on, that we could show similar results among our 
suppliers. 

From the records of the New York State Department of Labor, 
which directs the operations of our serene peat office, we learn 
that, out of 6,500 leatherworkers, during the 12 months of 1954 we 
never had less than 1,587 unemployed. Our high peak out of 6,500 
was 4,593; and, for the first week in 1955, we had 4,947 out of 
approximately 6,500 unemployed. 

I am submitting as an exhibit for your consideration and study an 
analysis of employment in the glove industry during the last 3 years 
and the first 2 weeks in 1955. It speaks for itself, and I can only 
add to it by saying that the workers have been in an untenable 
position. 


I mention these figures to you because I have selected them from 
the area in Fulton County, upstate New York, where there is one 
large concentration of er manufacturers. I could go on through 


the States of Illinois, Wisconsin, Iowa and show a similar picture 
of our plants located in small towns throughout these States. 

If you can see justification for tariff cuts with these figures, then I 
am sure there is not much I can do to deter you from taking such a 
drastic step. 

Members of Congress, we ask that H. R. 1 be considered carefully, 
that the President be given no further authority to reduce tariffs, 
that no across-the-board tariff cuts be permitted, and that the extension 
of the Trade Agreements Act be limited to a year. Finally, let me 
point out to you that H. R. 1 is so carefully drawn that any existing 
rate might be reduced by one method or another, indicating that 
widespread reductions are contemplated. 

I think in closing, I might pass one remark. As you men sit here, 
remember there is one thing. There is a court higher than our 
Supreme Court of this land, and that is the supreme court of public 
opinion. The people throughout the country are very disturbed about 
this whole foreign-trade program. 

The Cuatrman. Does that complete your statement? 

Mr. Casry. That completes the statement on leather gloves, Mr. 
Chairman, and I have also a statement on fabric gloves I want to 
make. 

The Cuareman, All right, you may proceed. 

Mr. Casry. Just 1 month ago, this industry appeared before the 
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United States Tariff Commission to assist in determining peril points 
below which the duty on fabric gloves should not be vedeena We 
also appeared before the Committee for Reciprocity Information to 
assist it in its negotiations with Japan and other countries at the 
forthcoming meetings in Geneva this February. 

Today, we are here to ask that no further tariff cuts be imposed on 
this industry, located as it is in small communities throughout the 
United States, forming an integral part of the economic life in small 
towns. 

As manufacturers, we stop to ponder just what is in store for us. 
We are concerned about this entire tariff matter and wonder just what 
justification there is for rate reductions under H. R. 1 before we know 
the results of the Japanese Trade Treaty. 

May I also inform the Congress, although I assume you know it, 
that our State Department at this very minute is contemplating 
another treaty, and the chances are it will be announced in the next 
few days, with Switzerland. We are going to pay Switzerland back 
for the watch reduction duty. It is getting so now that as manufac- 
turers and trade association men, we are so confused that we can’t 
keep abreast of all of these hearings and know what we have testified 
from committee to committee. 

To say the least, we find ourselves in anomalous position, trying to 
defend our right to manufacture fabric gloves and prevent further 
tariff reductions while at the same time another committee is work- 
ing behind closed doors at Geneva to out do you in making tariff 
concessions to foreign countries. 

The dress fabric glove industry, for tariff purposes, is divided into 
two categories. One is the manufacture of cotton dress gloves; the 
second those of synthetic fibers, such as rayon, nylon, and so forth. As 
a result of the Torquay Conference, tariff rates were reduced on syn- 
thetic fiber gloves to the full extent permitted by law. These reduc- 
tions were put into effect in June 1951. Reductions on cotton gloves 
were also made in 1948. 

The results were obvious. Japan was able to drive all foreign com- 
petition out of the domestic aonctont, and today holds the commanding 
lead. 

The Department of Commerce figures show that imports have in- 
creased from 4 percent in 1946, to 37 percent in 1953. Total figures 
for 1954 are not as yet available, but a comparison of the first 8 months 
would indicate that the import volume will be greater, while domestic 
production will be down better than 20 percent. It seems worthwhile 
to point out here that the ratio of imports to domestic production was 
16.9 percent in 1952. In 1953, it jumped to 37 percent, or better than 
doubled in 1 year. 

Gentlemen, we submit that when a country like Japan in a few 
years becomes a controlling factor in the domestic market, we are 
justified in saying that the present tariff rates are no bar to imports. 

It is an indisputable fact that American wages are the highest in the 
world; and at this very minute Senate bill No. 57 has been introduced 
to increase wages from 75 cents an hour to a 90-cent-an-hour minimum, 

lus 21 other bills asking for increases amounting up to and including 
R195 per hour. 
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We want to point out to you that on file in the Office of the United 
States Department of Labor is the Japanese Ministry of Labor’s 
Yearbook of Labor Statistics for 1953 and their projection for the 
first 6 months of 1954, showing an hourly wage in apparel, finished 
products, of 11.6 cents per hour. 

To argue that our ter productivity by mass-production methods 
can overcome this differential is wrong for two reasons. First of all, 
Japan and Germany have, as a result of our efforts and expenses, 
the same machinery, industrial methods, and know-how used in the 
United States during the past 7 years. Second, it would be ridiculous 
to expect us to be 10 times more efficient than Japan. 

There is nothing you can do under tariff reductions that is going to 
increase the purchasing power of the people in Japan until Japan 
takes it upon herself to give the people expendable income, over and 
above the bare necessities of life. 

We cannot help but feel singled out as an industry, because, no 
matter what tariff rate is set or by whom it is set, our competition 
will be from Japan, simply because no other country can compete 
pricewise with them. During the past 2 years prices of imported 
gloves from Japan had a declared valuation of more than $2 a dozen 
below its nearest competitor, and $8.50 a dozen below France. To 
ask us to compete with Japan means a complete block of all other 
countries and the eventual disintegration of our own industry. 

Before closing, I want to submit for the record the brief we pre- 
sented to the United States Tariff Commission and to the Committee 
for Reciprocity Information as it covers exhaustively the economic 
position of the fabric-glove manufacturers and, at the same time, 


calls to your attention that the doors of practically every country 
in the world are closed to us and we were able during this past year 
to export less than 1 percent of our total production. 

We believe that, with the concessions that have been made to foreign 
countries, there is no justification for any further reductions. 

(The brief is as follows:) 


BRIEF OF THE AMERICAN FABRIC GLOVE ASSOCIATES, GLOVERSVILLE, N. Y., BEFORE 
THE UNITED STATES TARIFF COMMISSION, WASHINGTON, D. C. 


Investigation No. 2 and public hearing under section 3 of the Trade Agreements 
Extension Act of 1951, as amended, and section 322 of the Tariff Act of 1930, 
in connection with proposed trade-agreement negotiations with Japan and 
other countries. 


The American Fabric Glove Associates, representing those producers of what 
is generally described as domestic fabric gloves, direct this information to the 
Tariff Commission to assist it in determining peril points for this industry. 

By way of limitation, our statements are confined to those items that may be 
considered for future tariff adjustment by the Interdepartmental Committee on 
Trade Agreements and the Committee for Reciprocity Information. 

The following items are those being considered : 
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Tariff paragraph cee Description of merchandise 





Cia a Le 3090-500_..| Gloves and mittens, finished or unfinished, wholly or in chief value 
cotton or other vegetable fiber, made of fabric on warp knitting 
machine. Valued at less than $1.50 per dozen. 

G2. eee. 3090-600_..| Gloves and mittens, finished or unfinished, wholly or in chief value 
cotton or other vegetable fiber, made of fabric on warp knitting 
machine. Valued at more than $1.50 per dozen. 

Dicer sccieneaeennee 3090-700...| Gloves and mittens, finished or unfinished, wholly or in chief value 
cotton or other vegetable fiber, fabric knit on other than warp knit- 
ting machine. 

915 (not subject to | 3090-800...| Gloves and mittens, finished or unfinished, wholly or in chief value 


negotiation). cotton or other vegetable fiber. Woven fabric. 
WB. 255 HE 3742-500._.| Gloves and mittens, knit or crocheted, finished or unfinished, wholly 
3742-700_- or in chief value silk. 
3742-900__- 
Gilichiccunsesdgmeanes 3840-002___| Gloves and mittens, knit or crocheted, finished or unfinished, wholly 


or in chief value of rayon or other synthetic textile. Valued under 
$1.50 per dozen. 





JAPAN—THE MAJOR SOURCE OF FABRIC GLOVES 


We make the statement that Japan is the major source of supply since it is 
the largest exporting country of fabric gloves to the United States on which 
a duty is assessed. The Philippine Islands do account for a much larger volume ; 
but the gloves enter duty free and, for the most part, the merchandise is owned 
by domestic producers. 

To make true figures, we have excluded exports from the Philippine Islands, 
so the first part of this brief considers imports from all countries, excluding 
the Philippines. The domestic production considered is those fabric gloves 
manufactured from the fabric of warp knitting machines and simplex machines. 

To reduce our analysis to the simplest consideration, we have purposely 
omitted those gloves included in paragraph 915, code 3090-500. These gloves, 
while made of cotton, are considered service gloves, such as are used by elevator 
operators, undertakes, etc. They are valued at below $1.50 per dozen pairs and 
not considered competitive with the domestic dress fabric glove industry. In 
addition to this, the volume in this particular category during the past 3 years 
averaged only slightly over 600 dozen per year. 

In the domestic figures, as reported by the United States Department of Com- 
merce, we have used only those gloves made of cotton and listed as warp knit. 
This latter definition includes all gloves made by the fabric dress glove industry, 
including those made on simplex machines. 

Circular knit gloves are mostly inexpensive children’s gloves, including those 
containing cotton and wool, some woven fabric, and other types that, if reported 
separately, would disclose figures of individual companies. 

Our figures, therefore, represent the total production of the domestic fabric 
cotton dress glove manufacturers and all gloves imported that compete with 
them included in paragraph 915, code 3900—600-700. 


THE FABRIC DRESS GLOVE INDUSTRY 


To take a look at the fabric-glove industry, one would have to visit many 
small communities where the factory worker has been an integral part of the 
economic life of the area. Only a few of these manufacturing plants are located 
in large industrial areas, so that any action taken that disturbs the economy of 
the industry has far-reaching effects in these communities. 

As part of our American life, we do not feel that the fabric-glove industry 
should be singled out, among a few others, to support the economy of any foreign 
country. We are cognizant of the precarious economic condition of many of 
the free world countries, particularly Japan; yet we do not see how tariff 
reductions as a whole or in part confined to fabric gloves will be the answer. 

To date too little has been said about the purchasing power of the individual ; 
and, until means and methods are developed to give these people spendable 
income, the plight of the worker in Japan can never improve. Impoverished by 
low wages, while a few importers reap the harvest, he is left with little hope. 
Unfortunately, such a condition is encouraged by our reciprocal-trade program, 
— discourages many of the other free countries from wanting to trade with us 
or Japan. 


Our economists feel that such is the only solution; and, while giving up our 
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markets to the low-cost areas, we might consider aiding those communities we: 
have destroyed. 

The sociologist knows this is not the answer, and has advised that the people 
of Japan can never exist on their homeland, due to overpopulation. We of the 
free world have made no attempt to invite them to enjoy the fruits of the world’s 
estimated 10 million acres of land now awaiting development. The reason is 
that we do not want them as neighbors, because we feel we cannot live with 
them, while at the same time we hold out the false hope that trade alone will 
solve their problem. 

To attempt to compete pricewise with imports, we developed the Puerto Rican 
hand-sewing industry, as well as a similar industry in the Philippine Republic; 
but to date no one has offered the solution of how to compete with Japan. 

These two areas, while of some assistance pricewise, have enabled the fabric 
dress glove manufacturers to market a hand-sewn glove that is in strong demand 
today. A loss of this production would hurt the industry, because no other place 
remains for such work. 

The figures will show that a higher percentage of fabric gloves come from 
Japan than from any other country. As a matter of fact, we will show that 
Japan exports to us far more fabric gloves than all the other countries combined, 
and her percentage of the total market is increasing daily. 

This proves two points: 

(1) Our present tariff rates offer no bar to imports, 

(2) Tariff concessions originally negotiated for the United Kingdom and 
Western Europe resulted in a benefit to Japan, who today is not a member 
of GATT, which was not intended. 


SUPPLY 


Our domestic manufacturers can supply all of our needs—in fact our supplies 
are excessive—and, as was to be expected, as we opened our abundantly sup- 
plied market, the world closed its doors to us. The result: Today less than 1 per- 
cent of our total production is exported. Japan is using us as a dumping ground, 
so that the underprivileged countries have no goods for consumption, and total 
employment is no greater. All this happened as we generalized our concessions 
originally intended for other countries, while no corresponding action was taken 
by any other country. 

Those who claim that supply should come from the lowest cost producing area, 
to the extent that we should give a monopoly to those who exploit labor to their 
own advantage, know full well that such a practice offers labor no benefit and 
only serves to victimize the American consumer. Monopolies permit importers to 
charge every cent the traffic will bear, and the results of the coffee investigation 
and today’s prices should serve as our warning. Coffee, a free-trade item entering 
our market duty free, stands out as an example of what can happen when a few 
control international markets, 

To be specific, we present the figures for the year 1953 (the last fall year where 
figures are available), covering only one item on the fabric dress glove schedule, 
paragraph 915, code 3090-600. Here we have a total of 63,165 dozen pairs of 
gloves from all countries, excluding the Philippine Republic; and Japan has 
exported more gloves than all other countries combined at a total dollar value 
of less than all other countries. 

Before we consider the second important item, it is well to review the imports 
of gloves under the same tariff paragraph for the past few years and the first 
7 months of 1954, 


WOME s oct kab i cd Sick aceaeseuateeoecn 
TOR iis hs dsecckanneddenaiee 


1953 
1954 


Obviously, we see that for 7 months of 1954 Japan has had complete domina- 
tion over the import market, with a unit value far below that of her nearest 
competitor. 

Our second chart, covering the last full year where figures are available, is 
for 1953—paragraph 915, code 3090-700. Here again we see the prominent 
position of Japan, with this country accounting for approximately 40 percent 
of the import market and only one-third of the gross declared foreign value. 
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Previous years’ figures, as reported below, prove conclusively that Japan has 
been able practically to eliminate all other competitors from the domestic 
market, with the exception of Germany. 


Paragraph 915, code 3090-700 





y 





Japan France | W oe oo Italy 
Y be, ~ 
| 
Eh hs FOE BRR 36, 478 16, 078 | 1 6,178 
$M Go te sek al aad 29, 205 24, 415 | 4, 726 6,819 
1953___- Tin Sptalat adie ade aaa a 54, 982 26, 590 26, 815 26, 072 
1954 (7 months)... ._-. + Ostet Se e 36, 434 9, 888 21, 794 8, 082 








In considering the chart for 1953, we call your attention to the fact that Japan 
has a unit value of $4.72 per dozen pairs, which is more than $2 below those of 
her nearest competitors. 

To go one step further, we offer the following charts, covering for 1 year, 
1953, imports under paragraph 915, code 3090-600 and code 3090-700, giving 
the complete breakdown of fabric gloves coming in from each country of 
importance, the declared foreign value, and the unit value (per dozen pairs). 


The charts offered on the two pages following show the figures for the year 
1953. 















































; ® : r Philippine pet | . | West a 
Item: Par. 915—Chief value cotton Total Republic Japan | France Germany| Italy 
CODE 3090-600 Quantity (dozen pairs) 
Of warp-knit fabric: ae 
Not over $1.50 per dozen pairs... __._- ROUE t- coon. Lae t...- 
Over $1.50 per dozen pairs, dutiable | <a 3 pal a , 
at— | } 
$1.50 per dozen pairs __ WE seni shea 6, O08)... -<e0ns a 
30 percent ad valorem (minimum | | 
WBS eit aisick st ee seuac ki 96,088 uid. use 13, 807 | 507 | 12,166 10,351 
60 percent ad valorem (maximum | 
SD nnanrssatdiemtpnaarinmeuiacses SOR Tne ni hehe I Taiicn cibeead Ee etiadatsantes teal 
Deby B00. cvnccncs ae Nekcarescdns see 00 ae eee ; . 
Total of warp-knit, valued over | | 
$1.50 per dozen pairs___-___..- 63, 165 10, 160 26,773 | 507 12,166 | 12,320 
| | | 
Foreign value 
Of warp-knit fabric: l rl Zz ; 
Not over $1.50 per dozen pairs__...._- $2, O88 Ee ’ ME Savieiteiacic taeda EEE 
Over $1.50 per dozen pairs, dutiable ee 2 be eo ee : . 
at— | 
$1.50 per dozen pairs_ Stites MEE ain diennnen ee ha ae oe $7, 952 
30 percent ad valorem (minimum | | | 
EE corto adaesaabuslitid dso 0 | 84,998 $7,582 | $63,492 | 78,975 
60 pereent ad valorem (maximum 
WO s doe, ncn ceinex Saale od OG fee faces peu Reaees eewseegubeas 
Duty free__...-- bik esse a ele 87,528 | $87,528 |.......--- eee 
Total of warp-knit fabric, | 
valued over $1.50 per dozen | | 
QO ib anton dbenccsdae 382, 375 | 87, 528 | 125,058 7,582 | 63,492 86, 927 
Unit value (per dozen pairs) 
Of warp-knit fabric: Ao in Via 
Not over $1.50 per dozen pairs... ...-| cero $1. 16 ; 
Over $1.50 per dozen pairs, dutiable ae ald v4 vy 7 > | - == = 
at— | | 
$1.50 per dozen pairs___........... i oe Wee Bisann een A. aceenis $4. 04 
30 percent ad valorem (minimum | 
TINO oie cin. dpon ETA dhe tole sacl OMbh fsx | 616| $1495} $522) 7.63 
60 percent ad valorem (maximum | 
SURG bocce ee ebctntg chu emien De Weta bce cl Ri 9O tna | 
Duty tess is sed 8.61 | $8. 61 | ‘ 
Total of warp-knit fabric, 
valued over $1.50 per dozen 
pee os. ao i 6. 05 | 861) 4.67) 1495] 522) 7.06 
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Quantity (dozen pairs) 
CODE 3090-700 


Of other machine-knit a dutiable at— 
$1.50 per dozen 
30 percent ad v 
60 percent ad vaievala (maximum rate) _ 
Duty free 


Total of other machine-knit fabric_ - q b 26, 590 26, 815 
ll  ——————— ern ES EL Se 
Total of knit fabric... ..........-.-.- 180, 443 83, 555 27, 097 38, 981 


Foreign value 


Of other machine-knit fabric, dutiable at— | 
$1.50 per dozen pairs. __.- --| $76, 567 i | , 433 
30 percent ad valorem (minimum rate) - 960, 733 $347, 412 | aren 393 | 151,115 
60 percent ad valorem (maximum rate -_| 13, 424 
Duty free | 1, 126, 633 


Total of other machine-knit fabric__.| 2, 177, 357 


Total of knit fabric 2, 561, 820 | 1,214,161 | 394, 461 





Unit value (per dozen pairs) 


Of other machine-knit fabric, dutiable at— | 
$1.50 per dozen pairs ________- 
30 percent ad valorem (minimum rate) - 
60 percent ad valorem (maximum rate)_| -| 


Total of other machine-knit fabrie___| 7.09 


Total of knit fabric 


The two previous charts include all gloves of warp knit or other machine knit 
fabric. Knowing that only those of the warp knit class, including those made on 
a simplex machine, are competitive, the following chart gives you the breakdown 
for gloves under paragraph 915, code 3090-600, 3090-700. 


Gloves and mittens, finished or unfinished, wholly or in chief value of cotton or 
other vegetable fiber, (1) made of fabric knit on a warp-knitting machine and 
valued at $1.50 or more per dozen pairs, and (2) made of other knit fabric: 
United States imports for consumption, 1953 * 


| . i 
Of warp-knit fabric | 
| valued $1.50 or more | Of other machine-knit 
per dozen pairs (class | fabric (class 3090.700) 
Rate of duty 3090.600) 


' . Foreign | s Foreign 
Quantity value | Quantity value 


ets | 


Dozen | Dozen | 
pairs | | pairs | 
$1.50 per dozen puirs______- 10, 935 | $41, 217 | 18, 161 | $76, 567 
30 percent (minimum) sith di tad tins ania aac 38, 070 | 246, 835 108, 508 | 960, 733 
60 percent (maximum)... .__-...----------.- aa 4, 000 | 6, 795 | 10, 127 | 13, 424 


53,005 | 204, 847 | | 196, 708 | 1,080, 724 
10,160 | 87,528 | 170,283 | 1, 126, 633 








382, 375 | 307, 079 | 2, 177, 357 


1 Preliminary. 
Source: Compiled from official statistics of the U. 8. Department of Commerce. 


A study of the rates reveals that importers have taken advantage of all tariff 
reductions to such an extent that present lines are not built to represent true 
costs, but rather merchandising prices. While our duties are assessed on foreign 
value, we must remember that the foreign value is not just the internal foreign 
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price, but one adjusted to the exchange rate. Countries with which we are 
forced to trade have multiple exchange rates and, if not, have the official rate 
and the black-market rate. Foreign values in terms of the dollar can show sharp 
fluctuations, so that a drop of 25 percent in the exchange rate means a drop of 
25 percent in price, coupled with a corresponding drop in the tariff rate. 

Time and again we have emphasized the point that, while imports themselves 
hurt, many times the uncertainties attached to the threat of imports can be 
just as damaging. This results from the fact that, when a tariff rate is reduced 
to increase imports, there is no way of knowing how great the increase will be. 

The fabric glove market is an open one; and prices quoted today, representing 
only a small portion of supply, determine the values for the entire market. 
This is why import prices, particularly from Japan, keep the market in a state 
of, unrest, destroy the buyers’ confidence; support of customary forward trans- 
actions cease and the industry is forced into hand-to-mouth transactions. 


OTHER GLOVE PRODUCTS 


The fabric glove industry manufacturers gloves other than those of cotton, 
mostly from synthetic textiles such as nylon, rayon, ete. This new development 
has broadened the consumer’s choice, at the same time detracting fashion 
interest from the cotton fabric glove. 

In addition, previous tariff cuts made in April of 1948 have only served to 
open the market to low-cost-producing countries, resulting in a narrowing of the 
domestic market. The following chart also indicates what has been said previ- 
ously, that present rates are no bar to imports. 


Domestic pro- | Imports, cotton, | Percentage ratio, 
Year duction, cotton, | paragraph 915, | imports to domes- 
warp knit code 3090-600-700 | tic production 








370, 244 | 


WG oss iS eb ciabatta reat 815, 184 19, 688 2.4 
sila ath... S se bdleais ieitaiaes dn cedilittelintiedaniiel 1, 030, 980 | 41, 889 4.0 
Ta STURIala ntalcite Tem ieg ett ocd ee Raspes 1, 391, 402 | 52, 295 | 3.6 
WR enc ds i a roe ten, ue g gee ad 1, 368, 000 | 7, 567 3.4 
SOD i5i_k. Ws, CASS A o lsd. seek 1, 116, 000 | 41,172 36 
es sde arent tdi didi h tik aeilh callie Satie dactans 1, 250, 000 | 111, 592 | 8.8 
er Cee nae leet 1, 097,000 108. 534 9.8 
ee eer EASA et Te 1, 123, 000 207, 092 | 16.9 
lis; Ariabinc dade een Deaton 998, 000 37.0 


We want to call your attention to the fact that tariff rates on synthetic gloves 
have been cut the full 50 percent permitted by law, while the duty on the cotton- 
fabric dress glove has been so reduced that it cannot be considered an equalizing 
rate. The following chart shows the reduction on cotton-fabric gloves : 




















Tariff paragraph Cenmseys Te Ae Trade agreement rate 
Percent 
GOW cccbia<scapeadanaseber 3090-600 60 | $1.50 dozen, 30 percent minimum, 60 percent 
maximum. 
DI a atncssivcisicepnlindastittin states 3090-700 50 | $1.50 dozen, 30 percent minimum, 60 percent 
|} Maximum. 


| —_ — 


LABOR AND WAGES 


No one disputes the fact that United States workers are the highest paid in 
the world; and, to offset to some degree the gap between earnings here and in 
foreign countries, we maintain a tariff. To argue that our greater productivity 
by mass production methods can overcome this differential is a theory that has 
yet to be proven, and becomes nonsense when we are expected to be 10 times 
more efficient than Japan and 5 times more efficient than Germany. 

To attempt to compare our free-trade policy among the 48 States with the 
same possibilities in foreign countries fails to take into account labor and work- 
ing conditions here and abroad. 

For example, in the United States we have reasonably uniform wage rates, 
working conditions, and hours of labor, regulated by law for both men and women. 
Not a single United States worker is forced to compete with sweatshop labor 
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from any of our States; while, in most foreign countries, not only do they lack 
a uniform wage rate, working conditions, and hours of employment, but compete 
among themselves to keep labor rates low. 

In the domestic fabric glove industry, we are for the most part completely 
unionized, have maintained the highest of working standards in the most modern 
plants, and operate them under standards set forth by the wage and hour law 
and the Walsh-Healey Act. The workers in this industry are predominantly 
female, tlie average ratio in the plants being female 5 to 1. 

Our semiskilled female workers (and these include boxers, banders, wrappers, 
shipping clerks, examiners) average 86 cents per hour, while our skilled workers 
(and these are for the most part machine operators) average $1.09 per hour. 

Male workers in the industry average $1.65 per hour. 

Comparing our earnings with national averages and against industries which 
have no foreign competition to meet, we rank high in industrial United States. 

In addition to the above, our fringe benefits show a composite average of 16.4 
percent, the low in the industry being 11 percent, the high 22 percent. 

Taking a look at Japan, the Japanese Ministry of Labor’s Yearbook of Labor 
Statistics for 1953 shows the average worker’s earnings in the apparel finished 
products industry was 7,913 yen for 189.7 hours. Converted, this means 11.6 
cents per hour. The latest month’s figures available from Japan, for June 1954, 
appear in the monthly Labor Statistics and Research Bulletin dated September 
1954. This shows average earnings were 7,916 yen for 190.3 hours worked. Con- 
verted, this amounts to 11.6 cents per hour. 

Realizing the fact that both the domestic fabric-glove industry and the foreign 
fabric-glove industry have the same machinery, industrial methods, and know- 
how, supplied to both Germany and Japan during the last 7 years by the United 
States, it is difficult to see where we have an advantage to compensate for the 
tremendous differential in wage rates. It becomes even more pronounced when 
you consider that the labor cost going into the manufacture of.a cotton fabric 
glove equals one-third of the selling price. 

It is a source of satisfaction to know that the United States Department of 
Labor has representation on the CRI; however, we are concerned with the 
Department of Labor’s point of view as it concerns increasing minimum wage 
rates. We know the Secretary of Labor has been considering asking Congress 
to adjust upwardly the minimum wage rate; and only recently the powerful 
American Federation of Labor passed a resolution calling for a national mini- 
mum wage rate of $1.25 per hour. 

In addition to this, the Secretary of Labor has broad powers in determining 
what the minimum wage rate will be for Government contracts, and past expe- 
rience indicates this power has been used frequently, and always to advance labor 
rates. 

We do not want to make any attempt here to discuss the merits of wage laws; 
yet, on the other hand, it is hard to conceive how any committee can negotiate 
trade agreements without first knowing what the position of the administration 
will be regarding them. 

It is our position—and one many times expressed by representatives of the 
Government—that tariffs should tend to equalize wage rates between United 
States producers and the producers in exporting countries. Unless we know the 
future policy of the Government and its final determination in such matters, 
no treaties should be negotiated. Any advance in minimum wage laws means 
increases all along the line, thus adding additional burdens to production costs, 
while at the same time intensifying competition between the United States and 
foreign producers. 

With the possibility existing of further increasing our costs, and with the 
administration considering further tariff concessions, the results of any trade 
agreement could leave us with nothing more than a tariff that has a nuisance 
value. 

The above points up the fact that we need a flexible tariff, one that can be 
adjusted to the needs of this industry; that present tariff rates fall short of 
equalizing the differential in labor costs between domestic and foreign producers; 
and that the only result to domestic workers is a gradual lowering of their stand- 
ards or complete elimination of their jobs. 


A NATIONAL DEFENSE INDUSTRY 


The exact nature of a true defense industry ‘is difficult to define, so per- 
haps we might look back at World War II to determine the position and im- 
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portance of the fabric glove industry and to see exactly what we did. Be- 
fore doing so, however, let us ask ourselves what use a glove serves, and why. 

Generally speaking, gloves break down into two categories: the dress glove 
and the service glove. In time of war the dress glove does not enjoy the glamor- 
ous position of those designed for a particular use; nevertheless, it has its im- 
portance in dress and as an aid against the elements. It does serve to protect 
one of the most sensitive parts of the body against cold. 

Service gloves, on the other hand, are designed with a particular need in 
mind, possibly against the heat or cold or against damage to the hand caused 
by a particular job. It is because of this latter group we stress our importance, 
having made gloves for many of these vital functions. 

Flexibility of hand movements is so common to most of us that we rarely 
consider its importance; and only when the hand is injured or harmed by heat 
or cold do we realize the many uses we have for the hands and the incon- 
venience we are caused when the hands are immobilized. 

Col. Millard L. Haskin, Chief of the Personal Equipment Laboratory for the 
Air Force, in a letter dated to the association on March 28, 1946, stated : 

“The magnitude of the problem faced by the Air Force and the clothing in- 
dustry upon our entry into World War II can be better understood when it is 
realized that the clothing our airmen entered the war with was designed for 
altitudes of 25,000 and 30,000 feet. It has often been stated that the flier is no 
better than his aircraft, and in all truth it can also be stated in respect to alti- 
tude flying that the flier is no better than the clothing furnished him to endure 
the long missions at extreme altitudes. 

“By March of 1943, our aircraft were forced to go higher to avoid the in- 
tense and determined resistance of the enemy. In the first 6 months of 1943, 
there were more casualties to our airmen from frostbite than there were from 
enemy action. With approximately 10,000 man-hours put into every ton of 
bombs dropped on European targets, the cost of these abortive flights was 
staggering.” 

It is obvious from the above that, due to our own lack of realization, we are 
too likely to think of warfare in terms of tanks, planes, guided missiles, bombs, 
ete. The contrary is true, and we can think of no better enemy target than a 
man who cannot defend himself because of frozen hands. 

The fabric-glove industry made gloves for all branches of the services, as well 
as linings for various types of gloves where warmth or protection were impor- 
tant. In the latter type, the outer shell of the glove would be removed and the 
lightweight fabric glove used to protect the hands from freezing to the cold metal 
of a gun. The flexibility of the hand was maintained by such protection. 

Our military men have acclaimed the achievements of the glove industry time 
and time again, and have advised us that one of the great weaknesses of the 
German and Russian Armies was lack of proper hand coverings. 

To give you an idea of the magnitude of our contribution to World War II, 
the following figures from the Chicago Quartermaster Depot show the gloves that 
we were able to make for just one branch of the service: 


Paire 
Glove tomerte,., emtwelgnt.. 2460 1ese ee a ee ceeene 100, 000 
Nas IN SO a ceed miiemioeneinaoes 392, 200 
Un. NN fn akin as ec cece epeeniinige cieaneneslaoneade 25, 527, 200 
Gieved: “Corwen Ware. oe ee en aw Sy pee eee, 1, 649, 400 
Gloves, cotton, women’s special_____~ Rea ecg nen ante em necneeiones a pee cms et: 188, 100 
a Rg RE SR Ae lg Et, Ii eal Al Patera mpa nips 4, 147, 000 
Re ee ee eee ee a cp nneies epench abe niet ns bpm 106, 900 
TOR, Cs I nn mcaenen Seaman 99, 800 
Mitten inserts, men’s_____-_~- Reteecneeieg aE ett etanek tans soard taeeeeen can eae 4, 440, 000 
ee a earl peer nro ecere tne nee -. 1,168,900 


In addition to the numerous gloves made for the other branches of the service, 
the industry quickly prepared itself for the manufacture of parachutes; and 
some of our members supplied vast quantities of this item. 

The present dangers to our national safety do not suggest that any industry 
which played such an important part should be sacrificed or weakened. Another 
conflict certainly would cut off the textile industries of Europe and Japan and 
force us to supply the gloves needed for our military and allies. 


THE RETAIL MARKET AND CHEAP IMPORTS 


Very few retail enterprises want to get into imports where such act as a price- 
depressant on the market, knowing from past experience that they themselves 
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have no way of discerning what is the bottom of the market or when it will be 
reached. Likewise, the risk is great when future purchases of certain styles 
are made, and weeks later they see the same style reproduced by low-cost produc- 
ing countries. 

No one has gained, because no more gloves have been sold; however, industry 
at the manufacturing and retail levels has suffered sharp losses. 

We know well from experience that in nermal times fabric gloves are an item 
in the accessory fashion market, and to keep cheapening it is the one sure way to 
have it lose its fashion appeal. When this results, everyone suffers; and the 
domestic and foreign industries have gained nothing. Such unprotected compe- 
tition means competition between our high living standards and the low foreign 
standards. 

In the final analysis, retailers know that foreign merchandise which supple- 
ments their own choice is an aid, but that it is a worthless item when it displaces 
it. Imports striking a buyers’ market or a surplus market are deflationary and all 
out of proportion to the relative quantity by the mere fact that they aggravate 
an already saturated market. 


CHAIN REACTION TO FABRIC GLOVE LOSSES 


Employment in fabric glove plants for the first 10 months of 1954 is down in 
every plant, with the exception of 2. In most plants it is down a minimum of 
20 percent and in others as high as 30. Payrolls show a similar drop throughout 
the industry, while company earnings reflect the lost volume and intense com- 
petition the industry has been forced to meet from the low-cost producing 
countries. 

Throughout the entire industry a chain reaction has set in, causing losses 
all along the line. It takes its beginning from the raw cotton and continues 
through to the finished product. The simplex cloth manufacturers, who pro- 
duce 95 percent for the glove trade an exclusive fabric commonly referred to as 
“double-woven cotton,” have felt the impact of lost sales in the glove industry 
just as much as any other supplier. 

This industry is interlinked with many other industries, such as chemical, 
power, transportation, manufacturers of packaging materials, etc. all of whom 
have felt the effects of a declining volume. While a source of prosperity for many 
other industries, it alone supports its own employment and capital structure 
without subsidy. 

To overcome the loss of production and prevent the industry’s volume from 
suffering a further setback, we have discussed an equalizing tariff rate to com- 
pensate for low foreign wages. 

To go one step further and prevent the downward chain reaction from strang- 
ling us, it is necessary to consider the great disparity in cost of supplies, capital 
goods, and other services that we must obtain in the United States. The goal 
of competitive cost equality must also take into consideration the higher working 
capital requirements of the United States. 


OTHER CONSIDERATIONS 


We have purposely omitted in this discussion items classified under para- 
graph 915, code 3090-500, due to the fact that we felt such items at this time 
are not directly competitive with the fabric dress glove industry. Items under 
this classification can be and have been made by this industry at one time or 
another, and could in the future become important. 

Because of the extremely low cost of the item and the use to which it is 
put, it would take but little for this segment of the industry to be priced out 
of the market. The present duty of 60 percent would not in the future be any 
bar to imports, inasmuch as these gloves today are quoted in the domestic mar- 
ket at prices ranging from $3 to $3.75 per dozen pairs. 

The same holds true for items classified under paragraph 1309, code 3840- 
002, all valued under $1.50 per dozen pairs. It should also be pointed out here 
that this item was reduced in June 1951 from 45 cents per pound plus 65 percent 
to 25 cents per pound plus 65 percent. 

Items classified under paragraph 1208, code 3742-500—700-900, are made from 


silk and, with one exception, have been reduced the full 50 percent now permitted 
by law. 
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CONCLUSION 


With fabric glove manufacturers located in small towns, they have obviously 
become an integral part of the economic life of the community in which they are 
located. To select this industry to support the economic life of foreign coun- 
tries or to assist in the balance of trade is placing a burden on this industry 
which can only lead to its gradual dissolution. Our opinion is that such an ob- 
ligation is one for all taxpayers, and not just a limited few. In addition to this, 
we expect complete reciprocity with trading countries on a basis as generous 
as our own. . 

Admittedly, low wages fail to develop purchasing power; therefore any re- 
duction in tariffs is premature until higher wage standards are set. The solu- 
tion to Japan’s problem is in other directions, rather than in our giving ap- 
proval to a continuation of such conditions by lower tariffs. 

Present figures indicate that Japan is having no trouble in exporting to our 
markets, tariff being no deterrent to them. Our charts also show that Japan 
has been able to drive all other competition from the domestic market. 

We feel that no tariff adjustments should be made until Congress makes a 
final determination with respect to minimum wage laws; otherwise the cost 
spread between United States producers and Japan will become even greater 
and point up the need for increased tariff protection. 

It has also been pointed out that in other types of gloves, namely, the syn- 
thetics, duties have been reduced to the full extent permitted by law, leaving 
us a small share of the market that is today inadequately protected. 


RECOM MENDATIONS 


Tariff paragraph 915, code 3090-500, be permitted to remain at existing 
levels. 

Tariff paragraph 915, code 3090-600: The duty rate here be simplified and 
joined with paragraph 915, code 3090-700, and increased to a set 50-percent 
rate. 

Tariff paragraph 1309, code 3840-002, be permitted to remain at existing 
levels. 

Tariff paragraph 1208, code 3742-500, and other sections in which gloves may 
be classified, namely, code 3742-700-900, be set out for proper identification of 
gloves. While no request for adjustment is made at this time, it is with the 
understanding that this action will not prejudice any future request. 

Respectfully submitted, 

JAMES H. Casey, Jr. 
AMERICAN Fasric GLove ASSOCIATES. 





GLove WorKERS’ UNION oF FuLTon CouNry, 
OPERATORS’ AND Day Hanps’ Branca, 
Gloversville, N. Y., January 17, 1955. 
Mr. James H. Casey, Jr., 
Secretary, National Association of Leather Glove Manufacturers, Inc., 
Gloversville, N. Y. 


Deak Mr. CASEY: You have asked us to advise you what the result was to our 
workers in terms of lost hours and wages during the year 1953 of imports of 
leather gloves amounting to 91,662 dozen pairs. 

A time analysis study reveals that to sew 1 dozen pairs of gloves full PK— 
and that is what most of the imports are—takes the average operator 4 hours. 
This means that 366,648 man-hours of labor were lost. These operators earn an 
average of $1.11 per hour, which means a payroll loss of $406,979.28 for the sewing 
operation alone. 

In our laying-off or pressing department the average time to do 1 dozen is 
approximately 20 minutes, which means 30,520 hours of labor lost, with an 
average payroll of $43,948.80. 

In submitting these figures to you I want to call your attention to the fact that 
they are much more serious than they appear on paper. During the year employ- 
ment was very bad, and imports made the situation just that much worse. 

I appreciate the opportunity to cooperate with you. 

Sineerely yours, 
FLORENCE Roserts, President. 
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AMALGAMATED CLOTHING WoRKERS oF AMERICA, CIO, 
GLOVE CITIES AREA JorntT Boarp, 


Gloversville, N. Y., January 14, 1955. 
Mr. JAMEs H. Casey, Jr., 


Secretary, National Association of Leather Glove Manufacturers, Inc., 
Gloversville, N. Y. 

Dear Mr. Casey: In answer to your inquiry as to the number of workers dis- 
placed by glove imports that were sent to this country during the year 1953, I can 
advise you as follows: 

During that particular year 91,662 dozens were imported, and the average 
cutter of leather gloves can do approximately 3 dozen per day. This means that 
our cutters lost in workdays 30,554. When you multiply this by 8, representing 
the hours worked per day, our workers were displaced by 244,432 hours. 

While the table cutters are not necessarily the highest earning group in the 
industry—and this is due to the advanced age of many of them—we find, how- 
ever, that they average $1.52 per hour, which means that the table cutters in the 
glove industry lost in wages $371,546.00. 

Carrying it one step further, 25 percent of our union cutters were displaced, 
or 117 men lost 1 full year’s work as a resuit of imports. 

I am very happy to give you these figures, and assure you of my cooperation. 

Very truly yours, 


GORDON BLAKE, Manager. 


STATE OF NEW YORK, DEPARTMENT OF LABOR, 
DIVISION OF PLACEMENT AND UNEMPLOYMENT INSURANCE, 
New York State EMPLOYMENT SERVICE, 


Gloversville, N. Y., January 18, 1955. 
Mr. JAMES CASEY, , 


Secretary, National Association of Leather Glove Manufacturers, 
Gloversville, N. Y. 


Dear Mr. Casey: As per your recent request we are glad to furnish you with 
the unemployment figures which you requested. They are as follows: 


Unemployment 1952 1953 1954 1955 Unemployment 1952 1953 1954 1955 


January: July—Continued 
5, 243 | 4, 947 id k 1, 456 
. 1, 206 1,050 
3, 765 é 881 1, 043 901 
3, 424 earns 
sain 
1, 345 
1,612 
1, 801 
4,113 
5, 237 


The average number of workers in leather industries is 6,500. 


We trust the above information is what you want and hope that it will be of 
service to you. 


Very truly yours, 
C. V. Rousseau, 
Manager, Gloversville Office, Division of Employment.. 

The Cratrman. Does that complete your presentation, Mr. Casey ? 

Mr. Casey. Yes. 

The Cuarmman. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions ¢ 

Mr. Eberharter of Pennsylvania will inquire. 

Mr. Esernarrer. Mr. Casey, in your statement on behalf of the 
leather glove manufacturers, on page 1, the last paragraph, and the 
first and second paragraphs on page 2, with reference to the effect of 
the countervailing duty provisions of the present law, has your associa- 





TRADE AGREEMENTS EXTENSION 1869 


tion made any representations to the State Department to put into 
effect the countervailing duty provision as yet ? 

Mr. Casey. Yes, sir. I would be ashamed to show you the file of 
correspondence that we have had on this subject. I would be ashamed 
of it, over a period of 2 years. We have been to everybody. They 
argue very carefully that the French Government does not give to its 
manufacturers a rebate, it is a remission of taxes. 

Now, the difference is this: A rebate is something according to them 
that the money is paid out and then returned to the manufacturer at 
a later date. A remission of taxes is remitted at the source before the 
amount is paid. If they can prove it is a remission, then it does not 
come under the countervailing duty, but a rebate does. 

The French glove manufacturers admitted it was a rebate, and the 
Government announces it as a rebate. In fact, the French glove man- 
ufacturers went so far as to say, “Please give the rebate quarterly. 
We need it that often. Don’t hold it up and give it to us semian- 
nually.” 

Mr. Esernarrer. I assume that you are familiar with the action 
taken by this Government with respect to importation from Uruguay 
of imports of wool ? 

Mr. Casry. That is right. 

Mr. Esernarter. Do you think the action of the French Govern- 
ment, particularly as set forth in your statement on page 2, in the 
second paragraph, is a similar action as was taken by the Government 
of Uruguay ‘ 

Mr. Cassy. It is an identical situation. 

Mr. Eseruarrer. Did you use that as a precedent to convince the 
State Department ? 

Mr. Casry. We have, but we have not been successful. 

Mr. Esernarter. In your opinion, was the action of the French 
Government— - 

Mr. Caspy. The French Government announced the action. 

Mr. Eseruarrer. Well, the action of the French Government with 
respect to its exchange amounted to a multiple-exchange operation the 
same as it did, or was said to be done in Uruguay. 

Were the actions of the two Governments similar ? 

Mr. Casry. Not quite similar in that respect; no. You see, in our 
position in France, 1f you pay a worker 50 cents an hour, then you pay 
a 40-percent tax on the hourly wage rate to the Government. That is 
to cover social security, hospitalization, and welfare pensions and 
so forth. 

Now, it is that social tax that they collect from the French manu- 
facturers, that the French Government in return rebates back to its 
manufacturers every 6 months. That is a rebate and subsidy. That 
is what we are trying to get countervailing duties on. 

Now, the custom officials also know it, and volumes have been written 
about it. When we got the case so hot, they threw it from customs 
up to the Treasury Department, and there it lies. 

Mr. Expruarter. I was just wondering, Mr. Casey, about whether 
or not the fact that the French Government is a very powerful govern- 
ment in world affairs, and Uruguayan Government is not considered a 
very powerful government, that they were treated differently ? 


Mr. Casey. 1 think that there is something in that. There is some- 
thing in what you say. 
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Mr. Eseruarter. Thank you very much. 

The Cuarrman. Are there any further questions ? 

Mr. Reed of New York will inquire. 

Mr. Reep. Of course, I am interested not particularly in my own 
district, as far as this duty protection is concerned for our industries, 
but Gloversville in New York is almost an economic background of 
gloves. That is right, is it not? 

Mr. Casey. That is right. 

Mr. Reep. I think there are other parts of central New York where 
they have some glove manufacturing. 

Mr. Casey. That is right. 

Mr. Reep. Now, you speak about Japan here and I was interested 
in that. There has been much said here that our consumers should 
have the right to buy in the cheapest market, wherever that is. 

But has it not been the history under the tariff that whenever an 
industry has been put out of business in this country, and the other 
people then have a monopoly of our market, they raise the price and 
recoup everything. Itn’t that right? 

Mr. Casry. Didn’t that happen in the coffee situation? If you give 
one industry a monopoly, the price is the highest it has ever been in 
the world. 

There is another point that I should have brought out, that if you 
import a black leather lady’s glove from France, we will say, a four- 
button glove which would go just above the elbow, and you buy the 
same from a domestic manufacturer, you certainly cannot put one up 
in the counter at $2, and one out at $3, and expect to sell the $3 one. 
So the retailer will sell them both at $3. The retailers have got to be 
consistent, because the consumers are not stupid. 

But the retailers import because there is a long markup. At the 
convention we had, NRDJ convention, they are hollering for longer 
markups. They don’t want 42 percent any more, and they want to 
go to 54 percent. It is the imports that give them that chance. They 
don’t pass on those benefits to the consumers. 

Mr. Reep. That is the point I wanted to bring out in the hearings, 
and that point has not been stressed very much. It is very easy to 
deceive the consumers, and they think they should buy in the cheapest 
market, especially when there is a disparity between an American 
article and a foreign article. You indicated that the imports of leather 
dress gloves are equal to 40 percent of your production. Is it not 
also true that exports of your product are very small? Did you say 
3 percent ? 

Mr. Casey. It is less than 1 percent. 

Mr. Reep. Thank you very much. 

Are you not one of the small industries where large imports are pro- 
viding dollars to pay for our exports of automobiles? 

Mr. Casey. That is right. 

Mr. Reep. You contribute heavily to this end already, but under 
H. R. 1 you will contribute still more, will you not ? 

Mr. Casey. That is right. 

Mr. Reep. Thank you very much. 

The Cuarrman. Are there any further questions ? 

Mr. Karsten of Missouri will inquire. 

Mr. Karsten. Mr. Casey, on page 2 of your statement you refer to 
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ladies’ leather gloves. Did you want to limit it to ladies’ gloves? 
What about men’s gloves? 

Mr. Casey. At the present time, men’s leather dress gloves have 
not been a serious item of imports. It has not been in large volume. 

Mr. Karsten. What has been the volume of imports of men’s leather 
dress gloves? 

Mr. Casey. Offhand, I don’t know, but it may be about 5 to 8 
percent of the total market. Maybe less than that. 

Mr. Karsten. That would be an insignificant figure as compared to 
laches’ dress gloves ? 

Mr. Casey. Yes. 

Mr. Karsten. What would account for that? Could you account 
for the differential ? 

Mr. Casey. Yes; we have a pretty powerful men’s glove industry in 
the United States, and men are given more to wearing staple gloves, 
and we can compete with European countries. 

Mr. Karsten. What do you mean by staple gloves? 

Mr. Casey. You don’t get a man wearing a ‘glove with a cuff on it, 
or 2 tone shades, where a lady wants a lot of embroidery on it, and 
fancy backing and things like that. That is where the French or any 
foreign country can put on these embellishments and beat us because 
it is handwork. 

Mr. Karsten. Would your industry be affected by nylon and the 
new synthetics ? 

Mr. Casey. Yes. 

Mr. Karsten. Has that had some effect on your leather glove 
market ? 

Mr. Casey. That is right. 

Mr. Karsten. How much of an effect would you say that would 
have? 

I am trying to figure out where the problem lies, whether it is 
with the tariff or with other types of competition you have here. 

Mr. Casry. There is no question, you have a situation between any 
kind of hand-covering. One is always competitive with the other, 
and I dont care whether it is fabric or wool or whatever it might be. 

You also have that competition to deal with. We will never over- 
come that. 

. The CuarrmMan. If there are no further questions, we thank you for 
your appearance and the information given the committee, Mr. Casey. 

The next witness is Mr. Harry A. Moss, Jr. Is Mr. Moss here? 

Will you come forward, please, sir. 

Would you please give your name, address, and the capacity in 
which you appear for the record. 


STATEMENT OF HARRY A. MOSS, JR., EXECUTIVE SECRETARY OF 
THE AMERICAN KNIT HANDWEAR ASSOCIATION, GLOVERS- 
VILLE, N. Y. 


Mr. Moss. Mr. Harry A. Moss, Jr., executive secretary, American 
Knit Handwear Association, Gloversville, N. Y. 

The Crarrman. Proceed with your prepared statement without 
interruption. 

Mr. Moss. Thank you. 
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Mr. Chairman and members of the Ways and Means Committee, 
the American Knit Handwear Association, Inc., represents the manu- 
facturers of gloves, mittens, and glove linings which are knit directly 
from yarn. 

To understand our interest in this bill, one must first examine the 
conditions wrought in this industry by import competition. 

Mortality: In 1953 there were 30 firms in the industry. Today 
there are 22, a business mortality of roughtly one-third. 

Unemployment: In 1952 the industry had over 4,000 employees. 
In 1954 there were less than 1,500, comparative unemployment of 
63 percent. 

Financial loss: The ratio of net operating profit to net sales among 
the 15 leading firms in the industry dropped from 6.1 percent in 
1952 to 2.9 percent in 1953, while that of the textile industry as a 
whole increased from 4.6 percent to 5.2 percent in the same period. 

Total net operating profits of the same firms declined from 
$1,210,000 in 1950 to $863,000 in 1952, and to only $273,000 in 1953. 

But the full picture is more serious. Six out of 20 firms had net 
operating losses. An additional 3 had profits of less than 1 percent 
of net sales in 1953. An additional 7 firms went out of business; and 
presumably each of them suffered a loss in its last operating year, 
which was 1953 for most of them. Were it possible to include the 
financial data of those firm which have gone out of business, the result 
would probably show a net loss for the entire industry in 1953, and 
unquestionably in 1954. 

Loss market: Such corporate mortality, unemployment, and finan- 
cial loss indicates the loss of a market. Production of the industry’s 
principal product, wool handwear, dropped from 1,900,000 dozen pairs 
in 1949 down to 575,000 dozen pairs in 1954. 

Import prosperity: As the American industry declined, importers 
enjoyed ever-increasing prosperity. Wool handwear imports jumped 
steadily each year, from 32,000 dozen pairs in 1946-48 to an estimated 
1,200,00 in 1954, a constantly ascending increase from 1 percent to 
68 percent of the total market in that period. ® 

No mystery: The staggering success of imports at the expense of 
the American industry should pose no mystery. It is compounded 
from a simple formula. The high percentage of labor in producing 
a glove makes its manufacture vulnerable to low wage competition. 
Wages in this American industry average $1.13 an hour. In our 
Japanese counterpart, wages average 11.6 cents an hour. This is the 
differential which the Tariff Act is supposed to offset, but it is the 
very factor which H. R. 1 would exploit. The provisions of the 
proposed bill would foster further tariff rate cuts and give the execu- 
tive branch even greater latitude in exercising powers which were 
originally meant for Congress, under article I, section 8, of the 
Constitution. 

Significance: This industry has unwittingly served as a pilot plant 
for the rest of the textile and clothing industry. A study of our case 
history proves that those industries producing the hundreds of prod- 
ucts on the Japanese trade agreements bargaining list may validly 
fear the effects of H. R. 1. 

I might add at this point it was included in the remarks submitted 
in writing for the record by Congressman Kearney, that two of the 
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products of this industry are important to national defense. They 
are listed as essential by the Quartermaster General. One is the 
woolen insert and the other is the mitten insert. They both rank 
number 5 and 11 respectively, on the quartermaster’s list of essential 
clothing for class A troops operating in the forward lines. 

The quartermaster has further certified through its research and 
development branch that there is no other product to take the place 
of these two items. There is no other industry which makes them. 
There is no substitute available in the foreseeable future. 

Now, gentlemen, before I make a final recommendation, I would 
like to say that this skeleton outline of facts was developed from the 
minority report of the Tariff Commission. The opinion of Chair- 
man Brossard, in the escape-clause investigation, No. 35, which covered 
this industry. 

I wonder, Mr. Chairman, if I might submit Dr. Brossard’s opinion 
to be incorporated in the record of this meeting today. 

The Cuarrman. Without objection, it is so ordered. 

(The statement is as follows :) 


Woo. GLOVES AND MITTENS AND GLOVE AND MITTEN LININGS OF WOOL—DISSENTING 
VIEWS OF COMMISSIONER BROSSARD, UNITED STATES TARIFF COMMISSION 


I, Edgar B. Brossard, dissent from the finding and conclusion of the majority 
in this investigation. In my opinion, wool gloves and mittens and wool glove 
and mitten linings covered by this investigation are being imported in such 
increased quantities as to cause serious injury to the domestic industry produc- 
ing like or directly competitive products and as to threaten the continuance of 
such serious injury ; and therefore a recommendation to the President for appro- 
priate action to remedy this serious injury is warranted. This conclusion is 
based principally upon the following considerations. 


PRINCIPAL CONSIDERATIONS BEARING ON THE VIEWS OF COMMISSIONER BROSSARD 


1. Domestic wool gloves and mittens and glove and mitten linings of wool are 
like and directly competitive with the imported articles 


Most of the imported wool gloves and mittens and, according to available in- 
formation, all imported glove and mitten linings come from oriental countries, 
chiefly Japan and Hong Kong. Many of the early imports of gloves from Japan 
were cheap imitations of the better qualities of the domestic gloves. To a large 
extent, the Japanese (and later Chinese) gloves imported in the 1930's became 
“basement” items; that is, because they were cheap they were sold in the base- 
ment departments of large stores instead of in the regular glove departments. 
Hence, in the late 1930’s the cheaper qualities of domestic gloves which previ- 
ously had stocked the basement departments were displaced by oriental gloves. 
Even in the 1930’s some of the oriental gloves were comparable in quality to the 
better domestic gloves and as they were landed in the United States at costs 
considerably below those of domestic gloves, these better quality imported gloves 
also offered severe and injurious competition to the domestic industry produc- 
ing wool gloves and mittens.’ 

The types of gloves currently (1954) being imported from Japan and Hong 
Kong are better styled and more carefully constructed than were the prewar 
oriental gloves. They now displace large quantities of domestic wool gloves in 
the regular glove departments as well as in basement departments, in chain 
Stores, and in the offerings of mail-order houses. The low prices at which the 
oriental gloves are sold both wholesale and retail account for much of this dis- 
placement. 

With changes in the duties chargeable on different classifications of wool 
gloves and mittens, importers ordered changes in the embellishment or construce- 
tion of the oriental gloves solely for the purpose of entering them at the lower 
tariff rates; these changes were in most cases slight and this did not materially 


_1U. 8. Tariff Commission, Report to the President, Wool Knit Gloves and Mittens, Rept 
No. 108, 2d series, 1936. 
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change the character of the gloves nor affect their competition with domestically 
produced gloves. Actually, therefore, the differences between the gloves entered 
under one tariff classification or another are purely legal technicalities. The 
gloves and mittens imported under the various classifications are commercially 
interchangeable with each other and with domestic gloves and mittens without 
regard to differences in embellishments or construction. The domestic industry, 
therefore, is seriously injured by the large importation of these gloves and mittens 
sold at prices which the domestic manufacturer cannot meet. The trends in 
production, importation, and prices of wool glove and mitten linings, and the 
competition from imports has been similar to those of wool gloves and mittens. 

The claims of importers that the oriental gloves (from Japan and Hong Kong) 
do not compete with the domestic gloves because the imported gloves are lighter 
weight, have different types of embellishments from the domestic gloves, and 
sell in lower price ranges, is controverted by a large number of letters from 
wholesalers who have handled both domestic and imported gloves. These letters 
were offered as an exhibit at the Commissioner’s hearings and a few were read 
into the record. A letter from one of the largest distributors of gloves stated :? 

“* * * knit wool gloves and mittens, regardless of weight, price or embellish- 
ments, compete directly with one another whether they are imported or domes- 
tically made.” 

Another letter from a distributor stated :* 

“The similarities between imported wool gloves and domestic wool gloves are 
such that it is difficult at times to tell the difference except by the label and the 
price.” 

Still another distributor wrote :* 

‘“* * * the imported goods, particularly some of the recent shipments, are very 
good looking, but there is such a difference in price it is making it almost impos- 
sible to sell domestic-made goods.” 

In one letter after another it was reported that the imported gloves compete 
directly with the domestic gloves, and many distributors stated that reluctantly 
they were increasing their orders for Japanese gloves at the expense of orders 
for domestic gloves. An exhibit offered at the Commission’s hearing showed 
that a mail-order house in 1951 listed 5 styles of domestic and 2 of imported 
gloves; in 1952, 3 of the domestic gloves and 8 of the imports; in 1953, 4 of the 
domestic gloves and 14 of the imports; and in 1954, one sole domestic glove and 
12 imported gloves. 

The consumer is really the focal point of competition. Study of the trade in- 
dicates that the consumer usually does not care whether a multicolor design 
on a glove is made wholly on a machine, or partly on a machine and partly 
with some imitated machine stitches added by hand, or whether a design is 
actually embroidered or whether it is made separately to resemble embroidery 
and is subsequently appliqued to the glove. The consumer will purchase on the 
basis of color, style, and price, with little interest in methods of producing a 
multicolor design or scant attention to a fraction of an ounce difference in the 
weight of the glove. 

For some time, plain-color wool gloves have been in vogue. Even persons 
familiar with wool gloves cannot readily observe differences between a plain- 
color domestic and a plain-color oriental glove. The gloves made in Japan or 
Hong Kong, however, generally undersell the domestic gloves by a substantial 
margin. Many of these plain-color gloves are made in tuckstitch (pineapple 
stitch) throughout. A wide cost difference exists between the oriental and the 
domestic gloves made entirely in tuckstitch. This will be elaborated in a sub- 
sequent section. 

The difference in weight between the typical domestic glove and the typical 
oriental glove is about 2 ounces per dozen pairs. Probably not 2 purchasers in 
10 would notice a Ye ounce difference between two gloves on the same counter, 
and probably in not 1 sale in 10 would choice be governed by such a difference 
in weight. 

2. Downward trend in ratio of net operating profit to net sales 


The domestic manufacturers whose primary products are gloves and mittens 
and glove and mitten linings in chief value of wool have suffered serious injury 
as a result of imports; the threat of injury from imports at the current conces- 
sion rates is considerably greater than even the serious injury already suffered. 


2 P. 50 of the transcript of the hearing held September 14, 1954. 
3P. 53 of the transcript of the hearing held September 14, 1954. 
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One of the criteria of injury established in section 7 of the Trade Agreements 
Extension Act of 1951, as amended, is a decline in profits. That the industry has 
suffered a marked decline in profits is clearly evident from the data compiled from 
the replies of individual producers to the Tariff Commission’s questionnaire. 

In the investigation the Commission obtained information on the financial ex- 
perience in the years 1949-53 of 15 domestic concerns whose major business con- 
sisted of the production of wool gloves and mittens, and which together have gen- 
erally accounted in recent years for a large part of the total domestic production 
of wool gloves, mittens, and linings. The information indicates that in the years 
covered the total net operating profits of the 15 concerns on wool gloves and mit- 
tens and glove and mitten linings répresented the following percentages of the 
total value of sales of these articles by the concerns: 11.4 in 1949, 12.8 in 1950, 8.5 
in 1951, 6.1 in 1952, and 2.9 in 1953 (see table 10, statistical appendix to this re- 
port). The incomplete information available for 1954 makes it practically cer- 
tain that the domestic industry producing wool gloves and mittens and wool glove 
and mitten linings has been less profitable in 1954 than it was in 1953. 

In every one of the years from 1949 to 1953, during which domestic profits 
were declining, imports were rising. From 320,000 dozen pairs in 1949, imports 
of wool gloves and mittens increased to an all-time peak of 1,111,000 dozen pairs 
in 1953. The volume of imports relative to domestic production wiil be discussed 
later, but it should be noted at this point that concurrently with the decline in 
the profits of domestic producers not only did imports increase but they in- 
creased so sharply that the ratio of imports to domestic production rose from 
17 percent in 1949 to 47 percent in 1950 and to 66 percent in 1953 (see table 5). 
The two postwar years in which the ratio of imports to domestic production did 
not rise (1951 and 1952) over that of the previous year was a period in which 
production was increased by an all-out effort of the domestic industry to supply 
military requirements during the Korean conflict (see Government orders in 
table 6). It is noted, however, that in the 2 years marked by exceedingly large 
Government orders, the profits of the domestic industry were smaller in ratio to 
net sales (and in 1952 in actual dollars) than they were in the two preceding 
years (1949 and 1950) when Government procurement of wool gloves, mittens, 
and linings was comparatively small (table 10). 

The injury to profits of the domestic industry was more serious than just the 
decline in ratios recited above would demonstrated. In the first place, although 
the combined financial data of the 15 reporting producers showed an average net 
operating profit equivalent to 2.9 percent of net sales in 1953, 6 of those firms 
had net operating losses and an additional 3 firms had net operating profits of 
less than 1 percent of net sales of wool gloves, mittens, and linings in that 
year. In the second place, the Commission was unable to obtain financial data 
from all firms whose primary products had been wool gloves and mittens before 
1954. In July and August 1954, when these data were collected, some of these 
firms were not operating; they had no office staffs to compile the complicated 
financial data in the form requested or their records for past years were in 
storage warehouses and could not have been obtain in time (if at all) for ineclu- 
sion in the Commission’s analysis. Presumably each of those firms suffered a 
loss in its last operating year, which was 1953 for most of them. Were it possible, 
therefore, to include their financial data with those of the 15 respondent firms, 
the result would undoubtedly show a steeper decline in profits than is shown by 
the Commission's figures; indeed, it would probably show a net loss for the 
industry in 1953. 


$. Decline in profits of domestic wool glove and mitten industry not in accord 
with trend of profits in the textile industry as a whole and largely attrib- 
utable to increased imports 


Although 1953 is sometimes referred to as a depressed year in the entire textile 
industry, the producers of wool gloves, mittens, and linings fared much worse 
than the textile industry as a whole. The ratios of net operating profits to net 
sales for textile mill products was 5.2 percent in 1953* or nearly twice the 2.9 
percent net operating profit of the 15 wool glove and mitten manufacturers still 
operating in 1954 and able to report their financial data to the Commission. Nor 
was the trend of profits the same for this industry as for the textile industry in 
general; the ratio of net operating profit to net sales of the textile industry as 
a whole increased from 4.6 percent in 1952 to 5.2 percent in 1953: that of the 
reporting wool glove and mitten manufacturers declined from 6.1 percent in 1952 


* From reports of the Federal Trade Commission. 
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to 2.9 percent in 1953. In money figures, total net operating profits of the 15 re- 
spondents declined from $1,210,000 in 1950 to $863,000 in 1952 and to only $273,000 
in 1953. Obviously the huge volume of imports in 1953, offered at lower prices 
than domestic manufacturers of wool gloves, mittens, and linings could meet, 
bore down heavily on the profits of the domestic industry and was a major cause 
of the decline. 

At the very time that the profits of domestic producers of wool gloves and 
mittens were declining, imports of wool gloves and mittens under the present 
concession rates were rising—from 699,000 dozen pairs in 1951 to 913,000 dozen 
pairs in 1952 and to 1,108,000 dozen pairs in 1953 (appendix, table 2). 


4. Profits in 1953 too small for successful operation of a once-a-year turnover 
business 


Some industries which, because of continuous demand, can turn over their 
working capital several times a year, operate successfully on profits which are 
low relative to sales. Obviously producers of wool gloves, mittens, and linings 
have but one turnover a year. A low operating profit on one turnover a year 


would provide inadequate reserves for experimentation, development, and re- 
newal of equipment. 


5. Downward trend in employment 


Downward trends in employment and wages are also specified in section 7 
as criteria of injury to the industry. The data collected on these points by the 
Commission through questionnaires, like the financial data, could not be obtained 
from those firms whose operations had ceased. Decline in employment in this 
industry was attested at the Commission’s hearing by a representative of the 
New York State Department of Commerce.® 

He stated that 62 percent of the employees in the industry in 1949 worked in 
New York State. He also presented an exhibit showing, by months, the number 
of persons employed in the knit-glove mills of New York State for the years 
1949-53. The monthly average in 1953 was 1,823 persons, a decline of nearly 
20 percent from the 1949 average; 1949 was a year of small Government orders 
but of substantial imports. 

I refrain from dwelling upon the decline in employment between 1952 and 
1953 (nearly 40 percent). The disastrous situation in 1954 is disclosed in an 
exhibit in the brief of the American Knit Handwear Association ; employment in 
the entire industry, according to that statement, declined nearly 58 percent in the 
first 6 months of 1954 compared with the similar period of 1953. The first 6 


months, obviously, were too early for “unseasonably warm weather” to have 
affected employment. 


6. Downward trend in production concurrent with a sharp rise in imports, 
especially imports under present concession rates 


Section 7 further establishes as criteria of injury (1) a downward trend in 
production, (2) an increase in imports, and (3) a decline in the proportion of the 
domestic market supplied by domestic producers. That the domestic industry 
producing primarily wool gloves, mittens, and linings has been seriously injured 
by increasing imports is demonstrable from the much slower progression of 
domestic production than of imports and from the acutely rising trend in the 
share of the United States market preempted by imports. 

In analyzing trends on the basis of annual data, some knowledge of the his- 
torical facts relating to these data is a prerequisite for selecting a normal 
period as a point of reference. The data in appendix table 5, showing produc- 
tion, imports, and the total quantity available for consumption, begin with 
1934. Actually at that early period, before Japanese goods had entered the 
United States market in quantity, 1934 was a fairly normal year, but relative 
to any later year before World War II or to recent postwar years, imports in 
1934 were very small. I therefore shall not use 1934 as a normal year. About 
that time, however, domestic manufacturers began experiments in styling their 
wool gloves and mittens, which previously had been merely work-a-day and 
school-time merchandise. The results of their efforts were a simultaneous 
broadening of their own market and an unintended invitation to importers to 
seek Japanese reproductions of the domestic gloves. So successful was the 
importers’ quest that total imports rose from 63,000 dozen pairs in 1934 to 533,000 
dozen pairs in 1935. Imports in 1935 were equivalent to 60 percent of the 
increased domestic production. Most of the imports were from Japan and 


5 Transcript of the hearing, September 14, 1954, p. 171. 
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the Japanese gloves, all entered through the United States customs at a foreign 
value less than $1.75 per dozen pairs, were marketed at prices with which it 
was impossible for the domestic manufacturer to compete. 

Domestic production declined in 1936. In the meantime, the Tariff Commission 
instituted a cost-of-production investigation under section 336 of the Tariff Act 
of 1930, following which a proclamation by President Franklin D. Roosevelt, 
effective March 1936, increased the duty on wool gloves and mittens of the types 
and prices then being imported to equalize the difference in the cost of pro- 
duction between the United States and Japan, and thus to give the domestic 
producers a more nearly equal opportunity to sell in this United States market. 
The duty was increased by establishing the “American selling price’* as the 
basis for assessment of the ad valorem part of the compound duty (40 cents a 
pound and 35 percent ad valorem). The cost differential found in that in- 
vestigation will be referred to later. 

Imports were even larger in 1936 than in 1935, partly as the result of a 
rush to enter the gloves before the duty was increased and partly because the 
increased duty was ineffective in restricting the imports of wool gloves—addi- 
tion of a few stitches of embroidery to the gloves took them out of the classi- 
fication on which the increased duty was chargeable as a result of the Presi- 
dential proclamation under section 336 of the Tariff Act. Prewar annual 
consumption cannot be gaged by the quantities available for consumption in 
1935 and 1936 as shown in table 5 for the reason that the success of some 
glove importers inspired other importers who had no technical knowledge 
of gloves. Many in this latter category imported in 1935 and 1936 any wool 
gloves that they could purchase in the Orient. Much of the quantity entered 
by them, often in unboxed bales, proved practically unsalable. 

Averages of the data for the last 3 prewar years, 1937-39, therefore, will be 
taken as the point of reference in the following discussion of trends. In that 
period, the annual average quantities of wool gloves and mittens were 755,000 
dozen pairs produced domestically and 252,000 dozen pairs imported, or an 
annual average of 1,007,000 dozen pairs available for consumption, of which 
imports supplied 25 percent. 

By 1938 the Japanese economy was on a war basis and only reduced quantities 
of wool yarn were available to produce wool gloves for export. China then 
became the leading supplier. In 1940 the importation of wool gloves and mittens 
from China was so large that the Tariff Commission ordered a second cost-of- 
production investigation which, because of conditions in a world at war, was 
later dismissed without prejudice. 

In the immediate postwar years 1946-48 imports were negligible and the 
domestic industry accounted for virtually the entire quantity available for United 
States consumption, which averaged 2,347,000 dozen pairs annually in those 3 
years. By 1949 the Japanese industry was beginning to recover and total im- 
ports of wool gloves and mittens in that year were considerably greater than the 
average for the years 1937-39. (See appendix, table 5.) Imports more than 
doubled the next year and increased each succeeding year to the extremely large 
quantity of 1,111,000 dozen pairs in 1953 (equivalent to 66 percent of produc- 
tion) ; of the imports in 1953, those entered at concession rates totaled 1,108,000 
dozen pairs (appendix, table 2). 

Compared with the prewar period, 1937-39, therefore, imports in 1953 had 
increased over fourfold; but domestic production, totaling 1,673,000 dozen pairs 
in 1953, had only slightly more than doubled. Imports provided 40 percent of 
the total United States market in 1953 as compared with 25 percent in 1937-39. 
The ratio of imports to domestic production rose to an equivalent of 66 percent 
in 1953 from 33 percent in 1937-39. 

The unusually warm weather in most parts of the United States during the 
months of October-December 1953 is advanced as a reason for the decline in 
domestic production in 1953. Actually, warm weather during the retail selling 
season, which is October-December, is too late to affect domestic production for 
the respective year substantially; it affects only reorders of domestic producers. 
Reorders after October are never likely to total 600,000 dozen pairs, or the 
equivalent of the decline between the annual average domestic production in 
1946-48 and domestic production in 1953. 

Production in 1953 therefore, represents virtually the entire quantity of orders 
that the domestic industry would have received even if the selling season had 
been normally cold. The domestic industry, however, which supplied almost 


® As defined in sec. 402 (g) of the Tariff Act of 1930. 
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the entire market for an annual average of 2,300,000 dozen pairs in 1946-48, was 
called upon to supply only 1,673,000 dozen pairs out of the larger total market 
of 2,784,000 dozen pairs in 1953; the remaining 1,111,000 dozen pairs (1,108,000 
dozen pairs entered at concession rates) were supplied by imports competing 
with the domestic gloves on the basis of price. It follows that the contention 
that increasing imports do not seriously injure the domestic industry because 
they supply a market which they have created cannot, for any large part of the 
imports, be substantiated by the facts. 

As already indicated, over 95 percent of all the imports of wool gloves and 
mittens have in recent years entered under trade-agreement concession classifi- 
cations. Imports of wool gloves and mittens under the present concession rates 
totaled 699,000 dozen pairs in 1951, 913,000 dozen pairs in 1952, and 1,108,000 
dozen pairs in 1953. Some of the concession rates under paragraph 1529 (a) 
covering gloves other than embroidered were established January 1, 1948, but 
gloves were not specially mentioned in these concessions. 

Importers did not at first discover the possibility of utilizing these concession 
rates for the importation of wool gloves. Therefore, the first substantial im- 
ports of gloves under these classifications occurred in 1951. Imports from the 
Orient under the present concession rates of paragraph 1529 (a) increased from 
421,000 dozen pairs in 1951 to 575,000 dozen pairs in 1953 and those under con- 
cession rates of paragraph 1114 (b) (gloves having foreign values over $1.75 per 
dozen pairs) increased even more sharply, from 219,000 dozen pairs in 1951 to 
384,000 dozen pairs in 1953. 

It is argued by some that the domestic industry has not been seriously injured 
by imports at tariff concession rates because such imports simply replace imports 
which formerly entered under other classifications. It should be observed that 
the imports under concession classifications totaled 1,108,000 dozen pairs in 
1953, whereas the largest total quantity ever imported during 1 year under 
noneconcession rates of duty was 616,000 dozen pairs in the abnormal year of 
1936. With about one-half million dozen pairs more entered under concession 
rates in 1953 than were ever entered in 1 year under nonconcession rates, in- 
creased entries under concession classifications could scarcely be regarded as 
more substitutions for imports in classifications not subject to concession rates. 


7. Inability of the domestic industry to retain its former share of the market 


Still another argument which has been advanced against a finding of serious 
injury to the domestic industry is that the industry doubled in size because of 
wartime and immediate postwar conditions and that the recent and prospective 
contraction of the industry’s output represents only a readjustment to normal 
conditions. 

I cannot accept this view and do not believe that it is in accord with the 
intent of section 7 of the Trade Agreements Extension Act under which this 
investigation is conducted. That section clearly contemplates that a substantial 
decline in the industry’s share of the domestic market is a factor in determining 
whether serious injury has been suffered by the industry. With the United 
States postwar market for wool gloves considerably more than twice the size 
of prewar years, it is not reasonable to regard the domestic industry as not 
seriously injured when it has been forced in unequal competition to yield a 
larger and larger part of its market to imported wool gloves. 

In connection with the point referred to in the preceding paragraph, it may 
be mentioned that the postwar expansion of the United States market for wool 
gloves is not, in the main, attributable to the efforts of importers. Importers 
have argued that United States consumption of wool gloves was increased by the 
introduction of lighter weight and cheaper imported gloves which the importers 
allege could be sold in warmer areas and to lower income groups than the 
domestic gloves. I shall not attempt to elaborate on all the circumstances which 
have promoted an increase in the United States market for wool gloves (in- 
crease in population, in national income, in styling, in merchandising, and other 
factors) but attention is directed to the fact that whereas the annual prewar 
market, 1937-39, averaged about 1 million dozen pairs, the market in 1948, a 
relatively depressed year throughout the country and a peacetime year, called 
for approximately 2 million dozen pairs of domestic gloves. 

The imported gloves did not create any part of the enlarged market and the 
domestic industry supplied all of it. Yet the domestic industry had orders for 
less than 1,700,000 dozen pairs of wool gloves in 1953, a year in which competition 
from imports of wool gloves and mittens was the most severe ever experienced. 





TRADE AGREEMENTS EXTENSION 1879 


It may further be observed that the domestic industry has been able to retain 
as much of the market as it has only on account of circumstances that cannot be 
expected to continue indefinitely. Chain stores, mail-order houses, and whole- 
Salers, when they obtained Japanese gloves more cheaply than domestic gloves 
did not suddenly discontinue marketing domestic gloves. Many of the distribu- 
tors had long and mutually agreeable associations with their domestic sources 
of supply. They could depend upon timely delivery, exact sizing, and styles 
according to contract. They could ask for special packaging and special types 
of shipments, and they could obtain reorders of selected designs in the time 
required for manufacture. They were not at first sure of obtaining these services 
from importers of Japanese goods; moreover, they felt a sense of loyalty to their 
domestic suppliers. Importers who are experienced glove men and who carry 
stocks in the United States have year by year offered more of these services to 
distributors with the added attraction of considerably lower prices. As some 
distributors began to carry the Japanese (and Hong Kong) gloves, much lower 
ae than the domestic gloves, others have felt the commercial pressure to do 
the same. 


8. The preconcession rate of duty was proclaimed by President Roosevelt under 
flexible provision of tariff act 

The cost-of-production investigation by the Tariff Commission in 1935-36, 
under section 336, found the costs of foreign gloves so much lower than that of 
domestic gloves as to require the maximum possible increase in duty under that 
law based on the American selling price; and evidence indicates that that cost 
difference is even greater today. 

In 1935-36 the cost of the domestic gloves was found to be approximately 
2% times the cost of like or similar Japanese gloves landed (but not duty paid) 
in the United States. Considering the subsequent rise of the wage level in 
the United States and the craft character of this industry which requires manual 
operations unadapted to automatic machinery, no reason exists to assume that 
the cost differential between the domestically produced glove and a similar glove 
produced in Japan has narrowed since 1936; instead, the differential undoubtedly 
has widened. 

The hourly earnings in Japan in 1953 in the segment of the textile industry 
described as apparel and related products averaged 11.6 cents;‘ the average 
hourly earnings in the domestic wool-glove industry was $1.13, or nearly 10 times 
the Japanese earnings. 

In this craft industry the most expensive operations, fingering and closing 
are largely performed by hand. Obviously, American women can never be 
10 times as dextrous as Japanese women. The cost difference for these two 
operations is accentuated in the manufacture of tuckstitch gloves, now very popu- 
lar, because considerably more labor is required in fingering and closing tuck- 
stitch gloves than in gloves knit in the regular stitch. 


9. Prices of domestic wool gloves and mittens forced downward by import 
competition 

Under section 7 the trend of domestic prices is to be considered in deter- 
mining the question of injury to the domestic industry. Prices of domestic 
gloves declined iu 1952 along with a decline in wool prices; despite a leveling 
of wool prices in 1953 and 1954, however, the prices of wool gloves continued to 
decline in those years. Obviously, they were affected by the prices at which 
competing imported gloves were obtainable. Despite the rapid rise in orders 
placed with Japanese manufacturers of wool gloves, the Japanese prices have 
diminished year by year. In the United States the importers of Japanese 
gloves seem to be competing severely with one another; they have continued to 
lower their prices and to price their gloves considerably below the prices of 
domestic gloves similar in description and appearance; in 1953 their prices were, 
roughly, 25 to 30 percent lower than the domestic glove prices. 

The largest size group of wool gloves sold, either domestic or imported from 
Japan, are women’s gloves, which, in 1953, were 35 percent and 51 percent of the 
respective totals reported to the Commission (appendix, table Il). They are 
chiefly all-wool worsted gloves. About 55 percent of these domestic gloves 
sold at $10 to $10.25 per dozen pairs and 85 percent of these oriental gloves sold 
at $7 to $7.25 per dozen pairs; in fact, the price of the domestic gloves began 


_7U. 8. Bureau of Labor Statistics, Division of Foreign Labor Conditions, prepared from 
Yearbook of Labor Statistics, 1953, issued by the Japanese Ministry of Labor. 
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about where the price of the oriental gloves stopped.* The oriental gloves ranged 
in price from about $7 to $10.25 (only 1.4 percent were $9 and over) and the 
domestic gloves ranged from $9 to over $10.25 and 24 percent were in the over 
$10.25 range. 

The price of women’s typical all-wool worsted domestic gloves, which sold 
per dozen pairs for $10.43 in 1952, declined to $10.20 in 1953 and to $9.66 in June 
1954. All prices here quoted are the prices of either the domestic producer or 
the importer to the wholesaler as reported to the Tariff Commission. 


10. The wool-glove industry localized in small labor-surplus communities 

The manufacture of wool gloves, mittens, and linings is chiefly located in 
small towns and small cities where the employment offered constitutes an impor- 
tant part of the economic life. Five of the old-line firms are located in the 
Gloversville-Johnstown, N. Y., area declared in the staff papers presented to 
the Commission on Foreign Economic Policy (February 1954) to be a labor- 
surplus area. Fulton County, where these producers are located, is known as 
the glove county, not only because of the wool-glove production in that area but 
because it is one of the most important centers of leather-glove production. 
Wool-glove manufacture, however, represents a significant part of the total 
United States output of dress and semidress gloves, roughly, nearly 30 percent 
of the total. In years of large output for the armed services the ratio to the 
total is even higher. 


11. The domestic wool-glove industry in relation to defense 


Wool gloves, it should be noted, rank high on the quartermaster’s procurement 
list of strategic needs. To some extent the wool-glove industry in defense plan- 
ning bears a resemblance to the watch industry. Wool gloves and mittens of 
special design are absolutely essential to the military and the dissipation of the 
organizatious having the particular skills required for wool-glove production 
could cause serious delay in procurement. Experienced management and skilled 
workers (long training as well as special aptitudes are required to achieve the 
skill), not machinery, are the key to the production of wool gloves and mittens. 


12. The human element in glove industry important 


In an industry as small as that producing primarily wool gloves, mittens, and 
linings the human element occupies a particularly conspicious position. The 
position officials in all of these firms are: (1) Men who have devoted their 
lifetime to the business and to the affairs of their communities (most of them 
know all their operatives by name), (2) men who were employees of these 
old-line establishments and in time of expansion opened their own plants, or (3) 
men of European birth who have sought to employ their talents in this country. 
Two of the old-line concerns, 1 at Rensselaer, N. Y., and 1 at Nashua, N. H., 
were not operating in 1954; several of the firms started by former employees 
of the old-line firms had closed their doors by 1954; and at least 2 of the 
men of European birth had gone out of this business before 1953. 

13. Prospects worse for 1955 than for 1953 or other prewar years 

According to testimony of a representative of the wool-glove industry given 
before the Commission during the trade-agreement hearings in December 1954, 
all of the products of this industry are adversely affected by import competition. 
The other important products are cotton and nylon seamless gloves (made in a 
similar manner to wool gloves) and tubes for slipper socks, in the production 
of which relatively few of the industry’s skills are needed. 

This testimony continues to state that as a result of the large volume of 
imports from low-wage sources, principally Japan, the industry is operating 
today (1954) at the lowest ebb in its history and that plant by plant this 
is the case. About one-third of the companies in operation in 1953 were closed 
in 1954, the testimony continues, and a number of others are marking time 
prepared to liquidate depending on the outcome of the wool-glove and cotton- 
string glove investigation before the Commission. 

The industry is now on the threshold of a new business year. Within the 
next few weeks the mills must plan their designs and produce their samples for 
the 1955 season. How many even of the old-line (prewar) producers will 
undertake 1955 production in the face of stepped-up competition from Japanese 
gloves is highly problematical. Evidence shows that the industry suffered 
considerably more in 1954 than it had even in 1953. All indicators point to an 





®* Prices reported for the best selling types of both imported and domestic gloves. 
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approximate decline of 40 percent in domestic production in 1954, but to a decline 
in imports of only slightly more than 13 percent.’ 

Therefore, not only is serious injury to the domestic industry immediate and 
present but the threat of future injury exceeds that currently suffered. 

14. Conclusions 

In the Tariff Act of 1930 Congress specifically provided protection for the do- 
mestic wool glove and mitten industry and presumably considered this industry 
worthy of survival. When in 1935 wool gloves and mittens from oriental sources 
threatened the destruction of this industry, another protective measure, section 
336 of the Tariff Act, provided by Congress was utilized to protect the indus- 
try. This defensive measure might have been effective had it not been for the 
vagaries of tariff classification which enabled importing interests, by having 
foreign gloves slightly embellished, to defeat the remedy intended by the action 
of the President under section 336. 

Notwithstanding this situation, tariff concessions were granted on wool gloves 
and mittens as a result of which still more favorable conditions of importation 
were created, and with the revival of oriental production of wool gloves and 
mittens the domestic industry was subjected to this renewed and even more de- 
structive oriental competition. 

It is evident, therefore, that the present situation in which the domestic indus- 
try finds itself is not one in which an industry has had a long period of excessive 
tariff protection and is now complaining because of the loss of some of its busi- 
ness as a result of tariff concessions. 

The industry involved is one which had had to wage a continuous battle to sur- 
vive against imports of wool gloves and mittens from oriental sources, and the 
measure of relief which it seeks is not such as to exclude all competition from 
oriental gloves but to be given a reasonable chance to participate in the American 
market for its product. 

Under the circumstances and in the light of other factors outlined above, 
it seems to me clear that a finding of serious injury of the domestic industry from 
increased imports and a recommendation for modification of the concessions 
involved would have been in order. 


Mr. Moss. Our recommendation, of course, Mr. Chairman, would be 
that H. R. 1 not be enacted. 

The Carman. Does that complete your statement ? 

Mr. Moss. Yes, Mr. Chairman. Thank you. 

The Cuatrman. Thank you for your appearance and the informa- 
tion given the committee. 

Mr. Eberharter, of Pennsylvania, will inquire. 

Mr. Esernarrer. I have seldom commended a witness for his testi- 
mony. However, I want to say that because of the shortness of your 
statement and the clarity with which it sets forth your problem, your 
statement was very effective. 

Thank you very much. 

Mr. Moss. I appreciate that. 

The CHairmAna Mr. Reed of New York will i inquire. 

Mr. Reep. Do you export many of your products ? 

Mr. Moss. We have no export market and never have. 

Mr. Reep. During this time your imports were equal to 101 percent 
of your production in 1950, 114 percent in 1951, and 119 percent in 
1952, 161 percent in 1953. Is that about right? 

Mr. Moss. That is about right; yes, sir. 

Mr. Reep. You are another small industry that is being sacrificed 
to pay for exports of automobiles and some other large machinery ? 

Mr. Moss. Yes; we practically have been sacrificed. 

Mr. Reep. Thank you. 


®*The percentage of decline in imports is based on the official Japanese trade statistics 
for January—October 1953 and 1954. 
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The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 


(The following letter was submitted for the record :) 


AMERICAN WooL GLOVE IMPORTERS ASSOCIATION, INC., 


New York 17, N. Y., February 8, 1955. 
Hon. JERE Cooper, 


Chairman, Committee on Ways and Means, 
House of Representatives, House Office Building, 
Washington, D. C. 

Dear Str: It has come to our attention that a representative for the American 
Knit Handwear Association testified before your committee against the passage 
of H. R. 1. Press reports indicate that the testimony was the usual rehash of 
old material, claiming that the domestic knit glove and mitten industry was 
being virtually wiped out by “slave labor” imports. 

It is not our intention to burden your busy committee with a detailed factual 
rebuttal. We merely wish to call to your attention the fact that this same 
group applied in 1954 to the United States Tariff Commission for relief under 
section 7, the escape-clause provision of the Trade Agreements Act of 1951. After 
the most thorough investigation and hearings by the ‘Tariff Commission, a deci- 
sion was handed down on December 28, 1954, on investigation No. 35 by a vote 
of 5 to 1 against any withdrawal of the modified rates of duty. 

The majority decision in this case is called to the attention of your committee. 
In very strong terms the decision supported the importers’ case and rebutted 
every point raised by the American producers. 

Yours respectfully, 


HERMAN Gross, Chairman. 


The CHarrman. The witness is Mr. Frederick Dixon. Mr. Dixon, 
are you here? 


STATEMENT OF FREDERICK DIXON, PRESIDENT OF THE AMALGA- 
MATED LACE OPERATIVES OF AMERICA, LEVERS SECTION, 
NORRISVILLE, PA. 


The CuatrmMaAn. Will you please give your name, address, and the 
capacity in which you appear. 

Mr. Dtxon. Frederick Dixon, 32 North 12th Street, Norrisville, 
Pa., and I am president of the Amalgamated Lace Operatives of 
America, Levers section, a national labor union organized some 60 
years ago. I represent 98 percent of the highly skilled craftsmen en- 
gaged in the manufacture of machine-made laces. 

My appearance is motivated by the fact that as wage earners our 
employment opportunities and wage standards are dependent upon 
the economic conditions that prevail in the lace industry. Because 
lace imports are considerable in volume and as a camsequence continue 
to impose economic hardship upon our members, our interest in tariff 
legislation is borne of the necessity of self-preservation. 

We have traditionally opposed the Trade Agreements Act because 
of its damaging effect on the working lives of those employed in the 
American lace industry. I now make known our opposition to H. R. 1 
because it pursues the same inequitable trend and fails to effect sub- 
stantial and meaningful reform of present injustices. 

We have been living under the trade program and its tariff-cutting 

olicies for the past 20 years. The duty rates on numerous items have 
een cut not once, but repeatedly. This repetitious policy has enabled 
foreign nations to flood our markets with low-wage goods, and in so 
doing has brought about economic recession to many American indus- 
tries and unemployment to the labor force they employ. Notwith- 
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standing the gravity of this situation, we are now face to face with 
that familiar proposition which requires further sacrifice by a large 
segment of American industry and labor. 

There can be no disagreement that the passage of H. R. 1 will in- 
evitably increase cae be and that the heaviest burden will fall on 
those already struggling to survive. For, as imports steadily increase, 
domestic industries will continue to surrender more and more of their 
normal markets, and just as surely the job opportunities of affected 
workers will diminish. 

The members of our union are not strangers to extended unemploy- 
ment due to the impact of competitive imports. We have been hard- 
pressed many times by the importation of goods manufactured at a 
fraction of the wages paid American laceworkers. We are properly 
concerned that further lowering of tariffs will have a profound effect 
on domestic production and will continue indefinitely in the future. 

France, our principal competitor, exports about 90 percent of its 
lace production, and has the entire world for a market. The French 
lace industry, and to a lesser degree the English lace industry, pres- 
ently hold and are in a position to enlarge on a substantial share of 
the American market. ie for the American lace industry, it cannot 
compete in outside markets and must face a constant battle for sur- 
vival in its only market, the American market. 

The American lace industry holds no broad advantage in efficiency 
or equipment. Lace machines the world over arrive from the same 
source of supply. The decisive factor in the ability of foreign com- 

etitors to undersell domestic producers is the wide disparity in wages. 

or we compete against wage standards which are one-sixth in France 
and one-fifth in England of prevailing wage levels in the United 
States. It must be remembered that wages are one of the important 
costs of the manufacture of laces. Most assuredly our dwindling tar- 
iffs do not offset the advantage of lower production costs held by 
foreign countries. 

We in the Amalgamated are not narrow in our views as to the wis- 
dom of trade between nations. Moreover, we take a realistic position 
with respect to imports. But we contend with a tariff policy which 
indicates in advance its dangerous potentialities to our job security. 
In its consideration of conditions abroad, our tariff policy must give 
fair treatment to the problems of industry and labor who have cause 
to view our tariff conduct with apprehension. That policy should be 
predicated on conserving American markets for American industry 
so that employers can continue to pay wages on the basis of the Amer- 
ican standard of living. 

The American lace industry comprises some 80 manufacturing 
plants located in 9 States. The principal part of the industry, or 54 
mills in all, is concentrated in the State of Rhode Island. 

In Rhode Island, as elsewhere, the lace industry is a material asset 
to the many communities in which it is established. Or perhaps it 
would be more correct to say that the mills are an asset to their com- 
munity welfare just as long as they are permitted to operate with 
some degree of consistency. But beginning in January 1954 and 
continuing unabated through July, there occurred a decided decline 
in business activity in the lace industry which exercised a correspond- 
ing decline inemployment. For the period referred to, it is a reason- 
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able estimate that our union membership suffered an average loss in 
wages of $1,000 due to layoffs and reduced working dadatcs, This 
curtailment of ear ning capacity is not only of serious concern to Amer- 
ican workers, but a blow to the economic well- being and future of the 
communities in which they reside. On February 3, 1954, and com- 
menting on the problems that would arise from any reduction in tar- 
iffs on lace imports, Governor Roberts of the State of Rhode Island 
made this statement: 

The impact on the economy of this State by the loss of the lace industry would 
be disastrous and must be averted. We shall do everything possible to stave off 
such loss. 

Governor Roberts was expressing his concern with respect to the 
recommendation of the Randall Commission. The same statement 
could well be applied to much of Rhode Island’s industrial activity. 

For Rhode Island cannot withstand further assault on its economy. 
The trade-agreement program has long had a damaging effect on many 
of its industrial enter prises, and bears much of the responsibility for 
widespread unemployment and substantial labor surplus which has 
intermittently plagued this sector over recent years. 

In a speech delivered on May 3, 1954, President Reive of the CIO 
Textile Workers Union of America was quoted as saying: 

The ailing United States textile industry will die unless some way is found 
to compete with countries like England and Japan. Normal employment in 
the industry is 1,250,000 workers, but today the total is 900,000. One big reason 
for the decrease is that countries like England and Japan can actually produce 
textiles and sell them here at a price which our industry cannot match. The 
differences in wage rates between the domestic textile industry and foreign 
competitors makes the differences in prices. 

There is a marked similarity between Mr. Reive’s construction of 
the plight of the textile industry and the deterioration of the same 
industry in Rhode Island. Let us examine that similarity in the light 
of a few excerpts from the Rhode Island Department of Employment 
Security. 

Some 10 years ago, Rhode Island’s textile industry, which has long 
been the backbone of that State’s economy, employed i in excess of 50 
percent of the workers employed in manufactur ing industry. Work- 

ers thus employed numbered about. 70,000. 

Arriving at a more recent date, in fact September 1953, the unem- 
ployment rate in Rhode Island was nearly 5 percent. Unemployment 
in December was estimated at 28,000, representing a jobless rate of 8 
percent, which was at least double the national average for the same 
month. 

The most significant and costly drops in employment developed in 
the textile industry, where there was a difference of almost 10,000 
jobs between employment of 52,700 in the highest month, February, 
and of 42,700 at the end of the year. The most affected branch of the 
textile industry was woolen and worsteds, the largest segment of the 
industry, which was responsible for the major part of the textile losses. 
Employment in this division of the industry dropped from a high of 
20,300 in June to a low of 12,000 in December, a loss of 8,300, repre- 
senting a 44-percent decline in employment in the 6-month period. 
The decline in textiles was thus in sharp contrast with the performance 
of the remainder of the Rhode Island economy; and it appears that 
there is no prospect of a reversal of the current trend in the immediate 
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future. On the contrary, there is gathering evidence that employ- 

ment in the industry will recede to even lower levels from now on. 
The industry seems to be in for another major wave of curtailment of 
out-migration, with the almost weekly or monthly announcement of 
the ¢ ‘Josing down of one plant after another. Since this industry is 
still the largest single provider of manufacturing jobs in Rhode Island, 
these drastic cuts in its employment, without as yet a sufficient offset 
from expansions in other industries, have had a seriously dislocating 
effect on the entire economy of the State. 

Further deterioration struck a heavy blow at the economy of Rhode 
Island in 1954. As operations of the textile industry diminished, the 
previous normal working force of 70,000 was reduced to approxi- 
mately 38,000. U nemploy ment reached a high level of 46,500, a 
monthly average of 40,000, which represented a ratio of unemployment 
to labor force of 11 percent for the entire year. 

There are those who make light of the charge that injury has been 
inflicted on American industry ‘and refuse to contemplate that a freer 
trade program will undermine the jobs of American labor. But the 
facts declare otherwise. The situation in Rhode Island is not un- 
common. It has been portrayed because the bulk of the lace industry 
is located in that State, and to point out that the operation of the 
trade program has had a definite detrimental effect upon the econ- 
omy of Rhode Island. 

We believe that the cutting of our tariffs has been carried too far. 
The claim that United Stats tariffs are a barrier to fair and reasonable 
imports cannot be justified. When rated against the trade policies 
of other nations the United States is a low-tariff country. 

Furthermore, it would be consistent with justice to acknowledge 
the criticisms which have been directed against the escape clause of 
the Trade Agreements Act and to effect legislation which will afford 
prompt relief to industries suffering injury. 

For the foregoing reasons, which have been set forth with the hope 
of protecting our employment, we oppose the passage of H. R. 1 

The Cuamman. Does that complete your statement, Mr. Dixon ¢ 

Mr. Dixon. It does, Mr. Chairman. 

The Cuarrman. We thank you for your appearance and the in- 
formation given the committee. 

Are there any questions? 

Mr. Jenkins, of Ohio, will inquire. 

Mr. Jenkins. Mr. Dixon, you have pointed out here that your 
industry is an old industry in Rhode Island. 

Mr. Drxon. It is. 

Mr. Jenkins. And it has been recognized, or Rhode Island has 
been recognized as the home of this industry ¢ 

Mr. Drxon. It has for many years; yes. 

Mr. Jenkins. And you have the employees come up from families 
that have followed each other right along. 

Mr. Dixon. That is true. 

Mr. Jenxtns. And I think in cases like that, the effect is going to 
be terrific, if you have to close down or talk about moving them out, 
or teaching them a new skill. That just cannot be done. 

Mr. Dixon. I do not think we can teach them new skills, Mr. 
Jenkins. The average of our membership, I would judge, is about 
44 years. 
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Mr. Jenxrns. They have passed that point, you might say, when 
you can teach them new skills? 

Mr. Drxon. Definitely so. 

Mr. Jenkins. Anyhow, you would have to break up this family 
relationship, which would be distinctively un-American. 

Mr. Dixon. We think so. 

The CHarman. We thank you for your appearance and the in- 
formation given the committee. 

The next witness on the calendar is Mr. Charles B. J. Molitor. Will 
you come forward, please sir. 

Give your name, address, and the capacity in which you appear 
for the record. 


STATEMENT OF CHARLES B. J. MOLITOR, VICE PRESIDENT OF THE 
NORTH AMERICAN LACE CO., REPRESENTING THE AMERICAN 
LACE MANUFACTURERS ASSOCIATION OF PROVIDENCE, R. I. 


Mr. Motrror. My name is Charles B. J. Molitor. I am repre- 
senting the American Lace Manufacturers Association of Providence, 
R. I., and I am vice president of the North American Lace Co., which 
company operates lace-manufacturing plants in Philadelphia and 
Pawtucket, R. I. 

Mr. Chairman and members of the committee—— 

The CuatrmaNn. You may proceed and present your prepared state- 
ment without interruption. 

Mr. Moxrror. We strongly opposed the adoption of H. R. 1 and as 
well, any further extention of the so-called reciprocal trade agree- 
ments program, which for 20 years of unsuccessful attempts has obvi- 
—— failed in its purpose to reduce trade barriers throughout the 
world. 

The only results that have accrued to the program to date have 
been to expose established American industries and their workers to 
the ravages of the unfair competition of the sweatshop labor of the 
world. I should like to quote to you some conclusions on this subject 
by an authority that I am confident some of you will consider a 
competent one. 


In our consideration of the broad subject of tariffs and trade policies in rela- 
tion to international trade, our starting point, of course, must be our present 
tariff structure. The world, including the United States, has had no experi- 
ence for any considerable period of time with our present tariffs under condi- 
tions which might be termed relatively normal. 


I quote further: 


Now we find ourselves facing demands for opening our markets at a time 
when our commercial exports are in approximate balance with the highest 
level of imports ever reached, while the world as a whole has considerably 
rebuilt its holdings of gold and dollar reserves. 


I quote still further : 


The record clearly indicates that from a psychological and economic point 
of view, United States policies in fields connected with the tariff have come to be 
regarded as of key importance by both the American and foreign public. We 
believe this is an overemphasis, for it must not be assumed that any measures 
which the United States might take in the fields of customs administration and 
tariff policy, taken by themselves, could provide the full answer to the problem 
of imbalance described earlier in this report. 
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Those observations, gentlemen, as you may recall, were made by 
none other than the majority of the Commission on Foreign Economic 
Policy, the so-called Randall Commission. In the light of those sound 
and factual conclusions, one is given to wonder how the Randall 
Commission, in all honesty, could make recommendations for further 
reductions in tariffs. H.R. 1, as you know, embodies in substance the 
Randall Commission recommendations made despite conclusions that 
are in complete conflict. 

I shall attempt to analyze the three specific factors involved in the 
aforementioned conclusions. 

As you are well aware, our present tariffs are 75 percent below those 
existing in 1934, at the time of the inception of our trade-agreement 
program. What is more, and possibly has been equally disastrous to 
many of our industries, world currencies have been devalued very 
appreciably since 1934. The devaluation of world currencies has 
sharply widened the wage gap between the United States and other 
competing nations, in all equity to American workers actually, call- 
ing for increased tariffs to protect American jobs. As an example, 
prior to 1934, the wages of American laceworkers were four times 
those paid to French laceworkers. Since the sharp devaluation of 
the French franc, from 16 to 350 to the dollar, American wages are 
now 8 times those of the French. 

The Randall report was issued 1 year ago. During that year, a 
definite return to a buyers’ market and intense competition for world 
markets have dreshatnes It cannot now be said that we have not had 
sufficient time at least to appraise the unfortunate results to many 
scores of our industries as the result of tariff reductions made in the 
past 20 years. 

To now bring about further reductions in our tariffs is tantamount 
to economic suicide. Industry after industry is now being snuffed out 
of existence by virtue of ruinous competition from abroad. Like the 
Arabs, they are “folding their tents and silently stealing away into 
the night.” Some of us not so silently. 

What are the American industries and their workers that are feel- 
ing the effects of the competition of low foreign wages? Are they 
only our smaller industries? Of course not. Representatives of our 
large industries have appeared before you. We Tae felt secure for 
the future of our great automobile industry because of our extreme 
efficiency and our mass market. But, are we secure? 

During the early part of 1954, the Nash plants at Kenosha, Wis., 
were running very intermittently. Subsequently, they shut down 
completely, throwing thousands of their American workers out of 
jobs. Almost to the day, on March 19, 1954, a three-fourth page ad 
appeared in the New York dailies announcing a new automobile, the 
Nash Metropolitan at $1,445 f. o. b. coastal port of entry. 

Concurrently there appeared a news article which was captioned 
ae To Build Nash Cars for United States.” I quote from that 
article: 


Britain’s Austin Motor Co. disclosed tonight that an American automobile man- 
ufacturer has hired Austin to build American cars in England for sale only in the 
United States market. 

The article stated that the first order placed by Nash was for 25,000 
cars. The making of those cars in Kenosha would have kept the unem- 
ployed Nash workers busy for some time. 
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At about the same time, Mr. Henry Ford II, announced that the 
Ford Motor Co. would shortly market a car in the United States at 
the unheard of price of $730, and which would be made in their 
foreign plants. Tt is interesting to note that these imports are pos- 
sible, despite the fact that our tariffs on automobiles have not been 
reduced for 20 years while we have been reducing our other tariff rates 
by an average of 50 percent of those existing in 1934. 

The report of the Commission on Foreign Economic Policy has 
wisely pointed up the problem of the intense propaganda for opening 
of our markets still further, when our imports in dollars are 414 
times the prewar average. From whence comes this propaganda 
which would admittedly and sadistically destroy long-established 
American industries ? 

Firstly, from the giants of American mass production, the Fords, 
the Colemans, and others, many of whom have well-established plants 
in foreign countries in order to take advantage of the sweat-shop 
labor abroad. The other most vociferous sources advocating reduc- 
tion in our tariffs are foreign governments who are egged on by 
their producers who are seeking a bigger share of the American pie. 

In our press and from public forums, an aura of selfless world 
interest has been attributed to self-centered foreign producers while 
American producers, lace manufacturers among others, who beseech 
their Congress to save them and their workers from complete destruc- 
tion are characterized as selfish, shortsighted Sndhividustiots 

Mr. Hugh Butler, British Chancellor of the Exchequer, with tongue 
in cheek, has been one of the severest critics of our allegedly high 
tariffs. It is significant to note that British tariffs are five times 
those of the United States and what is more, imports of American 
products into Great Britain are most rigidly controlled by quotas. 

There are some of our citizens who, no doubt, sincerely have been 
advocating free or freer trade for many years, viewing this problem 
with their feet firmly planted in the clouds. One of these gentlemen, 
Mr. Phillip Reed, chairman of the Board of General Electric as 
president of the International Chamber of Commerce, has been, 
through the years, one of the most vocal advocates of such a program. 
Now we find Mr. Reed sounding off before this committee and else- 
where, for further protection for the products of General Electric, 
as follows: 


We believe that this market should not be closed to foreign competition. We 
also believe that foreign competition should not be permitted to enter this 
market at prices so low that no American producer can meet it. Labor costs 
are as much as 90 percent lower than those prevailing in this country. 

All of us in production, like Mr. Reed, must descend from the clouds 
and face the realities of this serious situation which is becoming more 
and more intensified daily, as the result of 20 years of United States 
tariff reductions, and continuous devaluation of currencies of other 
nations. 

The third point made in the Randall report which I have quoted, is 
the overemphasis of the importance of the United States tariff policy 
to the problem of imbalance in world economic affairs. On that point, 
I should like to present for the record an article appearing in the 
New York Times on January 2, 1955, written by Michael L. Hoffman, 
entitled : “Flight of Capital to United States Continues.” 

(The article is as follows :) 
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[From the New York Times, January 2, 1955] 
FLIGHT oF CAPITAL TO UNITED STATES CONTINUES 
GATT STUDIES INDICATE IT IS A BASIC CAUSE OF CHRONIC DOLLAR CRISES ABROAD 


(By Michael L. Hoffman) 


GENEVA, December 29.—While President Eisenhower and Congress are being 
advised to make it easier for American capital to move abroad, economists here 
are worrying about the persistent tendency of capital to move the other way. 

World trade seems to have settled into a pattern much less likely to produce 
huge dollar shortages—at least as long as the United States keeps spending three 
to four billion dollars a year abroad for the pay of troops and fer other purposes. 

Not so the movement of international capital, if studies by the Secretariat of 
the General Agreement on Tariffs and Trade (GATT) confirm preliminary 
findings. Indeed the irresistible urge of foreign capital to employ itself in the 
United States emerges as the chief cause of whatever dollar shortage there may 
have been since 1926 (leaving out of account the war-dominated years 1938-45). 

This conclusion has been reached after an eXtensive new look at the pattern 
of payments between the United States and the rest of the world in 4 periods: 
1926-30 (boom), 1931-37 (depression), 1946-49 (postwar) and 1950-53 (post- 
devaluation of miuny currencies in relation to the dollar.) 

In all except the period 1931-37, the United States had a substantial surplus 
on current account, excluding unilateral transfers such as Marshall aid. In 
1931-37, the total of world trade was drastically curtailed by depression, and 
the United States surplus dropped to practically nothing. 

But in the periods during which there was a surplus on account of trade, 
tourism and other items, net private capital exports from Canada and the 
United States or Government aid expenditures supplied all or more than the 
dollars necessary for the rest of the world to balance its dollar accounts. 

Were these factors alone considered no dollar shortage would have arisen. 

It is generally known that in the period 1931-387 there was a tremendous flight 
of European capital to the United States. The GATT economists find strong 
evidence that the disturbing influence of such movements extends over the whole 
period and is a dominant factor in the periodic difficulties other countries have in 
procuring enough dollars. 

DATA ARE DYNAMITE 


The policy implications of these new studies, some of which are based on new 
data, are substantial and highly controversial. Indeed, they contain so much 
dynamite that it is highly unlikely the study will ever be published as an official 
paper. 

The studies emphasized, for one thing, that the very countries that assert the 
duty of the United States to help them with capital investments have been 
pouring hundreds of millions of dollars a vear of their own investment funds 
into the politically secure United States capital market. 

The studies also throw considerable doubt on the thesis that lowering the 
American tariff is essential to the establishment of better balance in world 
trade. Larger American imports would, of course, make more dollars available 
to the world for whatever purpose the world wanted to use them. 

But if capital movements into the United States rather than the trade in 
balance are the chief cause of so-called dollar shortages, they could easily be 
made out as the villian responsible for the economic disorder by those interested 
in maintaining or increasing barriers to competitive imports. 


Mr. Moriror. Mr. Hoffman’s article is a report of findings of the 
Secretariat of GATT on the basic cause of chronic dollar shortages 
abroad. I quote from that article: 


Indeed the irresistible urge of foreign capital to employ itself in the United 


States emerges as the chief cause of whatever dollar shortages there may have 
been since 1926. 


I quote further: 


The studies also throw considerable doubt on the thesis that lowering of the 


American tariff is essential to the establishment of better balance of world 
trade. 


57600—55—pt. 2——34 
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These, gentlemen, are conclusions after study by the Secretariat 
of GATT. 

As to our original question of opposing any further extension of the 
Trade Agreement Act, we among many American industries have 
existed, if at all, in a perpetual state of jitters since 1934, not knowing 
when the axe would fall and when we would be snuffed out of existence. 
hy - own case it has been akin to a slow leading away of our hearts 

ood. 

Our market for item after item of our production has been given 
away to our foreign competitors, through the years, by actions of our 
State Department and as well by virture of continuous currency 
devaluations. 

We believe that Congress, unfortunately, with a lack of fortitude, 
has abandoned its prerogatives and duties granted and_prescribed 
under the Constitution to regulate commerce and assess duties. We 
believe that it is the solemn duty of our congressional representatives 
to insure the economic welfare of our American workers by pursuing 
an adequate and equitable tariff policy. 

Our President, in his recent state of the Union message advocated 
a 90-cents-per-hour minimum wage. Mr. McCormack, majority leader, 
insists on a $1.25 minimum. What economic madness is it that advo- 
cates, at the same time, ne bare our workers to the competition of 
the products of the peon labor of the world, some of whom work for 
as little as 5 cents per hour or less? 

How are we to compete with a 40-hour week, exceedingly high taxes 
at every turn, social-security old-age benefits and higher costs of all 
raw materials, some of which are made so by Government price sup- 
port, all items which add materially to costs of production in the 
United States? It is as if a heartless government has said, “There 
are your handicaps. If you cannot compete against the products of 
other nations without them, you are inefficient and therefore expend- 
able.” I say to you that no established American industry that has 
been contributing to the economic health and happiness of our Amer- 
ican worker is expendable. No American industry and its workers 
should be made pawns in this insidious game of world power politics 
and international logrolling. 

What is more, the provisions of this bill that appear in section 3a 
are in complete defiance of the Constitution. They are, in substance, 
a “back door” approval of GATT which Congress has specifically 
refused to approve in prior extensions of the Trade Agreement Act. 

For 20 years we have erroneously been referring to our tariff negoti- 
ations as reciprocal trade agreements. Now we find in print, what 
amounts to an admission, that this is not to be reciprocity after all. 
I refer you to section 3E and the words in parentheses “(including 
such markets in third countries) .” 

What those words indicate is that our negotiators will be prepared 
to reduce American tariffs for the benefit of a third country in return 
for no concessions whatsoever to us, but to influence them to increase 
imports of Japanese goods for the benefit of Japanese producers. 
Some reciprocity, indeed. 

We protest against the adoption of this bill and earnestly implore 
Congress to again assume its duties and obligations to its country and 
its constituents by recapturing control of its constitutional powers for 
‘he regulation of our foreign trade. 
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The Cuarrman. Does that complete your statement ? 

Mr. Monitor. It does. 

The Cuamman. We thank you for your appearance and the infor- 
mation given the committee. 

Mr. Morrror. Thank you very much for the opportunity of appear- 
ing, sir. 

The CuarrMan. Our colleague, Mr. Forand, of Rhode Island, has 
asked me to state for the record that he regrets very much that he is 
unable to attend the hearings today. He called me this morning and 
stated that his doctor had suggested to him that it would be inadvis- 
able for him to attend the hearings, since he has a severe case of flu. 

As we all know, Mr. Forand was particularly interested in attend- 
ing the hearings today, since many of the industries represented are 
located in his State of Rhode Island. He has requested that each of 
the statements be sent to him, and I know he will be very interested 
in them. 

The committee will now recess until 2 o’clock this afternoon. 

(Whereupon, at 12: 30 p. m., the committee was recessed to convene 
at 2 p.m.) 

AFTERNOON SESSION 


The Cuatrman. The committee will please be in order. 


The next witness appearing on the calendar is Mr. Roy A. Cheney. 
Will you come forward, please, sir? 


Will you please give your name, address, and the capacity in which 
you appear for the record ? 


STATEMENT OF ROY A. CHENEY, PRESIDENT AND GENERAL COUN- 
SEL, THE UNDERWEAR INSTITUTE, AND CONSULTANT AND 
GENERAL COUNSEL, THE WORKGLOVE INSTITUTE 


Mr. Curenry. My name is Roy A. Cheney. I am ape and 


general counsel for the Underwear Institute of No. 2 Park Avenue, 
New York 16, N. Y., an organization of underwear and allied products 
manufacturers founded in 1866. Our members are located all over 
the United States and represent 85 percent, approximately, of produc- 
tion in the United States. Our people make all types of underwear 
and knitted sportswear for men, women, children, boys, girls, and 
infants of all types of natural and manmade fibers and mixtures 
thereof. 

To save your time, I am also here representing the Workglove 
Institute as consultant and general counsel. The main office of that 
organization is in Chicago, Ti. 

The Workglove Institute represents approximately 95 percent of 
the manufacturers of workgloves other than leather gloves. The 
majority of our members are located in the Midwest, although a large 
number of plants have sprung up in the South. Other plants are 
scattered in the eastern and western sections of the United States. 

The Underwear Institute is mostly made up of small mills and 
employing on the average of 150 to 200 cole: located mainly in 
small communities and, in many instances, are the main support of 
those communities. As a whole we employ about 70,000 people and 
our gross annual sales are roughly $600 million. 








1892 TRADE AGREEMENTS EXTENSION 


H. R. 1 will change our Government from a Republic into a dic- 
tatorship in tariff matters. So we have come before you asking you 
that you vote against H. R. 1 and that you recommend and enact 
such legislation as may return power over the tariff and tariff matters 
to our elected representatives in the United States Congress. 

For too many years we have circumvented our Constitution by 
granting what amounts to dictatorial powers to certain groups and 
bureaucracies who have no responsibility to the people or whose re- 
sponsibilities to the people are so far removed that punishment by 
the people for irresponsibility cannot be exercised. 

These cannot be carried out in the statutes. We have evidence of 
that in evidence by Mr. Moss and Mr. Casey. 

The result has been loss in economic wealth not only to the worker 
but also to the manufacturer. An outstanding example of this sort 
of thing was the late lamented Office of Price Administration. And 
I understand that a large number of OPAers are now in the State 
Department. 

This bill, now before you for consideration, is a typical end run 
by certain holdovers from previous administrations, in my opinion, 
and which will achieve the same disastrous results as were achieved 
by the people who set up and operated the OPA. 

We have examples of that in the other glove industries. 

If you pass this bill, you will give these people 3 years free reign 
to do as they please with the tariffs and through the medium of the 

tariff give them the power of life and death over the future of the 
workers in this and many other industries and over the future of the 
stockholders as well as management, and nothing can be done about 
it for 3 years. 

Of course, if General Eisenhower or Mr. Dulles, personally, were 
to supervise the operations of this bill, should = be enacted into law, 
I hardly think anybody would have any fears, but they probably 
will not know anything about its operation ‘ne it will be practically 
impossible to bring before them personally the evils which will grow 
out and always grow out of such an unlimited grant of power to 
individuals, as this bill proposes to give. 

Again I cite to you the experience of the OPA. 

A “large number of our plants were organized and built and em- 
ployed and trained people for lifetime jobs under the protection of a 
tariff wall. You remove that tariff wall and you destroy these 
people’s jobs and the money invested in plant and equipment, because 
if Japanese merchandise, ‘for example, continues to come into this 
country at the prices now quoted and comes in increasing volume, as 
it will, not only will the jobs of our workers be worth nothing but 
machiner y will be worth nothing and so will our buildings. 

A cut in tariff is the most destructive thing that can happen to an 
industry which needs and has had protection. It can be compared 
only to the atom-bomb in the completeness of its destructiveness. 

It is an old adage of law, as you gentlemen know, that the power to 
tax is the power ‘to destroy. "The power to lower a tariff which is 
needed for the protection of domestic industry is the power to destroy. 
We have seen its operation in the knit-goods industry as testified to 
by Mr. Moss. 

If we had trained people operating under these statutes it might be 
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different, although I doubt it. But who are really carrying out the 
»rovisions of these laws? Probably young men whose experience in 

usiness and in Government entitles them to salaries ranging from 
four, five, six, seven, eight, or nine thousand dollars, really determin- 
ing what shall be the outcome of thousands and thousands of workers, 
their homes, their livelihood and literally millions and billions of 
dollars. I think that is too great a responsibility granted to too few 
with too little experience. 

The English, according to dispatches from London, are becoming 
perturbed because I read in the New York Journal of Commerce the 
other day a dispatch from London stating that the Japanese are offer- 
ing their knitted cotton underwear at 17 cents a garment, prinied 
cotton T-shirts at 14 cents each, and other garments in the same range. 

I have a report on Japanese merchandise and the prices in this 
country. But I want to stop just for a moment and say 1 am not going 
to quote any figures on imports, because I am informed and believe 
and I think the Department of Commerce has admitted, that its fig- 
ures on the imports of the cotton T-shirt type of underwear, which 
you will see here today, are inaccurate and incorrect for the years 
1953 and 1954. They now are engaged in investigations to correct 
those figures. I do not think we can base anything on any of the 
published reports out of the Department of Commerce on these items 
until they have been corrected. 

On the Japanese prices here—after all it is the price of the foreign 
merchandise which fixes without possibility of danger of proof to 
the contrary the real danger which lies there for American industry— 
for example, for men’s white T-shirts in sizes small, medium, and large, 
the Japanese price is $3. That is to the retailer. 

Mr. Srupson. Three dollars a piece ? 

Mr. Cueney. Three dollars a dozen. 

Mr. Stmpson. That is a little different. 

Mr. Cueney. One of our mills in this country making the finest 
type of T-shirt in this country the price is $9 per dozen. In another 
plant, making T-shirts comparable to the Japanese shirt, the price is 
$5.50 to the jobber. That is per dozen. Japanese boys’ sizes 6 to 16 
T-shirts are priced $2 per dozen and children’s sizes 2, 4, and 6 at $2 
per dozen. 

To enable you gentlemen to visualize what I am talking about, I have 
here a Japanese T-shirt. The Japanese price is $3 per dozen and the 
American price from the information I secured from the jobber, who 
was handling both the Japanese and the American T-shirt, practically 
the same shirt from the American supplier, the cost was $4.75. 

On a boy’s T-shirt the Japanese price will run from $2 to $2.35, the 
American price from $3 to $3.50. 

Mr. Reep. Will you hold those up so we can see them ? 

Mr. Cueney. Yes, sir. 

Those prices again were per dozen. 

Here is a Japanese colored T-shirt. The Japanese price is $4.50 
per dozen; the American price is $7.50 to $7.75 per dozen. 

Here is another Japanese printed T-shirt. The Japanese price is 
$2.40 a dozen. The American price is $4 to $4.25 a dozen. 

Another child’s T-shirt, the Japanese price is $2.35 a dozen; the 
United States price is $3 to $3.50 per dozen. 
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Here is a printed T-shirt. The Japanese price is $3 a dozen; the 
American price is $4.25 a dozen. 

The answer to us is this for this divergence in price. The Japanese 
laborer averages around 11 cents per hour in our industry over there 
and our laborer averages from $1 to $1.50 per hour. 

I would like to answer the testimony of Mr. Percy of Bell & Howell. 
Mr. Percy made the statement that highly paid American worker can 
compete successfully with the so-called cheap foreign laborer because 
the American turns out substantially more product per hour than his 
foreign competitor. Mr. Percy based his opinion not knowing a thing 
about anything else, evidently, excepting his own industry, on the 
fact that heretofore his people, as he says, worked on the thumb and 
finger technique. They did the work manually in grinding their 
lenses. 

Sometime near 1955 he mechanized his industry. They do it now 
by machines, and they replace 100 workers with 11. Therefore, what 
he says about industry as a whole is undoubtedly true as to his indus- 
try. But he did not know and forgot to say that the underwear 
industry remechanized our industry in 1955. We left the thumb and 
finger technique and changed to machinery. 

The Japanese and the others have the same machines we have. Mr. 
Percy will find out undoubtedly when the Germans get his machines 
that it will be an entirely different story because they will be able to 
produce lenses just as cheap as he can or probably cheaper. 

There is the fallacy in his testimony and remarks. It cannot be ap- 
plied to our industry. 

Switching for a moment to the work-glove industry, I have brought 
some samples here of the work gloves made in this country so you will 
know what I am talking about or trying to talk about. 

I am only going to stress one glove because so far we have not had a 
great deal coming in. However, this glove I have here, which is 
known as a leather palm glove, sells over the retail counter for from 
69 to 79 cents per pair. A Mexican glove pretty nearly as good as this 
glove is now anise retailed as far north as Minnesota for 29 cents a 
pair, a glove which will perform the same duty that that glove 
performs. 

Then, of course, in comparing wages, we must remember that in 
addition to the wages appearing in the various statistics that we pay 
our people on an average from 49 to 41 cents in fringe benefits—pen- 
sions, social security, vacation pay, and what have you. 

While we are discussing our workers, let us remember that a _ 
number are older people who cannot get jobs elsewhere. As a rule, 
young girls come into our mills, learn the business, get married, raise 
families, and then come back. 

Another thing to remember is that it is much harder for an operator 
to learn a new machine than it is for an untrained worker to come in 
and learn a machine. We have had psychologists in our efforts to 
train people study that and their report was to the effect that an old 
worker working on this type of machine it is harder to train her on 
another type of machine than a new woman coming in who has never 
worked on a machine before. 

I also would like to read and file with you page 9 from the New York 
Journal of Commerce for Monday, January 31, 1955. It is a dis- 
patch from Boston, dated January 30. It says: 
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“Growth” industries such as electronics and apparel, have employed but few 
textile workers who lost their jobs when textile mills departed from New Eng- 
land, according to William H. Miernyk, director of Northeastern University’s 
bureau of business and economic research. 

The results of a detailed study of 1,700 displaced textile workers in the 6 
New England States indicate that almost one-half were still unemployed more 
than a year after they had lost their textile jobs. 

“The majority of former textile workers who have found jobs in other 
industries are earning less money than on their old jobs. Sixty-four percent 
of these workers are earning $1 to $21 a week less than when employed in textile 
mills. 

“Workers over 45 years of age have found the greatest difficulty in securing 
new jobs. Of the workers studied, almost 60 percent were over 45, and this 
group accounts for 70 percent of the displaced workers who are still unemployed. 
Although the younger workers were more successful in finding jobs, 30 percent 
of the unemployed are under 45 years of age,” according to Mr. Miernyk. 


The Cuarrman. Just what is that you want to put in? 

Mr. Cueney. The article on page 9, New York Journal of 
Commerce, Monday, January 31, 1955, headed “Many Still Jobless; 
Northeastern ‘Growth’ Industries Take Few Textile Workers.” 

The CHarrman. Very well. 

(The information referred to above is as follows :) 


[Fromt he Journal of Commerce, January 31, 1955] 


Many Stitt Jostess—New ENGLAND “GrowTH” INDUSTRIES TAKE Few TEXTILE 
WORKERS 


Boston, January 30.—‘Growth” industries such as electronics and apparel, 
have employed but few textile workers who lost their jobs when textile mills de- 
parted from New England, according to William H. Hiernyk, director of North- 
eastern University’s bureau of business and economic research. 

The results of a detailed study of 1,700 displaced textile workers in the six 
New England States indicate that almost one-half were still unemployed more 
than a year after they had lost their textile jobs. 

“More than 35 percent of the workers who found reemployment were once again 
at work in New England textile mills. This reemployment took place in spite 
of a sharp decline in the area’s total textile employment since 1951, Mr. Miernyk 
said. 

“Growth industries, such as electronics and apparel, have employed but few 
former textile workers.” 


OPPORTUNITY LACK CITED 


“Displaced textile workers are not absorbed by other industries because of a 
lack of job opportunities and not because of any unwillingness on the part of 
displaced textile workers to seek or accept other employment in other industries 
or other areas. 

“The majority of former textile workers who have found jobs in other indus- 
tries are earning less money than on their old jobs. Sixty-four percent of these 
workers are earning $1 to $21 a week less than when employed in textile mills. 

“Workers over 45 years of age have found the greatest difficulty in securing 
new jobs. Of the workers studied, almost 60 percent were over 45, and this group 
accounts for 70 percent of the displaced workers who are still unemployed. 
Although the younger workers were more successful in finding jobs, 30 percent 
of the unemployed are under 45 years of age,” according to Mr. Mierynk. 

“There are labor market areas in New York and Pennsylvania, which have 
experienced the same problems faced by many New England communities.” 


LOWELL, LAWRENCE SURVEYED 


The workers surveyed in the study were from such New England textile centers 
as Lowell, Lawrence, Fall River, New Bedford, and Providence, and from one 
nontextile area. 

The study included an analysis of the ways in which displaced workers obtained 
other jobs, and it was found that almost half of the workers who secured employ- 
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ment learned of jobs through friends or relatives and an additional 35 percent 
located jobs by applying at the plant. 

Investigation into the outlook and attitudes of the former textile workers 
showed that about two-thirds of the reemployed workers were less satisfied with 
their new jobs than they had been on their old jobs. The majority of workers 
who found nontextile jobs would have preferred finding textile employment. 

Mr. Cueney. I will tell you this in answer to the cynical and un- 
thinking remarks that these people can get other jobs. You as Repre- 
sentatives are closer to the people 8 you know the agony which 
comes to a family when a plant. closes down. It first means less edu- 
cation for the kids, the postponement of needed medical or surgical 
care, and later perhaps want and deprivation. 

These are the troubles of the little people who, when voting time 
comes, are the big people and whoever ignores them are certainly 
cursed of the Lord. 

So we ask you, why should these people be sacrificed for the benefit 
of the steel exporters and the automobile exporters and who are already 
making plenty of money and for the benefit of CIO’s Mr. Carey and 
his union members, who already have plenty of well-paying jobs—and 
for the benefit of the cotton exporters. 

Incidentally, on the cotton question, in 1952, the Japanese took 
950,000 bales of cotton from this country. In 1953, they took roughly 
690,000 bales. 

We lost our export business to the Japanese before the war. We 
had a substantial business in South Africa, South America, and other 
places throughout the world. The Japs took it over. We are unable 
to export to South Africa and to the British possessions in the Carib- 
bean because of the British licensing agreements and understandings. 
That complaint has come to me just recently. 

The question has been asked, why are we squealing before the war 
starts, with the intimation that we are foolish in protesting because we 
do not know how much underwear is coming in, although we feel that 
plenty is coming in. The answer is simply this. We are preparing 
for the war just exactly like the executive department of this Nation 
is preparing for a war which has not yet come upon us. 

It is simply good common sense to get ready and stay ready. Also, 
I would like to know the answer to this question: Why this drive to 
lower tariffs and increase our competition from low-cost countries and 
on the other hand raise our minimum wages and increase,our costs in 
this country ? 

Here is an axiom that is not very well understood. When you raise 
the basic minimum wage or when you raise the basic minimum wage 
for learners, you must increase your whole wage structure throughout 
your plant. Just think of this. Here is Lizy Burns and Mazy Jones 
working side by side. One girl has just barely made the 75-cent mini- 
mum wage. The other girl has been earning a dollar and a quarter on 
the piece-rate basis. The slow girl is raised to a dollar or a dollar and 
a quarter. What is the other girl going to think? What is she going 
to ask. In other words, how Sar can you keep her satisfied makin 
the same rate or about the same rate that the dumb girl is making an 
she is turning out much better work and turning out more merchandise ? 

So when you increase your minimum rates you have to increase the 
wages throughout the shop. If you do not, the nonunion mills have 
unions, and the unionized mills have strikes. 
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Another question of the bureaucrats is, if you do not like this method 
of reciprocity and enlarging the world trade, what do you ask? Is it 
like asking us if you do not like this way of killing you what method 
do you suggest of committing suicide. The answer is none. 

While I dislike this sort of thing, and I dislike the sign which simply 
said these people can find other jobs, 1 would like to make these 
recommendations. 

Any law of this type continued or enacted, provision be made for 
severance pay to be paid to the underwear people who lost their jobs, 
to the yarn mill people who lost their jobs, the knitting machine 
factory employees, the sewing machine factory employees, and all 
other working people severed from their jobs, because the job lost will 
not be due to the people themselves or to their employers, but to action 
by the Federal Government and therefore the Federal Government 
should pay for that loss. 

I think also the Federal Government in a case of such course should 
reimburse the cotton grower and the wool grower. 

Third, I think the Federal Government should purchase the machin- 
ery rendered idle and useless in this country by this bill and the 
buildings made useless so that United States private capital and 
private enterprise will be encouraged not to leave this country and 
set up and operate in those foreign countries where, contrary to our 
policy, domestic enterprise is protected and encouraged. 

I also believe provision should be made to reimburse the taxes lost 
by the mumnicipalities: counties, and States. 


That is ridiculous to me, that recommendation, and yet it merely 
proves that if justice is going to be done to these people put out of 


their jobs by Federal action, all legislation of this kind incurs and 
increasingly incurs more and more expenditures by the Federal 
Government. 

Again, and this time very seriously, I would recommend if the bill 
passes that the execution of it be taken out of the hands of the State 
Department and given to the Department of Commerce, where it 
really belongs. This trade reciprocity negotiation is horse-trading 
business and not a diplomatic function. 

The British with their long experience in diplomacy and inter- 
national trade have recognized this and put it all in the hands of their 
board of trade, which corresponds to our Department of Commerce. 
It is not in the hands of their Foreign Office. 

The excuse or the reason for this reciprocity business was originally 
given to help our allies recover and to keep the Japanese from trading 
with the Reds. So far as I can read in the newspapers, our allies have 
recovered and the new Japanese Premier has stated openly that he is 
going to trade with the Reds and is encouraging commercial trade 
with them. 

I would like to read from my brief before the Committee for Rec- 
iprocity Information. And I ask that one or two excerpts of that 
be made a part of this record. 

This is from the Saturday Evening Post from October 9, 1953. In 
speaking of the Japanese he says in part: 

In 1953, which may become known as the last good year in Japan, Japanese 
national income rose a phenomenal 16 percent, although it was largely cancelled 


out by a rise in consumer prices of 13 percent, partially due to a nonsensical tax 
cut that amounted to $300 million, about 10 percent of the Japanese budget. 
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That does not sit very pleasantly with me, to see the Japanese given 
all these advantages and see our taxes where they are, and the Japanese 
crying for this help and their Government can cut their taxes $300 
million or 10 percent of their budget, if that is a correct statement. 

The statement went on to say that we would have to enlist our old 
Allies to help Japan get back her markets. Australia, as we know, 
flatly refuses. Mr. Butler, the Chancellor of the British Exchequer 
told us coldly and brutally what the British would do. They might 
give back to the Japanese some of her world markets which she had 
before the war, if we would pay for it. 

I do not think that we should criticize the British or Mr. Butler 
because he is merely trying to protect his own people. 

Again an article by an Italian journalist in the leading Milan paper, 
the journalist says: 

Why do the Italians rather dislike us? We ask no indemnity from them, we 
turned back their prisoners, treated their people with great humanity, gave 
them $63 million to help them out. 

He said: 


Why don’t we Italians really love the Americans? He says because our grati- 
tude is obscured by one defect of which there is not the slightest hope that 
Americans can be cured because it is in their blood, it is constitutional, it is the 
eraze for improving us, for making us kinder to each other, juster, richer, and 
happier. 


That is what we get evidently for what we are doing for a lot of 
these people. 

Again in the October 7 issue of Newsweek last year, 1954, the French 
chefs had their annual convention in Paris. They deplored the 


deterioration of the French cuisine, the failure of French service and 
cooking and they blamed the Americans for it. Why? Because we 
Americans, traveling in France, did not stand up for our rights and 
insist on proper cooking and proper service. 

There is one more thing I would like to take up with you gentlemen, 
and I am very serious about it. I want to talk slowly if I can and make 
my feeling perfectly clear. 

The CHairMan. W e appreciate if you would move right along, 
sir, because we have a number of other witnesses to be heard, and in 
fairness to them we would appreciate your going a little faster if you 
can. 

Mr. Cueney. We have a feeling in industry that we are being rushed 
in this tariff matter. Perhaps I am wrong. 

Last Wednesday morning on January 26, Mr. Trussell, of the New 
York Times, sent an article into his paper giving a summary of the 
report of a Senate committee on internal security in which he said, 
after hearing the testimony of the five in Korea that en supplied 
some clues to subversion in Government departments. e mentioned, 
among others, the State Department and the Pentagon. 

There are some things happening here, which I do not’like. I am 
not accusing anybody of being subversive or any group. In the first 
place, if I were a subversive, I would not attack or try to endanger our 
supplies of airplanes, guns, ammunition, medicine, or food. What was 
happening would be immediate and apparent to the public and the 
Congress. But an attack on the other great element of necessity, in 
fighting a war, clothing might not be so readily understood. 
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Our troops have been well clothed since Valley Forge and since 
General Lee’s men marched away from Appomattox. We accept 
clothing, as usual. Butif you stop and think a moment you will realize 
that no matter what guns and ammunition is supplied to the troops 
they cannot fight without clothing. 

As an example of this, after we suffered our reverse in the Battle of 
the Bulge in World War IT, General Eisenhower and his people called 
on our industry for delivery of 67 million undershirts in 3 months. 
We gave it to them. 

I would like to bring this to your attention. The President’s 
Committee has just issued an order that every Government con- 
tractor, taking a Government contract, must post one of these placards 
in the workroom of the plant that the employer is to hire anybody 
who applies irrespective of race, color, or previous condition of 
servitude. 

In addition, that same Committee has gotten out a four-page book- 
let telling the people who have been discriminated against how they 
can punish the owner of the plant. ; 

I am simply talking about results and I am not arguing pro or 
con as to the validity or the wisdom of this sort of thing. The greater 
part of the underwear industry is located in the South. The greatest 
producers of service underwear are located in the South. Some of 
our mill owners in that area have called their workers in and showed 
them these placards and said, “Do you object if we post these placards 
in your workrooms”? The answer has been, “If you do, we will 
walk out.” That is not a refusal by the mill owners. That isa refusal 
by the working people themselves. 

As some famous English statesman said during our American 
Revolution in speaking of the American people, “You cannot convict 
a nation.” 

In addition, a new order has just come out of the White House to 
this effect, that if a foreigner bidding on a contract is low more than 
6 percent below the American bidder’s price, the foreign bidder shall 
get the business. 

The business of producing Army underwear—and I have some 
here to show you—will be left to the northern mills, in my opinion. 
The northern mills, being the high-cost mills, will first feel the effect 
of Japanese competition and will probably be put out of business. 

The making of that type of underwear takes a special technique 
and some special machines. If we lose the know-how of making that 
underwear, I do not know where we will get it unless we get it from 
across the ocean. I am wondering how the American marines would 
like to see their garments issued to them marked “Made in Japan.” 
I imagine the next bill introduced into this Congress will be to abro- 
gate the law which requires the stamping of all merchandise with 
the name of the country of origin. 

I have finished, sir. Thank you very much for your consideration. 

The CuarmaNn. We thank you for your appearance and informa- 
tion given the committee. 

Your statement will be made a part of the record. 

(The statement referred to above follows :) 
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Brier PRESENTED BY THE UNDERWEAR INSTITUTE, Roy A. CHENEY, PRESIDENT 


My name is Roy A. Cheney. I am president and general counsel for the 
Underwear Institute of No. 2 Park Avenue, New York 16, N. Y., an organization 
of underwear and allied products manufacturers founded in 1866. Our mem- 
bers are located all over the United States and represent 85 percent, approxi- 
mately, of production in the United States. Our people make all types of 
underwear and knitted sportswear for men, women, children, boys, girls, and 
infants of all types of natural and manmade fibers and mixtures thereof. 

We are mostly made up of small mills and employing on the average of 150 to 
200 people, located mainly in small communities and, in many instances, are the 
main support of those communities. As a whole we employ about 70,000 people 
and our gross annual sales are roughly $600 million. 

H. R. 1 will change our Government from a Republic into a dictatorship in 
tariff matters. So we have come before you asking you that you vote against 
Hi. R. 1 and that you recommend and enact such legislation as may return 
power over the tariff and tariff matters to our elected representatives in the 
United States Congress. For too many years we have circumvented our Consti- 
tution by granting what amounts to dictatorial powers to certain groups and 
bureaucrats who have no responsibility to the people or whose responsibilities 
to the people are so far removed that punishment by the people for irresponsibil- 
ity cannot be exercised. The result has been loss in economic wealth not only 
to the worker but also to the manufacturer. An outstanding example of this 
sort of thing was the late lamented Office of Price Administration. And I under- 
stand that a large number of OPAers are now in the State Department. This 
bill, now before you for consideration, is a typical end run by certain holdovers 
from previous administrations, in my opinion, and which will achieve the same 
disastrous results as were achieved by the people who set up and operated the 
OPA. If you pass this bill, you will give these people 3 years free rein to do as 
they please with the tariffs and through the medium of the tariff give them the 
power of life and death over the future of the workers in this and many other 
industries and over the future of the stockholders as well as management, and 
nothing can be done about it for 3 years. Of course, if General Eisenhower or 
Mr. Dulles, personally, were to supervise the operations of this bill, should it 
be enacted into law, I hardly think anybody would have any fears, but they 
probably will not know anything about its operation and it will be practically 
impossible to bring before them personally the evils which will grow out and 
always grow out of such an unlimited grant of power to individuals, as this 
bill proposes to give. A large number of our plants were organized and built 
and employed and trained people for lifetime jobs under the protection of a 
tariff wall. You remove that tariff wall and you destroy these people’s jobs 
and the money invested in plant and equipment, because if Japanese merchan- 
dise, for example, continues to come into this country at the prices now quoted 
and comes in increasing volume, as it will, not only will the jobs of our workers 
be worth nothing, but machinery will be worth nothing and so will our buildings. 
A cut in tariff is the most destructive thing that can happen to an industry 
which needs and has had protection. It can be compared only to the atom 
bomb in the completeness of its destructiveness, 

The English are becoming perturbed because a report out of London states 
that the Japanese are offering knitted cotton underwear in the world markets at 
about 17 cents, printed cotton T-shirts at 14 cents each and other garments in 
the same range. I have a report on Japanese merchandise and the prices in 
this country. For example, for men’s white T-shirts in small, medium, and large, 
the price is $3 per dozen. In one of our mills making men’s white T-shirts the 
price is $9 per dozen. Japanese boys’ sizes 6 to 16 T-shirts were priced at $2 
per dozen and children’s in sizes 2, 4, and 6 at $2 a dozen. Also Japanese striped 
crew neck sports shirts in men’s sizes, small, medium, and large, were quoted at 
$4.50 per dozen. The striped shirt in boys’ sizes 6 to 16 sells $2.75 a dozen 
and in children’s sizes 4, 6, and 8, the striped shirt was priced at $1.75 per 
dozen, Infants’ striped shirts in sizes 1, 2, and 3 were priced at $2.40 per 
dozen. Another man’s shirt marked “Hantex” was sold to our jobbers in this 
country by the Japanese at $2 per dozen. I have a sample of it here with me. 
This other sample T-shirt, made in Japan, size 84 which, for once, carries the 
notation “made in Japan” and is selling for $1.90 per dozen, 

Here is another short, yellow, which is selling for $2 per dozen in small, me- 
dium, and large. You will note that this carries the label “Hantex.” One of 
our mills makes similar merchandise carrying the label “Nantex.” Our prices 
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generally in this country are and must be from $1.50 to $2.50 higher than Japa- 
nese prices. You ask why? Mainly because Japanese labor averages 11 cents 
an hour and ours $1 to $1.50 per hour. You may recall the testimony of the 
young man from Bell & Howell who said his new machinery had replaced the 
high cost of labor in this country (11 men replaced 100) and this enabled him to 
meet and beat German competition. He did not know, and perhaps you don’t 
that we mechanized our industry two generations ago and the trouble with us 
is that the Japs and other foreigners have the same up-to-date machinery as we 
do. 

Our labor represents roughly 35 to 40 percent of the cost of our garments. The 
Japs also buy raw materials cheaper than we do and can. 

We must remember also, in considering our people’s wage, that fringe benefits 
(insurance, pensions, etc.) add approximately 40 cents per hour to the regular 
wage. 

Why do we bring these things to your attention? Because our pleas for aid, 
under the law, to the State Department and its various committees, have been 
treated with a brutality unequaled since OPA days. And while we are discussing 
our workers, let us remember that a large number are older people who cannot 
get jobs elsewhere. Young girls come into our mills, later get married, raise 
families and then come back. Another thing to remember, and that is, that it 
is much harder for an operator to learn a new machine than it is for an un- 
trained worker. I am telling you this in answer to the cynical and unthinking 
remarks that “these people can get other jobs.” You as Representatives, are 
close to the people and you know the agony which comes to a family when the 
plant closes down, It first means less education for the kids, the postponement 
of needed medical and surgical care and later perhaps want and privation. 
These are the troubles of the little people, who, when voting time comes are the 
big people—and whoever ignores them and their troubles are cursed of the Lord. 

So, we ask you, why should these people be sacrificed for the benefit of the 
steel exporters and the automobile exporters who are already making plenty 
of money and for the benefit of the CIO’s Mr. Carey and his union members 
who already have plenty of well-paying jobs—and for the benefit of the cotton 
exporters. It may interest the latter to know, if the Japanese, for example, take 
over the cotton and underwear manufacturing business of this country, as they 
will = this bill goes through, that the Japanese imports of American cotton 
have been: 


Bales: 
I hie chase bt hte ARMS oe cn ddl bie MANA ess daaNictan ck dt DAK Jl detain ehseslbl dabeeith debe tn caleba 957, 124 


IT: go icstpateicencesessniicans pea Aah ili, SE NE ES a ie os a 266, 376 
Dollars: 

1952 $208, 195, 000 

1953 123, 620, 000 

79, 575, 000 


Source: World Trade Information Service, Department of Commerce, Foreign Trade of 
Japan, 1952-53. 


The Japs are buying and will buy other cotton in other places than the 
United States. 

The Japanese exports of underwear to the United States have started. We 
have lost our own export business to them. Our knitted glove manufacturers 
are already beginning to close their mills. The underwear import situation 
is very threatening as you can well see by the prices | have quoted you. Usually 
some bright young man in the State Department asks us why we want protec- 


tion now “before the war starts”—and insinuates we are foolish. If we are 
and I wish to stress this, so is Mr. Eisenhower and so are we all of us foolish, 
in spending billions of dollars preparing for a possible war that is not yet upon 
us. We are asking that the same necessary foresight be exercised in different 
channels it is true but to the same end. 

And, in turn, I would like to ask our executive department a question: Why, in 
the very same session of the Congress ask to have our competition increased 
from lower cost goods through H. R. 1 and increase our costs by asking for a 


20 percent increase in the national minimum wage? It doesn’t seem to make 
sense. 
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Another favorite question of the bureaucrats is “If you don’t like this method, 
what do you suggest to take its place?’ In this case it is like asking us if we 
have a better way to die than the one prescribed by them—why should we be 
killed? 

If this bill by any chance is enacted into Jaw, I would make these recom- 
mendations: ; 

I. That provision be made in it to provide severance pay for (1) underwear 
mill employees, (2) yarn mill employees, (3) knitting machine factory em- 
ployees, (4) sewing machine factory employees, and (5) all other working 
people severed from their jobs because of H. R. 1, because this job loss will 
not be due to their fault or that of their employers, but to action by the Federal 
Government and therefore the Federal Government should pay for that loss. 

II. To reimburse, over a term of years, the cotton grower and the wool grower 
for their loss of markets, due to this Federal action. 

III. To purchase (1) the machinery rendered idle and useless in this country 
by this bill and (2) the buildings made useless so that United States private 
capital and private enterprise will be encouraged not to leave this country and 
set up and operate in those foreign countries where, contrary to our policy, 
domestic enterprise is protected and encouraged. 

Unless this is done, a great and grievous wrong will be perpetrated upon a 
large segment of the people by this Congress. 

I would recommend also, should this bill pass, that the execution of it be 
taken out of the hands of the State Department and given to the Department of 
Commerce where it really belongs. This trade-reciprocity negotiation is a 
horse-trading business proposition and not a diplomatic functionu. The British, 
with their long experience in diplomacy and international trade, have recognized 
this and put it all in the hands of their Board of Trade and not in the hands 
of the Foreign Office. We should do likewise. 

I only know what I read in the papers, but I seem to remember all this reci- 
procity monkey business was originally set up to help our allies recover and 
to keep Japan from trading with the Reds. Let’s take a look at this phase. 
The newspapers say that our allies have fully recovered, and also say that 
the new Jap Premier has flatly stated he will trade and encourage trade with 
the Reds. So why keep on? But now the same young men want us to keep 
on with it to encourage peace. It may be noted in passing that the Russians 
give the same excuse for their actions. 

And I'd like to ask one more question, Is it better to give a Jap a job to 
keep him from turning Red, or, will it tend to make our own people Red con- 
scious when their own Government takes away their jobs and gives them to 
the Japs? 

And now, out of the many remaining arguments against this bill and the 
mistaken concepts behind it, I will take up only one: 

Last Wednesday morning, January 26, I read Mr. C. P. Trussell’s dispatch to 
the New York Times headed “Senate Unit Cites Korea War Lesson—Applying 
it in Formosa Urged as Inquiry Hints Subversion in Curbs on Five Chiefs.” The 
story went on to state that the Senate Subcommittee on International Security 
reported that five principal commanders in land, sea, and air operations in 
Korea had sworn that their plans for decisive drives were ruled out from 
Washington. These commanders expressed the belief that possible subversion 
had had a hand, among other things, in the soft-pedaling of military decision 
to knock out the enemy and chase him out of Korea. The Senate subcommittee 
report went on to say: “Although, as the report stated, the former commanders 
were unable to make specific charges of subversion, the subcommittee seemed 
to feel that they had supplied some clues to subversion in Government depart- 
ments.” 

“It expressed hope that the investigation would continue to a point to en- 
compass the source from which their (the former commanders) orders were 
received. As possible sources the report mentioned the Pentagon, the State 
Department, spokesmen for the Allies, and certain Ambassadors.” 

These Senators signed the report: Mr. Jenner, the retiring chairman ; Arthur B. 
Watkins, of Utah; Herman Welker, of Idaho and John Marshall Butler, of 
Maryland, Republicans, and James ©. Eastland of Mississippi; Olin D. Johnston, 
of South Carolina; and John L. McClellan of Arkansas, Democrats. 

When I read this, a shiver went over me and my mind flashed to the House 
Resolution No. 1 and its great possibilities for impairing and destroying a 
war potential of the United States. And I thought of some other Government 
actions, which when taken alone seem fairly usual, but when taken altogether 
look dubious and frightening. 





TRADE AGREEMENTS EXTENSION 1903 


First, I want to make it very clear that I am not charging subversion to anyone 
or group, but out of my military experience and my experience in supply in 
World War II, certain things look dangerous to me when added together, and 
I feel it my duty to bring them to your attention. 

In the first place, if I were a subversive, I would not attack or endanger our 
supplies of airplanes, guns, ammunition, medicine, or food. What was happening 
would be immediately apparent to the public and to Congress. But an attack on 
that great element of necessity in fighting a war, clothing, might not be under- 
stood by our public or our Congress. Our troops have been well clothed since 
Valley Forge and since General Lee’s men marched away from Appomattox. 
We accept clothing as usual, but, if you will stop and think a moment, you will 
realize that no matter what guns, ammunition, and leadership you give an 
army, it can’t fight without clothing. 

As an historic example, after we had suffered our reverses in the Battle of 
the Bulge, of World War II, General Bisenhower and his people called upon our 
industry for the delivery of 67 million undershirts in 3 months. 

Luckily, we had a sound industry, but we had to throw every underwear mill 
in the United States into the breach. And we did it, even though some people 
in the OPA refused to allow prices to some mills which would have returned 
their costs. But, to their eternal credit, those mills turned out the goods at a 
real loss to themselves. 

Now let’s consider the things that have occurred. 

In the first place, Mr. Eisenhower, sparked by someone, has issued orders 
that a poster be placed in every factory working on Government contracts. These 
posters state that the factory management have agreed to hire anyone who applies 
regardless of race or color, ete. In addition the President has caused to be issued 
leaflets telling people how to prosecute violators. Now, of course, this is not 
the time and place to discuss segregation or the right of people to jobs. I am 
only calling your attention to results. I have heard that some mills located in 
the South have called in their employees, shown them the posters and asked if 
the employees objected to the posting of them. In every instance the employees 
have stated they would walk out if the placards were put up. Now, mark you, 
this is not mill management speaking, but the working people themselves. 

The greater part of the underwear industry is in the South, the greatest 
suppliers and the greatest potential suppliers of service underwear are in the 
South. So probably no more Government contracts will be taken in the South— 
not because of mill management but because of the working people themselves, 
This means that the few northern mills left will get the Government business. 
They are the higher-cost mills and will be put out of business first and quickest 
by this Japanese competition. 

Now, as if this were not enough, someone has also sparked the President to 
issue another order that if a foreign bidder on Government contracts is more 
than 6 percent below the lowest American bid, he is to get the business. You 
have seen the Japanese prices—and ours—so you can judge very quickly who 
will be supplying our armed services with underwear in the future. And I am 
wondering how the marines will enjoy wearing underwear with “Made in Japan” 
stamped on it. 

But, seriously, can the Congress permit, not only the ruination of our industry, 
but the elimination in this country of a very necessary war potential. 

This is the question you are facing in H. R. 1, because rather than promoting 
peace, it will invite an aggressor to make war on us and on those whom we are 
supposed to protect, because we have been weakened by the operation of this bill. 


CERTAIN STATISTICAL NOTES ON UNDERWEAR AND WORK GLOVES 


Many of the underwear mills have had to reduce their workweeks this past 
year because of curtailed demand. The average number of hours worked per 
week for the first 6 months of 1954 was 35%. This is 2 hours under the 1953 
average and 3 hours under that of 1952. During the same period average weekly 
earnings were $43.23 (1954), $45.11 (1953), and $45.44 (1952). This reduction 
of income despite an increase in the average hourly earnings from $1.14 in 1951 
to $1.22 in 1954. The value of shipments in the knit underwear industry are 
likewise declining. For knit cotton-wool underwear and nightwear, the value 
of net shipments dropped from $299,139,000 in 1951 to $268,656,000 in 1952; 
$241,183,000 in 1953, and $98,361,000 for the first 6 months in 1954. Further 
tariff cuts can only mean further declines in shipments. 

Conditions in the work-glove industry are not much different from those 
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existing in the apparel and textile fields in general. It would seem to follow 
that the substantial industrial upsurge and the increased working force follow- 
ing World War II would bring about an increased demand for all types of work 
gloves. On the contrary, both production and shipments have fallen off. Pro- 
duction from a level of 16,246,464 dozens in 1953 to 15,051,778 dozens in 1954, or a 
decrease of 7.4 percent. Total shipments for all types of work gloves in 1954 
were off 4 percent from 1953, 4 percent under 1952, and 7 percent under 1951. 

Dollarwise, the industry is also losing ground steadily. There is a successive 
decline in dollar shipments for all work gloves for each of the years 1951-54, 
the latter year being 21.6 percent under 1951, 11.4 percent under 1952, and 10.4 
percent under 1953. 

The average amount received for all gloves shipped in 1951 was $4.15 per 
dozen ; in 1952-53 it was $3.85 per dozen; and in 1954 it hit a low of $3.54 per 
dozen, or 14.5 percent under the 1951 average. 

There has been no comparable decrease in the cost of production during this 
same period. The cost of labor, on the contrary, has risen—as it has in all 
industries—and the decreased volume of gloves produced and shipped has added 
appreciably to the cost of production. Yet the dollar value received per dozen 
gloves continues on a downward trend. 

The work-glover industry, as the figures above clearly point out, could not very 
well stand the added burden of lower tariffs. 

Therefore we request that H. R. 1 not be reported out of this committee or if 
reported out that it be reported unfavorably. 


Are there any questions? 

Mr. King of California will inquire. 

Mr. Kine. Mr. Cheney, first of all I am sympathetic to the greater 
part of your complaint. I would like some elaboration, however, on a 
paragraph or so. 

I am concerned, first, with about an inch and a half down in the 
third paragraph on page 1 of your statement. 

Mr. Cueney. I have it in front of me. 

Mr. Kina. I will read it: 


For too many years we have circumvented our Constitution by granting 
what amounts to dictatorial powers to certain groups and bureaucracies »who 
have no responsibility to the people or whose responsibilities to the people 
are so far removed that punishment by the people for irresponsibility cannot be 
exercised. 

Is it not true, Mr. Cheney, that in practically all of the departments 
of Government there are instances where — necessarily are dele- 
gated for enforcement purposes to such departments and that Con- 
gress is pretty well, and I think necessarily, separated from the actual 
workings of the enforcement? Is that not a rather long-standing 
practice in our country ? 

Mr. Cuenry. The enforcement? 

Mr. Kine. Yes. u 

Mr. Cueney. Yes, sir; I agree with you thoroughly. But I think 
this is different. 

Mr. Kine. I will read further now: 

The result has been loss in economic wealth not only to the worker but also 
to the manufacturer. An outstanding example of this sort of thing was the 
late lamented Office of Price Administration. And I understand that a large 
number of OPA’ers are now in the State Department. 

I would like you to elaborate a little bit there, Mr. Cheney, It 
leaves sort of up in the air what your attitude might be toward OPA 
and OPA’ers. . 3 

Mr. Cuenry. I cited the case of the armed services asking us for 
67 million undershirts in 8 months. About 25 of our mills had been 
refused prices which would return them their cost in making such 
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undershirts. Nevertheless, those mills produced the undershirts for 
the Army at a loss to themselves. That is what I mean in one in- 
stance. 

In the second instance, through a quirk in the law, we found we 
had the right to investigate the OPA. I think it is the first time 
that private industry ever investigated a branch of the Government. 
We put a number of Ernst & Ernst auditors and costmen and engi- 
neers into the OPA and they found instance after instance where mis- 
takes in simple arithmetic and things of that sort denied our people 
are return in their prices. 

The difference that I would make here, sir, is this: that the delega- 
tion of legislative power to an agency is dangerous. The delegation 
of enforcement power must be done in the complexities of our Govern- 
ment. 

Mr. Kine. One more sentence, Mr. Cheney. 

This bill, now before you for consideration, is a typical end run by certain 
holdovers from previous administrations, in my opinion, and which will achieve 
the same disastrous results as were achieved by the people who set up and 
operated the OPA. 

What were the “disastrous results”? 

Mr. Cuenry. Of OPA? The American people suffered from a lack 
of underwear, for example, and other commodities, because the young 
gentlemen in the Office of Price Administration refused for various 
reasons, oftentimes mistaken, to give them an adequate return for the 
merchandise. In other words, the prices set, and I can only speak of 
my own industry directly, in a number of cases did not return to the 
mills the cost of making the garments. 

There is another instance that I will cite. Two of our mills were 
making very hush-hush knitted fabrics used in radar. There was a 
tremendous demand for them by our Navy. These people in OPA, 
and it is very hard for me even now to refrain from profanity, refused 
to give these mills the cost of producing those fabrics which were 
bitterly needed in our fighting the Japanese in the Pacific. 

We had to go up to the highest authority to have that thing changed. 
These mills kept on making that at a loss because they were patriotic 
enough to do it. If what Mr. Casey has told you and Mr. Moss has 
told you, and these other gentlemen this morning, of their efforts to 
get a decent return and a decent interpretation of the law, as I gathered 
from their testimony, I think it is highly dangerous to give to anybody 
legislative power which can wipe them out of jobs and industries out 
of business. 

Mr. Krne. Of course, during wartime, Mr. Cheney, you would ad- 
mit that it has always been the history that some ple are injured 
and new people are brought in and not scomainbell with all the seg- 
ments they perhaps should be acquainted with. Many times inequi- 
ties and injustices can take place, unavoidably. | 

You would not mean to disparage the character or the reliability 
of the men in the State Department, if there are some, just because 
they had formerly been associated with OPA. 

Mr. Cueney. From my experience, I have been so badly burned, 
sir, I would say I would be suspicious. 

Mr. Kine. You would be prejudiced nevertheless? 

Mr. Cueney. Very definitely suspicious. I am not accusing them 
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of being subversive. But any man who came out of the OPA who 
had anything to do with the fixing of our prices, the brutality by those 
people, the ignorance shown by those people, the drunkenness in 1 or 2 
cases of those people, when they were supposed to be figuring price— 
if you want proof of this it is all in the Ernst & Ernst files—I would 
be very suspicious. That is why I mentioned that situation. 

Mr. Kine. That implication, however, could be unjust and unfair 
in many cases, if it were to be carried through. 

Mr. Cueney. If there is an implication or imputation that these 
gentlemen are subversive or crooked, I did not mean that to be the 
case. I merely said, and I say again, I would be suspicious. 

Mr. Kine. I perhaps should not add this but I will. In our great 
State of California, Mr. Cheney, I happened to be in a position during 
the war, one that I would not want to have again, of assisting in the 
filling of vacancies in the Government. It just happens that in the 
case of OPA I, along with other colleagues, was instrumental in 
placing several of the top people. It happens that everyone of them 
came from the great retail organizations, top men in that field. The 
director locally, in my county of Los Angeles, was the head of one of 
the great merchandising enterprises there. The regional head was 
also from that group. But the underwear people were really abused 
and you are still mad about it. 

Mr. Cueney. [I still hurt. 

You had a very fine chap that came out of California, a professor of 
economics. He was renowned. I have forgotten his name. That 
gentleman was so misled by the people under him that he unknowingly 
worked a great hardship on a lot of our people. I do not think he 
knew what was going on. I think he was misled. 

Mr. Kina. Then, by the use of the world “holdovers” from the pre- 
vious administrations, you want to except President Eisenhower and 
Secretary Dulles and a few others ? 

Mr. Cnenry. No. 

I simply meant this: I have been a soldier. I took over a troop of 
Cavalry, who was run by a lousy, rotten troop commander. He had 
a bum lot of noncoms. Unless I am a pretty good man on a horse and 
with a rifle and a saber, I do not know what is going on. A lot of busi- 
nessmen and people come to Washington and they have not the slight- 
est idea what is going on. They have to depend on the sergeant major 
and the first sergeant and the duty sergeants. If I do not know, I can 
still get into a terrible mess. I would bust them if they were no good. 
But if they were under the civil service, I could not bust them. 

Do you see what I mean ? 

Mr. Kine. I do. 

Somehow or other I thought you may have been a soldier. I seemed 
to sense that there were many occasions that you wanted to use substi- 
tute language and thought you better not. 

Mr. Cueney. I had been a first sergeant ; yes, sir. 

Mr. Kine. Using, then, your own analogy that there should be some- 
body directing this sort of thing, nobody less than the President of the 
United States and the Secretary of State and probably 4 or 5 mem- 
bers of the Cabinet are directing this show. 

Mr. Cueney. No; I do not think that is necessary. I think it was 
the member from California who suggested that the Congress or a 
committee of the Congress review these activities periodically, 
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Mr. Kina. That is right. I sort of go with that. It is a hard thing 
to do. 

Mr. Cuenery. Beg pardon. 

Mr. Kine. Congress is having trouble now adjourning a month or 
two before the takeup of the next session. I do not know what would 
happen if we had to take back some of the functions that were exer- 
cised back in the 1840’s and 1850’s. 

Mr. Cueney. You could not do that, sir. But where you have had 
an experience, as Mr. Reed says, of bureaucratic inefficiency and arro- 
gance, it would seem to me that we could work out something so that 
legislation is not left to individuals with no responsibility for that 
legislation to the people. 

Mr. Kine. Did you say Mr. Reed said that ? 

Mr. Cueney. Perhaps I am wrong in quoting Mr. Reed, but he has 
talked about bureaucrats. 

Mr. Kine. Sometimes Mr. Reed is the kind of a gentleman that for 
the record uses language a little different than in the cloakroom, when 
he has calmed down. We always love him. 

Mr. Reep. I am always suspicious of a compliment of that kind. 

Mr. Kine. It is a peculiar compliment. You know I love you. 
There are times when Feat to take you on, but I do not do it because 
I come off second best when I do. 

That is all, Mr. Cheney. 

I just wanted to be certain in view of the standing of some of the 
men that may have been good men out of OPA that they did not have 
a witness who involuntarily laid some sort of stigma on their doorstep 
because in times like these that would be almost enough to yank some 
of them out and take them before a committee. They may be good 
and we do not want good ones yanked out and embarrassed. 

That is all, Mr. Chairman. 

Mr. Cueney. Thank you, sir. 

The Cuamman. Mr. Reed of New York, will inquire. 

Mr. Reep. Mr. Cheney, I am very much impressed with your testi- 
mony. You are before the body that handles the complaints of those 
that have suffered from legislation or from acts of Government that 
they feel unjust, and you are here to plead your cause, which you have 
a perfect right to do. 

I am well acquainted with the underwear industry in New York. 
It is not true that a large part of the industry in concentrated in and 
around New York City? 

Mr. Cueney. The lingerie industry, making high-style garments, 
mostly of rayon and nylon, for women, is concentrated in the metro- 
politan area. 

Mr. Reep. That is what I thought. 

I am very much concerned when I see the great industry you repre- 
sent steadily lose business. Is it not true that sales of your products 
declined from about $300 million in 1951 to less than $250 million 
in 1953? 

Mr. Cuenry. That is substantially correct, sir. 

Mr. Reep. If you have a forum before which you can appear, it is 
your duty to do so in representing that industry. We are very glad 
you are here. I for one want to hear the complaints that are coming 
in with reference to H. R. 1. 

The Cuamrman. Mr. Simpson, of Pennsylvania, will inquire. 





1908 TRADE AGREEMENTS EXTENSION 


Mr. Stmpson. Do you know, sir, that you will probably be negoti- 
ated for less tariff protection than you have now because yours is one 
of the items included in the Japanese list? If this bill passes, I call 
them these smart-boy negotiators—you have been referring to them— 
will go over to Geneva and trade your industry down for lower tariffs. 
Is that what you are afraid of? 

Mr. Cuenry. Very much so. 

Mr. Smoarson. What this adds up to, when you were talking about 
the negotiators, you were referring to men in whom you have no confi- 
dence as negotiators, is that right? 

Mr. Cueney. That is true. 

May I add a little bit? 

Here has been the situation: I appeared before a GATT committee 
in October. This was my fifth appearance on this sort of thing in the 
last 3 months. I had forgotten what that committee was, Feckts, 
whether it was GATT, or CRI, or some branch of tariff. 

It was a committee. On that committee sat Mr. Fleming, to give 
you an idea of the committee. The chairman of the committee was 
quite a gentleman from the Middle West, owner of farms, and what 
have you, a banker, and I made the statement before that committee 
that our people are not allowed to go to Geneva and advise our negoti- 
ators, nor were Members of Congress permitted to go and advise our 
negotiators. 

he chairman, being a good administration stalwart, said “You are 
dead wrong.” He said, “I have been here for 3 months and I never 
heard of such a thing.” I came back at him as politely as I could and 
said, “I have talked to one of your people from the State Department 
and he reiterated to me and told me that was true.” 

As Jim Casey, who has been over to Geneva, told you this morning, 
the French, the British, the Japanese, the Chinese, the Italians, and 
what have you, have their own businessmen over there advising them 
on these negotiations when that business or industry comes up for 
negotiation. We are not allowed to do it. 

Now, I understand that this crowd is going to let some of you folks 


0. 
° Mr. Srpson. They are going to do what? 

Mr. Cuenry. They are going to give permission to some of you 
people to go. 

The most ungodly thing—excuse me again—I ever heard in my life, 
the State Department is going to permit certain Members of Congress 
to attend these negotiations. 

Mr. Smpson. I have not heard that. Have you seen that in the 

aper ? 
7 {r. Curnry. Somebody told me that, and it is likely true. 

Mr. Srupson. I would like to have that information. My informa- 
tion is that the things are very secret and you will never hear another 
word until you learn someday that your tariff has been cut. 

Your competitors know how the negotiations are going, but no mem- 
ber of this committee can get into the meetings. former chairman 
was barred. I am sure that same practice prevails today. It is all 
done secretly. You, of course, do not know what to expect nor do your 
employees. 

That is all, sir. 
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The Cuarrman. Are there any other questions? 


If not, we thank you for your appearance and the information 
given to the committee. 


Mr. Cueney. Thank you. 
(The following material was submitted for the record :) 


BristTo., R. I., January 26, 1955. 
Hon. AtME J. Foranp, 


House Office Building, Washington, D. C. 


Deak REPRESENTATIVE ForanD: The town council at its January 24, 1955, 
meeting directed me to write our Representatives in Congress and request that 
they protest against the reduction of the tariff on lace imports to this country. 

We trust you will follow closely any legislation presented concerning reduction 
of tariff on lace imports, as it is strongly felt that the lace industry in our State 
must be protected against the flooding of imported materials to the United States. 

Thanking you for your efforts in our behalf, I am 

Sincerely yours, 


JoHN W. CuurcnH, Clerk. 


RESOLUTION OF Woonsocket Crry CoUNCIL, Fesruary 1, 1955, In Protest AGAINST 
Lower TARIFFS ON FoREIGN-MApE TrextTILes ImMporteD INTO THis CouNTRY 


Whereas it is common knowledge that the entire textile industry in the United 
States has been in a depressed condition since 1952, even though other industries 
in this country have been prosperous; and 

Whereas there is now pending before the Congress of the United States a 
bill proposing to give the President additional powers to adjust tariffs on imports 
into this country; and 

Whereas the well-being and prosperity of the entire New England region is 
dependent on a solvent and active textile industry ; and 

Whereas textiles can be manufactured in foreign countries at a much lower 
cost than can be manufactured in the United States, because of the much lower 
wages paid in said foreign countries and because of the much lower standard 
of living there prevailing; and 

Whereas the productive capacity of foreign textiles has greatly increased in 
the recent past because of the installation in said foreign countries of modern 
textile machinery, said installation having been made possible under the foreign- 
aid program of the United States; and 

Whereas, because of said increased productive capacity, thousands of yards 
of foreign-made worsted and woolen goods are now being imported into the 
United States even under present tariff rates on foreign textiles ; and 

Whereas it is apparent that the present tariff rates on foreign textiles should 
be inereased and not lowered in order to prevent the ruin of the entire textile 
industry, the existence of which industry is so vital to the prosperity of New 
England and to the prosperity of the United States as a whole: It is hereby 

Resolved by the City Council of the City of Woonsocket as follows: 

Section 1. That the city council of this city hereby records its protest against 
the further decrease on present rates on foreign-made textiles. 

Seo. 2. That the city council of this city hereby records its stand that the 
present tariff rates on textiles should be increased to a point sufficient to protect 
the textile industry of the United States. 

Sec. 3. That forthwith upon the passage of this resolution a certified copy of 
same be forwarded to the President of the United States, to the representatives 
in the Congress of the United States from the State of Rhode Island, and to 
the members of the Tariff Commission of the United States in Washington. 

Sec. 4. This resolution shall take effect upon passage. 

In city council, February 2, 1955: Read, received, and passed. 

Attest : 

W. CHEsterR Rose, Clerk. 

A true copy, February 3, 1955. 

Attest: 

W. CHEstTER Rose, City Clerk. 

Approved February 3, 1955, by: 

Kevin K. Coteman, Mayor. 
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URGING THE PRESIDENT OF THE UNITED STATES, THE CONGRESS OF THE UNITED 
STATES, THE SECRETARY OF STATE OF THE UNITED STATES, AND THE TARIFF Com- 
MISSION TO ENACT AND MAINTAIN TARIFF RATES ON TEXTILES, INCLUDING LACE, 
JEWELRY, AND RUBBER-GOOps IMPORTS 


Whereas textile, jewelry, and rubber-goods manufacturers are three of Rhode 
Island’s major industries employing over 54 percent of Rhode Island’s manufac- 
turing workers; and 

Whereas manufacturing is the foundation of the Rhode Island economy where- 
by over one-half of the entire State’s population is directly or indirectly depend- 
ent upon such industries; and 

Whereas in all of these industries labor and labor costs are vital factors repre- 
senting about 60 percent of the value of the manufactured product; and 

Whereas such products can be and are manufactured today in many parts 
of the world, often with the aid of the latest types of American equipment; and 

Whereas the consequent threat of price competition from low-wage countries 
abroad is very real; and 

Whereas recent studies by the United States Bureau of Labor Statistics indi- 
cate the large wage differentials which place American manufacturers at a de- 
cided competitive disadvantage; and 

Whereas the Rhode Island textile industry including lace goods, represents 
about 30 percent of all manufacturing employment and a total investment of 
$300 million; and 

Whereas the jewelry industry employs about 19 percent of Rhode Island 
manufacturing workers; and 

Whereas the manufacture of rubber products represents a substantial portion 
of industry in this State; and 

Whereas this tremendous percentage of Rhode Island industrial workers would 
be forced into the ranks of the unemployed upon the closing of the mills and 
factories of this State: Now, therefore, be it 

Resolved, That the President of the United States insist on increasing and 
maintaining proper tariffs on the imports of textiles, including lace, jewelry, and 
rubber goods imports; and be it further 

Resolved, That the Secretary of State of the United States enter into no agree- 
ments and make no concessions to any foreign nation which would affect ad- 
versely the manufacture and sale of textiles, including lace, jewelry, and rubber 
goods imports ; and be it further 

Resolved, That the Congress of the United States and more particularly the 
Committee on Finance of the Senate and the Committee on Ways and Means of 
the House of Representatives take every legislative precaution in enacting proper 
legislation to ensure the creation and maintenance of proper tariff rates on 
textiles, including lace, jewelry, and rubber goods imports; and be it further 

Resolved, That duly certified copies of this resolution be transmitted forthwith 
by the Secretary of State to the President of the United States, to the Secretary 
of State of the United States, to the Tariff Commission of the United States, to 
the chairman of the Senate Committee on Finance and to the chairman of the 
Committee on Ways and Means of the House of Representatives, and to the Sen- 
ators and Representatives from Rhode Island in the Congress of the United 
States earnestly requesting that each use his best efforts to bring about the 
enactment and maintenance of proper tariff rates on textiles, including lace, 
jewelry, and rubber goods imports, to the end that the manufacture and sale 
of such goods in the United States are not jeopardized. 


CorDAGE INSTITUTE, 
New York 17, January 31, 1955. 
Hon, JERE COOPER, 
Chairman, House Ways and Means Committee, 
New House Office Building, Washington 25, D. C. 

DEAR Mr. Cooper: Cordage Institute, a trade association of the United States 
hard-fiber cordage and twine manufacturers, is filing this brief in opposition to 
the passage of H. R.1. A list of manufacturers in behalf of whom this brief is 
submitted is attached hereto. 


LOCATION OF THE INDUSTRY 


The industry is presently comprised of 16 companies, operating 21 mills in 11 
States as follows: California, Illinois, Louisiana, Massachusetts, Missouri, New 
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Jersey, New York, Ohio, Pennsylvania, Washington, and Wisconsin. More than 
one-half of the companies in the industry fall in the category of small business. 
In addition there are 5 State prisons manufacturing cordage and twine, and a 
rope mill operated by the Navy Department at the Boston Navy Yard. 


INDUSTRY PRODUCTS 


The products of the industry are rope, baler twine, binder twine, and industrial 
and fishing twines. Rope is essential to the operation of our Navy, merchant 
marine, and Army. It is also essential to many industries, including transpor- 
tation, mining, construction, agricultural, fishing, and oil-well drilling. 

Baler twine is used in the automatic pickup baler for the baling of hay, straw, 
and other forage crops. The use of this type of baler has become essential to the 
production of the maximum amount of beef and dairy products during time of 
war when farm labor is least available. Binder twine is used in a machine for 
the harvesting of small grains. The use of the binder has diminished gradually 
since the introduction of the combine; however, it is still an important farm 
implement in some areas. 

Indvstrial wranning twine is essential for the efficient and safe tying of pack- 
ages and bundles for shipment of critical war materials 


RAW MATERIALS 


In the manufacture of hard-fiber cordage and twine products, all of the fibers, 
the basic raw materials, are imported from sources around the world. Manila 
(abaca) fiber, used principally in the manufacture of rope, is obtained only from 
the Philippines, Indonesia, and Central America, Sisal (agave sisalana), used 
mainly for baler twine, rope, and wrapping twine, is obtained from Abrica, 
Haiti, Indonesia, and Brazil. Henequen (agave fourcroydes), used for binder 
twine and wrapping twine, is obtained almost entirely from Mexico and Cuba. 
Therefore, in the course of its operations, this industry makes very large dollar 
contributions to many areas of the world. 


ESSENTIALITY OF THE INDUSTRY RELATED TO THE NATIONAL STOCKPILE OF ABACA AND 
SISALANA 


The hard-fiber cordage and twine industry is essential to the national defense, 
and its need and ability to serve the Nation in time of war is a matter of history, 
as evidenced by a letter from the War Production Board dated April 19, 1943, 
marked ‘Exhibit A.” As an example of the yital importance of the industry, 
both abaca and sisalana fibers have been declared strategic materials and are 
presently being stockpiled by the Federal Government. In addition, the Govern- 
ment is operating 5 abaca plantations in Central America comprising about 
20,000 acres. These plantations were first started during World War II by 
the Government because of loss of other sources of the fiber to enemy action. 

Sisalana and abaca are vegetable fibers and will deteriorate in storage. There- 
fore, they must be rotated and the industry cooperates in this by taking old 
fiber from the stockpile and replacing it with new fiber. Accordingly, the rate 
of consumption of these fibers by the United States industry is a limiting factor 
on the size of the stockpile. Imports of cordage and twine offset consumption 
of fiber by the United States industry and, unless controlled, will have very 
serious consequences on the program for the maintenance of a sufficient stockpile 
of usable fiber, which will endanger the national security and increase the cost 
of the program to the taxpayer. 


ESSENTIALITY OF THE INDUSTRY RELATED TO WAR NEEDS 


The total United States hard-fiber cordage and twine market in the year 1953 
in millions of pounds was as follows: 


Industrial twine 

Baler twine 

Binder twine 

Repes. 22a. A. AiG oted. 2. lite, hives eet hook SG es 106. 4 


The following is our estimate of war requirements in millions of pounds which 
we respectfully suggest might be compared with such estimates made by the Office 
of Defense Mobilization which are unknown to us. 
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Industrial twine 
Baler twine 
Binder twine 


During 1953 the private United States industry sold only 245.3 million pounds 
of cordage products. Imports totaling 122.9 millions of pounds and a small 
State prison production took the balance of the market. It should be readily 
apparent that the private industry will not be in a position to continue to main- 
tain the extra resources needed for a war effort unless it can be afforded a larger 
share of the domestic market. It should be noted here that exports by the 
industry are practically nil. 


INDUSTRIAL CAPACITY FOR ROPE AND TWINE MANUFACTURE 


On the basis of World War II experience we know that the industry has suf- 
ficient machine capacity to manufacture the rope, agricultural and industrial 
twines needed for a war effort. However, imports are taking an increasingly 
large share of the United States market and that part of the market now remain- 
ing to the United States industry is not sufficient to support the excess capacity 
required for a defense effort. 

In addition to capacity in terms of buildings and machinery the industry has 
the problem of maintaining a trained labor force. The mills on whose behalf 
this statement is made now employ less than 4,000 people. During the past 
several years there has been a decline in employment, and during the past year 
almost all of the mills were operating on short shifts. In time of war the indus- 
try has difficulty in obtaining suitable workers in competition with other indus- 
tries. To meet this problem the industry must be assured of a substantial 
part of the domestic market, so that it can carry as large a trained working 
force as possible and offer security and regular employment to its workers. 


IMPORTS 


The Netherlands trade agreement, which became effective in 1936, reduced 
the duty on wrapping twine from 40-percent ad valorem to 20-percent ad valorem. 
In 1948, at the Geneva Conference, the duty was further reduced to 15-percent 
ad valorem. On the attached table of sales and imports, marked “Exhibit B,” 
you will note that wrapping twine-imports in 1948 were 30 percent of sales 
by United States producers. In 1953 imports of wrapping twine were 120.9 
percent of sales by United States producers. 

Binder twine has been on the duty-free list for many years. In 1948 imports 
of this item were 34.4 percent of United States producers’ sales, and by 19538 
had assumed the proportion of 113.7 percent of industry sales. 

Baler twine was put on the duty-free list in 1951 by act of Congress. In 
1950 we estimated imports of baler twine at 6 million pounds or about 6.3 per- 
cent of United States producers sales. By 1953 imports of this article had 
increased to 40.8 percent of United States producers sales. You will also note 
from the table that in actual quantity imported baler twine increased from 40.8 
million pounds in 1953 to 71.7 million pounds in the first 10 months of 1954, or 
95.6 percent of United States producers sales. 

The duty on manila rope smaller than %-inch diameter has been reduced 
from 2 cents per pound and 15 percent ad valorem to 2 cents per pound and 10 
percent advalorem. The duty on sisal and henequen rope has been cut in half. 
Imports of rope in the past several years have been somewhat curtailed due 
to the depressed condition of the United States rope market. We estimate the 
1954 total rope market at 88 million pounds, or approximately 17.3 percent less 
than the 195838 market. It is believed that the existing duty on rope will prove 
ineffective protection to the United States industry on a return to more normal 
business both in the United States and other rope-producing countries. 

The art of cordage and twine manufacturing does not lend itself to secret 
processes. We do not have special equipment or patents which give us an 
advantage over foreign manufacturers. Most cordage and twine manufactur- 
ing machinery is made in Ireland and England. Thus, machinery and fiber 
supplies are available to other countries of the world at not more and, in some 
instances, at less cost than to the United States industry. However, the main 
difference in cost of production between a United States private manufacturer 
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and a manufacturer in a foreign country is the difference in the cost of labor, 
taxes, etc., and the advantages of subsidies or other favorable treatment by their 
governments. 

FUTURE OF THE INDUSTRY 


We believe it to be obvious from the foregoing that the future of this industry 
is in jeopardy unless some means can be provided for restricting to reasonable 
levels imports of competitive cordage products. As an example of the critical 
situation in the industry, 1 rope mill and 1 prison twine mill ceased operations 
in 1954 and we understand that another prison twine mill is in process of closing. 
There are no products of United States industry more important to the economy 
of our country in peacetime, nor more important to the defense of our country 
in time of war, than rope and agricultural twines. You are aware of the vital 
importance of rope to the Navy, Army, merchant marine, fisheries, farmers, 
transportation, mining, and other industries. In 1944 the domestic industry 
produced over 282 million pounds of rope and could have produced much more 
had fiber and labor been available. Approximately 46 million pounds of inferior 
rope made from henequen was imported, making a total of approximately 329 
million pounds of rope available for the war effort. Actual requirements, we 
understand, were considerably greater than this. The industry cannot be ex- 
pected to maintain sufficient capacity to more than triple its rope production in 
time of war on the basis of its present volume of business. 

Baler and binder twines play an essential part in the production of our food 
supplies. A healthy competitive industry is needed in this country to assure the 
American farmer of an adequate supply of agricultural twines at reasonable 
prices at all times. He will be deprived of this assurance if he must rely upon 
offshore supplies, where he will be at the mercy of irresponsible foreign suppliers 
and monopolistic practices permitted in foreign countries. If the United States 
cordage industry is allowed to diminish in size there will not be sufficient capacity 
left in this country to meet requirements in time of war when offshore sources 
are not available. The use of baler and binder twine results in a great saving 
of labor to the farmer. Also it permits more rapid gathering and safer storage 
of the crops and thus reduces the risk of loss through spoilage. In time of war 
labor is not available in sufficient quantity to assure a maximum harvest by hand 
methods and therefore agricultural twines are essential to our food supply. 

We are opposed to the passage of H. R. 1 in its present form because— 

1. Paragraphs (1) (A), (1) (B), (2) (A), and (2) (B) of section 3 would 
positively preclude this industry from obtaining all necessary relief from 
imports through the escape-clause procedure. 

2. The bill does not provide for special consideration by the Tariff Com- 
mission under the escape-clause procedure or the executive branch for essen- 
tial defense industries needing relief from imports. 

In conclusion and summary we respectfully submit that it is of the utmost 
importance to the national security, and to the future of this industry, that it be 
afforded means of obtaining adequate relief from imports so that it may be re- 
turned to a healthy condition and assure— 

1. The existence of sufficient capacity in terms of machinery and labor to 
meet defense needs, and 

2. The consumption of fibers by the industry in sufficient volume to support 
ee stockpile of fibers of the quantity and quality needed for a war 
effort. 

We cannot believe that it was intended that this bill would endanger the 
national security by denial of adequate relief from imports to essential defense 
industries, and we feel sure that you and your committee will, in consideration 
of this, except from the provisions of paragraphs 1 (A), 1 (B), 2 (A), and 2 (B) 
the products of industries found essential to the national defense by the Presi- 
dent and otherwise provide for special consideration by the Tariff Commission 
and the executive branch of such industries seeking relief from imports where 
appropriate in the bill. 

ane respectfully request that this brief be included in the printed hearings on 
this bill. 

Respectfully submitted. 

DeWirr C. Scutieck, Secretary. 
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Untrep States Private Harp-Fiser CorDAGE AND TWINE MANUFACTURERS 


American Manufacturing Co., Brooklyn, N. Y. 

St. Louis Cordage Mills, St. Louis, Mo. 

Badger Cordage Mills, Inc., Milwaukee, Wis. 

Cating Rope Works, Inc., Maspeth, N. Y. 

Columbian Rope Co., Auburn, N. Y. 

Edwin H. Fitler Co., Philadelphia, Pa., and New Orleans, La. 
Cupples Company Manufacturers, Inc., Brooklyn, N. Y. 

Hooven & Allison Co., Xenia, Ohio 

Thomas Jackson & Son Co., Reading, Pa. 

New Bedford Cordage Co., New Bedford, Mass. 

Peoria Cordage Co., Peoria, Ill. 

Plymouth Cordage Co., North Plymouth, Mass., and New Orleans, La. 
Rinek Cordage Co., Easton, Pa. 

E. T. Rugg Co., Newark, Ohio 

Tubbs Cordage Co., San Francisco, Calif., and Seattle, Wash. 
Great Western Cordage Co., Orange, Calif. 

Wall Rope Works, Inc., New York, N. Y., and Beverly, N. J. 
Whitlock Cordage Co., New York, N. Y., and Jersey City, N. J. 


Exuisit A 


War Propuction Boarp, 
Washington, D. C., April 19, 1943. 
To the Cordage Industry: 

The War Manpower Commission has officially designated the production of 
cordage, rope, and twine as an essential activity. This action places the pro- 
duction of this industry on the same level as the production of other essential 
industries, including shipyards, aircraft factories, and ammunition plants. It 
means that the same deferment consideration, subject to the judgment of local 
draft boards, may be given to stated key workers in plants manufacturing 
cordage, rope, and twine, as is given to the possible deferment of key workers 
in plants making ships, airplanes, and ammunition. 

The cordage industry may be proud of the job that was done in 1942. All 
military needs were met and essential civilian requirements were supplied. This 
work must be continued in the war effort. Every machine must run to capacity ; 
every possible hour and every effort must be made to increase production and 
hold it to the highest level attainable. 

Sincerely, 
FRANK L. WALTON, 
Director, Textile, Cothing, and Leather Division. 
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Exuisit B 


Sales and imports 




































































[Millions of pounds} 
| 

Sales | Percent 

of im- 

ports to 

Year Products —— —— Imports ‘| United 

tates > ni States 

private Prisons States | produc- " 
industry i producers ers 

WR thle sc een Wrapping twine_.........-- 30.5 5 31.0 9.3 | 30.0 
TEE WIPE nee cen ak aoe 65.8 17.7 83.5 28.7 | 34.4 
Baler twine. ...........-.... 54. 6 2.3 56.9 |...... ii ase 
RONG .ncbcdedies ctansenéee — 107.3 108. 4 3.4 | 3.1 
Total, all products....| 258 2 21.6| 2708| 41.4) 14.8 
WD inidocentsnisecswese Wrapping twine “ 29.0 410. 1 | so 34.8 
Binder twine__......- ‘ h : 79.2 23.1 29.2 

Baler twine. .......-.- ; 44.0 |_..--- fa adWod oak 
Oh nb thiwesi 93. 6 3.5 | 3.7 
Total, all products _-__. 226.8 19.0 | 245.8 36.7 | 14.9 
WM Ladies hiviste stk Wrappingtwine............| 350]  .8| 35.8| *334| 933 
ET CIOs inn se ons 72.7 15.8 88.5 25. 6 28.9 
I ican pnansiiacintnirs 88.8 5.4 94.2 6.0 6.4 
OS ETT LS aa 107.2 9 108. 1 7.3 6.8 

sss fs ne ff |\-—_-——_——_—- 
Total, all products_-.-.- 303.7 22.9 326. 6 | 72.3 | 22.1 

NBR ec bin edednsdi Side Wrapping twine..........-.- 21.7 F ane } 22.3 435.1 152. 
Binder twine__......-...--.- 62.1 15.2 77.3 33.3 43.1 
BOOS HPI, ctettininain ciGiadien< 130.9 &8 139. 7 25. 6 18.3 
SL, <tc india eniicsempineches 125.7 7 126. 4 12.7 10.0 
Total, all products....| 340.4 25.3| 365.7 106.7 29, 2 
SAS aes Wrapping twine. _.......--- 184 | a" “18.5 17.7 95.7 
Binder twine__..-...---....- 36. 6 | 10.1 46.7 30.8 | 66.0 
| Baler twite...s.....2-.4---.- 108. 0 7.9 | 115.9 47.0 | 49. 6 
EDS. .dgudiniae>aenoacdaodts 108. 4 6 109. 0 §.2 7.5 
Total, all products....} 271.1 19.0} 290.1 103.7 | 35.7 
1G dnetieeSccetonsis Wrapping twine-.--.--.-..-- a} a 1a 2.9 Poe “27.7 prary 121. 0 
Binder twine. ..--..-------- 32.8 8.1 40.9 46.5 113.7 
Baler twine -.......-.--..--- 92.2 7.6 99.8 40.8 40.9 
bys hp cc eehaieeh 7.9 | 6) 98.5 7.9 | 8.0 
Total, all products....| 245.3} 16.8] 262.1 122.9 | 46.9 
1954 (ist10 months)...| Wrapping twine___.___.___- 16.8) 34 7.2} 24! 130.0 
PE pins apse ea. 21.0 57.0 | 28.0 39.4 140.7 
Wee? Vwene. .o2s-2d) 5... side- 69.0 56.0 75.0 71.7 95. 6 
ke Me tee SFE ee ee 70.2 | 5.5 | 70.7 5.1 7.2 

ees aap Resestgoeonace ap ioepeone 





Total, all products ___- 177.0 | 13.9} 190.9 138.6 72.6 


1 Cordage Institute, reports of sales by United States private industry. 
2 Cordage Institute, reports of sales by prisons. 

3 Division of Customs Statistics. U. 8S. Department of Commerce. 

4 Imports wrapping twine, years 1949-51, estimated baler twine deducted, based on consular reports. 
5 Prison figures for Ist 10 months 1954 estimated. 


Sort Fisre MANUFACTURERS’ INSTITUTE, 
New York, N. Y., February 10, 1955. 
Hon. Jere Cooper, 
Chairian, Committce on Ways and Means, 
United States House of Representatives, 
House Office Building, Washington, D. C. 


Dear Mr. Cooper: The Soft Fibre Manufacturers’ Institute, through its tariff 
committee, submits this statement in opposition to H. R. 1, and respectfully re- 
quests that it be included in the printed proceedings of the hearings on this bill. 

The Soft Fibre Manufacturers’ Institute is an unincorporated trade association 
of 13 companies that manufacture textile products from bast or leaf fibers on 
what is known as soft-fiber machinery. There is appended to this statement a 
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list of the members of the institute, with the locations of their factories and 
principal sales offices. These manufacturing companies, with locations involv- 
ing 12 States, employ 5,500 people and have an annual payroll of $17 million. 

The products manufactured by these soft-fiber manufacturers are included in 
schedule 10 of the Tariff Act of 1930. 

Tariff protection is essential to the continued existence of the soft-fiber manu- 
facturing industry, because it is in direct competition with foreign manufac- 
turers who use the same raw materials and the same machinery, and pay their 
workers wages that are only a fraction of those received by operators-in this 
country. Furthermore, the survival of this industry in the United States is 
important because of its essentiality for national defense—a fact abundantly 
demonstrated in World War II. 

The soft-fiber industry has operated in the United States for well over a 
century, or for the greater part of the industrial life of the country. Although 
one of the smaller industries, it provides the principal economic base for several 
communities. It converts natural products, not grown in the United States, 
over specialized machinery also imported, with the labor of operatives to whom 
it pays wages at the American standard. Obviously, survival of an industry 
so placed, even though demonstrably more efficient than its foreign rivals, must 
depend on tariff protection, 

The products of the soft-fiber industry—which are yarns, roves, twines, and 
threads of jute, hemp, and flax and woven linen towels and toweling—are for 
the most part primary materials of operating supplies for other industries, 
and they enjoy a very wide distribution, of which twines furnish the most obvious 
example. 

The essentiality of the industry for national defense is based, however, not 
so much on its regular products as on the established fact that it can furnish, 
in an emergency, the only possible substitute for those vital rope and cordage 
items made from the so-called hard fibers. Hard fibers are, without exception, 
imported. When the imports suffer curtailment from enemy action and at the 
same time the demands from the armed services increase substantially, as they 
did in World War II, the only way of bridging the gap is to draw upon the soft- 
fiber industry for rope and similar products (marlines, for example) made either 
from jute, as long as that fiber is obtainable, or from American hemp. American 
hemp is the only fiber in either the hard-fiber or the soft-fiber group which can 
be produced in the continental United States in quantities sufficient for a war 
emergency. The soft-fiber industry is the only industry which can make full 
use of this American hemp to produce the items needed for war purposes.’ 

Although there is some production of fiber flax in this country, it is by no 
means sufficient for the requirements of the soft fiber manufacturing industry, 
and a substantial amount of this fiber is imported. The entire supply of jute 
is imported from Pakistan. The very existence of the domestic soft fiber indus- 
try automatically results, therefore, in substantial foreign trade in these two 
fibers. 

Domestic manufacturers have no natural advantage over their foreign com- 
petitors in the procurement of raw material. Furthermore, because the working 
of these fibers requires specialized types of machinery which are not produced 
in the United States, this machinery must be imported; and the capital invest- 
ment includes, therefore, a certain item of cost which represents the tariff charge 
on the machinery. 

The most important consideration, however, is the great disparity in the wage 
rates paid to the American operatives and those who work for foreign competing 
manufacturers. India, prior to the partition in 1947, produced practically the 
entire world supply of jute. This advantage, coupled with her abundant supply 
of cheap labor, fostered the development in that country of a very large jute- 
manufacturing industry, which is the foremost competitor of the United States 
soft-fiber industry. At the present time, the average hourly earnings for spin- 
ners in India are reported to be 6.7 cents. In November 1954 average hourly 
earnings for jute spinners in the United States were reported as $1.40, not 
including fringe benefits. The ratio of United States to Indian wages for typical 
occupations in jute manufacture is, therefore, 20 to 1; and even if it is assumed 
that the American operative is as much as 50 percent more efficient than his 


2 Refer to testimony of War Production officials, Department of Agriculture experts, 
and others before the Gillette committee in 1944, hearings before subcommittee of Senate 
Agriculture and errs Committee on 8. Res. 80, “Utilization of Farm Crops—Fiber,” 
78th Cong., 2d sess., pt. 9, April and May 1944. 
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Indian counterpart, this disparity in wages means that the labor cost in this 
country bears to the Indian labor cost a ratio of 14 to 1. 

When it is remembered that this ratio, speaking generally, applies to the 
entire range of manufacturing operations, from the raw fiber to the finished 
product, it is very evident that the United States industry, using the same 
material and the same machinery as its foreign competitors, can only maintain 
itself with the aid of some tariff protection. It is equally evident that this tariff 
protection is directed toward its most legitimate objective, the maintenance of 
the American standard of living for workers in a long-established and efficient 
industry, and the perpetuation of enterprises whose plant and technical knowl- 
edge are essential to the defense of the country. 

In that section of the industry that uses flax as its raw material, the situation 
is similar. Flax manufacturers are produced both in Great Britain and in 
many of the countries of continental Europe and, in every case, the wages paid 
in this country are considerably greater than those received by foreign operatives 
of comparable skill. In the case of Great Britain, for example, which is one 
of the leading manufacturers of flax products, recent comparisons show that 
United States wages are four times those paid in the British industry. Tariff 
protection is vital, therefore, for the domestic spinners and weavers of flax. 

Tariff rates affecting the products of the industry are on both specific and 
ad valorem bases. Many of them have already suffered substantial reductions 
in agreements negotiated under the Trade Agreements Act. Even where some 
specific rates have not been reduced, however, it is clear that their effectiveness 
has been impaired by the substantial rise in prices, wages, and costs during 
the inflation of the last dozen years. The soft-fiber industry thus finds itself 
in intensified competition with foreign manufacturers. 

The soft fiber manufacturing industry has already suffered the complete loss 
of the domestic jute-webbing market to Calcutta because of inadequate tariff, 
and the great disparity between wages paid here and in India. When this insti- 
tute was organized in 1933, there were six concerns manufacturing jute webbing 
in the United States. Now there are none. 

Concession which have been granted in agreements negotiated under the 
so-called Reciprocal Trade Agreements Act have left the domestic flax-spinning 
industry with very inadequate tariff protection. Mr. 'Theodore Dahlstrom, sales 
manager of the Linen Thread Co., Inc., a member of this institute, in his able 
testimony before your committee on February 1, cited the large share of the 
domestic market on linen threads and yarns already captured by foreign pro- 
ducers—and the peril which this invasion already holds for the continuance of 
flax enterprises and employment in this country. 

It should be remembered that the domestic flax business was considered by 
our Government to be essential during the last war, and various flax items are 
at present specified by the United States Armed Forces. The supply of these 
items can only be assured in times of emergency if the domestic flax-manufac- 
turing industry is maintained in a healthy condition. 

In summary, therefore: 

(1) The soft fiber industry has proved its vital importance to the defense 
of the United States during the last war. 

(2) It has existed as an American industry for over 100 years. 

(3) It is the principal source of income in several small communities. 

(4) It uses raw materials of which the bulk of the supply is grown abroad. 

(5) It pay wage rates 20 times those paid to workers producing jute goods in 
India. 


(6) It pays wage rates four times those paid to workers in the United King- 
dom. 

(7) Tariff protection for the soft fiber industry is essential to maintain a vital 
defense facility and to preserve the wages of its workers at the American stand- 
ard. 

It is hoped that this description of the soft fiber manufacturing industry; its 
place in the domestic economy; its contribution to foreign trade and its essen- 
tiality in national security will serve to establish in the minds of your committee 
the justification for our position on tariff protection. 

A little over a year ago, the Honorable Sinclair Weeks, Secretary of Commerce, 
was reported in the press as saying: 

“IT am willing for American industry to face the competition of any industry 
with respect to all save the labor factor. I am not, however, willing to have 
American industry compete at the expense of the standard of living of American 
labor. America has learned that a higher wage policy results in a mass market 





1918 TRADE AGREEMENTS EXTENSION 


and enables us to rise to ever higher standards of living. We cannot afford to 
sacrifice this high wage policy. I therefore suggest that the Randall Commission 
on Foreign Economic Policy consider whether our tariff legislation should not 
be gradually replaced by a policy which would bring about fair competition in 
respect to this labor factor as between the United States and. other foreign 
countries.” 

The Ways and Means Committee could make a lasting contribution to the sta- 
bility and strength of American industry were it to establish a national policy 
which would bring about fair competition in respect to this labor factor as 
between the United States and foreign countries. 

The New York Times of February 6, 1955, announces that “top military and 
industrial leaders in the New York area will join in a National Resources Con- 
ference this coming May. Emphasis this year will be upon a strong national 
economy as the best preparation for possible war.” 

And Maj. Gen. Leslie R. Groves, retired, is quoted as saying: 

“The industrial capacity of a nation is the most important factor in war today. 
It is absolutely essential that our industrial leaders understand military require- 
ments and that military leaders understand the capacity of our industrial 
machine.” 

In connection with the industrial mobilization program of the Department 
of Defense, the Corps of Engineers, United States Army, is presently surveying 
the potential spinning capacity of the soft-fiber manufacturing industry “in 
determining available production in the event of a national emergency.” 

It would seem that the Ways and Means Committee could, and should, devise 
criteria and the means of their application which would relieve industries essen- 
tial to our national economy and defense from the periodic jeopardy and un- 
certainties implicit in international trade treaty negotiations authorized under 
trade agreements acts. 

Furthermore, Congress itself should determine the amount of protection 
required for the products of domestic industries to insure a strong national 
economy and never permit such vital decisions to be made at Geneva or elsewhere 
abroad in international conferences. A revitalized United States Tariff Com- 
mission could serve the Congress in reaching these determinations—and should 
be instructed to report its findings to Congress rather than to the President. 

H.R. 1, in our belief, represents a more complete abdication by Congress of 
its constitutional responsibilities than it has heretofore yielded to the Executive 
during the 21 years since the first Trade Agreements Act was enacted. 

H. R. 1 means delegation run riot. It would place the power of making 
decisions vital to our national economy and defense entirely beyond the control 
of Congress and our elected representatives. 

We commend to your earnest attention the legislative recommendations in 
the January 24, 1955, letter to your committee from Mr. John Chupka, general 
secretary-treasurer, Textile Workers Union, CIO. 

The Soft Fibre Manufacturers’ Institute respectfully urges that your com- 
mittee postpone all action on H. R. 1, or on any measure which would extend 
Executive authority to negotiate trade agreements, until after the decisions of the 
current GATT negotiations with Japan and other countries at Geneva are 
promulgated, and become available for the consideration of your committee and 
the Congress.” 

In urging your committee to delay action, we believe that ample opportunity 
will be afforded to explore the merits of the following bills, which deserve 
careful consideration: H. R. 2807, by Representative Bailey (Democrat, of 
West Virginia); H. R. 864, by Representative Van Zandt (Republican, of 
Pennsylvania). 

Very truly yours, 
Gerorce F. Quimsy, Secretary-Treasurer. 


2We attech a summary of statement of the Soft Fibre Manufacturers’ Institute on 
proposed trade-agreement negotiations with Japan and other countries, filed with the 


Committee for Reciprocity Information and the United States Tariff Commission on 
December 7, 1954. 
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SUMMARY OF STATEMENT OF THE Sorr FIBRE MANUFACTURERS’ INSTITUTE ON 
PRoPOsED TRADE AGREEMENT NEGOTIATIONS WITH JAPAN AND OTHER COUNTRIES 
Fitep WITH THE COMMITTEE FOR RECIPROCITY INFORMATION AND THE UNITED 
States TArRirF COMMISSION DECEMBER 7, 1954 


Jute yarns and rove are the principal products, aggregating some 96 million 
pounds annually, of the century-old American soft-fiber industry, which operates 
in 12 States, employing 5,500 people, with an annual payroll of $17 million. Peace- 
time uses for yarn and rove are in carpet manufacture, electrical cable, twine, etc. 

Duty reduction is of primary interest to India, not Japan, as demonstrated by 
relevant capacity (India with 1,435,000 spindles, against Japan’s 27,700) ; raw 
material accessibility and cost advantages to India; and, cardinally, wages rates 
(India at 6.7 cents per hour, Japan at 14.2 cents per hour). 

Extinction of the American jute spinning industry would result from any low- 
ering of tariff. Identical spinning machinery used in India and the United States ; 
material costs and accessibility ; and the 14.1 wage advantage in favor of India 
(even after adjustment of the 6.7 cents Indian hourly spinning wage to reflect 
American worker productivity at 150 percent of India; yielding 10 cents per 
hour as against $1.39 per hour here), combine to permit Calcutta readily to 
invade the American market at present tariff levels. 

Complete loss of the domestic jute webbing market to Calcutta is a vivid 
illustration of inadequate tariff. The thriving domestic webbing industry of 
1929 (India then accounting for only 1.6 percent of the total imports of 537,000 
pounds of webbing) was completely destroyed by 1940 with India now providing 
99.3 percent of total jute webbing imports of 5,556,000 pounds. 

In 1947 single jute yarn imports from India amounted to 183 percent of 
United States carpet yarn production. Administrative increase in Indian export 
duties, reaching 14 cents per pound, temporarily forestalled continued invasion of 
the American yarn market by Calcutta. Recently, however, the Indian export 
duty on yarn was abolished. 

Apart from the protection of specific duties being decreased by inflation and 
the rise in commodity values, there is additional further low-cost competition 
developing in east Bengal in Pakistan. 

Tariff reduction would put domestic industry well beyond the peril point. 

The domestic soft-fiber industry’s essentiality to the national deiense was 
abundantly demonstrated in World War Il. Inventories of domestic jute spin- 
ning industry were immediately devoted to critical problem of rope for shipping 
and war uses, when other fibers were cut off, and all other products of the indus- 
try were controlled for military and essential end uses. Only the industry’s in- 
ventory of imported fiber permitted these critical needs being immediately met. 
Direct governmental import of raw jute was instituted and given high priority 
despite shipping shortage. 

Because both hard and soft fibers are imported commodities subject to being 
cut off in any sustained conflict, maintenance of the soft-fiber industry alone 
can permit emergency utilization of American-grown hemp, as again demon- 
strated in wartime Government-accelerated growing and spinning of that domestic 
fiber for this industry which alone can utilize it. Without the backbone of single 
jute yarns, the American soft-fiber industry cannot survive. 

Tariff reduction on jute yarns would not measurably increase foreign trade. 
It would simply take away from Pakistan its export trade in raw jute to the 
United States, and would give this trade to Calcutta in the form of manufactured 
yarn. 

Indian export trade to the United States could instead be exponentially in- 
creased directly by India through reduction of its export duties on burlap, the 
principal jute export to the United States. The demand for burlap is highly 
elastic, and burlap is not manufactured here. 
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Members of the Soft Fibre Manufacturers’ Institute, with the locations of their 
factories and principal sales offices 





Company Location of factories Location of sales offices 
| 
American Manufacturing Co__| Brooklyn, N. Y.; St. Louis, | Baltimore, Md.; Boston, Mass.; pepohrms 
Mo. N. Y.; Chicago, Ill.; New Orleans, La.: 
Philadelphia, Pa.; Pittsburgh, Pa.; San 
Francisco, Calif.; St. Louis, Mo. 
Columbian Rope Co-_.._-.---- | Auburn, N. Auburn, N. Y.; Boston, Mass.; Chicago 
Ill.; New Orleans, La.; New York, NY 7: 
Dolphin Jute Mills Poteet Nad... .--..+<--n> Paterson, N. J. 
Ensign-Bickford Co Simsbury, Conn Simsbury, Conn. 
Hanover Cordage Co Hanover, Pa Hanover, Pa. 
Hooven & Allison Co__........| Xenia, Ohio Kansas City, Mo.; Minneapolis, Minn.; 
Xenia, Ohio. 
Thomas Jackson & Son Co-_- Reading, Pa Reading, Pa. 
Lehigh Spinning Co Allentown, Pa Allentown, Pa. 
Linen Thread Co., Inc... _| Baltimore, Md.; Newark, | Baltimore, Md.; Boston, Mass.; Chicago, 
iN, :ae Paterson, N. J.; Il.; New York, N. ; San Francisco, 
Salem, Oreg. Calif.; Wilminzton, Dei! 
Ludlow Manufacturing-Sales Allentown, Pa.; Edge Moor, | Boston, Mass.; Chicago, Ill.; Jersey City, 
Co. Del; Ludlow, Mass. N. J.; Memphis, Tenn.; Savannah, Ga.; 
Texas City, Tex. 
Revonah Spinning Mills__.....| Hanover, Pa Hanover, Pa. - 
Schlichter Jute Cordage Co_...| Philadelphia, Pa Chicago, Ill.; Philadelphia, Pa.; New York, 
N. Y., Los dk, Calif. 
Stevens Linen Associates Webster, Mass............-- New York, N. Y.; Webster, Mass. 





STATEMENT IN Opposition To PRoposep LEGISLATION (H. R. 1) Trape AGREEMENTS 
EXTENSION AcT OF 1955 


NATIONAL ASSOCIATION OF FINISHERS OF TEXTILE FABRICS, 
New York, N. Y. 
CLERK OF THE COMMITTEE ON WAYS AND MEANS, 
New House Office Building, Washington, D. C.: 


The executive committee of the National Association of Finishers of Textile 
Fabries has instructed its secretary to express to the House Ways and Means 
Committee firm opposition to further concessions on tariff rates for cotton textile 
fabrics or textile articles. We urgently request the Ways and Means Committee 
to reject the proposed bill (H. R. 1) as it would foster further cuts in tariff 
rates which would cause serious damage to our branch of the textile industry. 

The members of our organization are primarily engaged in the bleaching, dye- 
ing, printing, or otherwise finishing of broad woven cotton fabrics. Our industry 
employs about 50,000 plant workers in 134 plants largely located throughout the 
Eastern States from Maine to Georgia. It has an annual payroll of over $160 
million. Hourly wage rates in textile finishing plants are higher than in other 
branches of the textile industry, ranging from an average rate of $1.42 in 
bleaching and dyeing plants to an average of $1.57 per hour in cotton printing 
plants. Our plants are located in small communities which lean heavily on the 
payrolls of these plants for its economic welfare. 

Because our industry is capable of finishing textile fabrics in excess of the 
existing domestic demand we are extremely vulnerable to any legislature action 
which would increase the flow of foreign-produced textiles into this country. 
Excess capacity in our industry must necessarily be maintained to meet seasonal 
peak demands which are largely controlled by the consuming public and the 
dictates of fashion. 

The products of our industry have been subjected to a number of tariff cuts 
in recent years and we are justifiably alarmed over the proposed legislation 
which would permit further’ tariff cuts. 

There is ample evidence to show that present tariff rates are no deterrent to 
imports of foreign-produced textiles, particularly Japanese goods. Wage rates 
in Japan’s textile plants are only a fraction of those in American plants and even 
the present tariff rates are not high enough to offset this cost advantage. In 
the past year increasingly larger amounts of Japan’s textiles have been dumped 
into the domestic market largely because of the attractive price advantage. 

In the past domestic producers have been able to overcome the price differential 
by the superior quality of its finishing processes. To an increasingly growing 
extent this advantage is being nullified by concentrated efforts on the part of 
Japan’s rebuilt textile industry to improve the quality of its exports of cotton 
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goods by installation of mercerizing and compressive shrinking machines and 
greater use of washfast dyestuffs for its dyed and printed goods which are being 
exported. 

We are convinced the present tariff protection is not unduly restrictive to 
imports of cotton textiles from Japan or other foreign producers. However, any 
further cuts in the tariff rates would result in a price advantage that would cause 
a flow of foreign-produced textiles of avalanche proportions and cause serious, 
widespread unemployment in cotton-finishing plants. 

We urge that the proposed bill H. R. 1 be rejected as it exposes textiles more 
than any other industry to the threat of an invasion of cheap-wage goods. At 
the very least any such legislation should exclude textiles from further tariff 
cuts and also make findings of the Tariff Commission on peril points and escape 
clauses mandatory on the administration to safeguard American jobs and 
businesses. 

JosepH E. Horst, Secretary. 

Fepsruary 4, 1955. 





STANDARD KNITTING MILLs, INC., 
Knoaville, Tenn., January 18, 1955. 
Hon. JERE Cooper, 
House Office Building, Washington, D. C. 

Dear Mr. Cooper: Though we realize that we are off your reservation, would 
like to discuss with you, as chairman of the House committee, some thoughts on 
the tariff question. 

To put it mildly, we are much concerned over our Government’s continued 
lowering of tariffs on textiles. 

Textile manufacturing is one of the largest American industries and in the 
last couple of years it has been hurt a good deal by imports from cheap-labor 
foreign countries. We in the industry feel very strongly that our Federal Gov- 
ernment should take immediate steps to help protect the American industry 
rather than continuing the trend of continually lowering the tariff wall. 

Unlike certain other large American industries, we have no patents or proc- 
esses peculiarly our own. Foreign countries use the same machinery that we 
do—they get raw materials at the same prices, which means that the only real 
area of competition is in labor costs. There is no competition there, either, 
because of the Federal minimum wage, which all of us are thoroughly in accord 
with. The hourly rate in Japan is 13 cents, which you can compare with our 
minimum of 75 cents and that will doubtless be upped very shortly. These 
brief facts should be convincing evidence that American mills have no control 
whatever over competition with cheap Japanese textile imports—a fair protective 
tariff seems to be the only answer. 

You may or may not be aware of the fact that large-scale textile imports from 
Japan have been coming into this country for almost 2 years now in increasing 
volume. No American mills can compete against it for the reasons set forth above. 
We earnestly solicit your help and efforts in reversing the apparent trend of 
our foreign-trade policy with respect to tariffs. It is a situation that is already 
confronting us and we hope that something can be done through appropriate 
channels to give the large American textile industry relief from this unfair and 
unreasonable competition. 

You will, I am sure, find many of your fellow Congressmen sympathetic in 
this matter because when you handicap an American industry as large as textiles, 
you automatically handicap the American farmer—the American workingman— 
and this large American industry, and Tennessee is fortunate in being well repre- 
sented in the textile field. 

Sincerely, 


H. B. MeBAneg, Jr. 





STATEMENT OF E. A. SNAPE, JR., OF BENJAMIN BoorH Co., PHILADELPHIA, Pa., 
PRESIDENT OF THE CARD CLOTHING MANUFACTURERS ASSOCIATION, TO THE WAYS 
AND MEANS COMMITTEE OF THE HOUSE OF REPRESENTATIVES CONCERNING H. R. 1 


Card clothing is so vital to national defense of this country that any action 
concerning tariffs which threatens to weaken the position of the card-clothing 
industry is a direct threat to our national security. 


57600—55—pt. 2——36 
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Card clothing is one of those few superessential defense industries which re- 
quire special treatment to preserve their existence. 

We acknowledge the delicacy and complexity of the relationship between 
national security and tariff policy. True it is that national security of the 
United States depends in part on the economic health of other free nations, and 
also that the general economic strength of the United States, without which there 
can be no national security, depends in part on vigorous two-way trade with 
other free nations. But equally inescapable is the stark fact that to permit a 
superessential defense industry to be replaced by a source of supply outside our 
borders is to gravely jeopardize our whole national-security structure. The 
problem is to reduce those generalities to specifics. 

We further acknowledge the practical difficulty of segregating superessential 
industries from the industries that are just plain essential. During World War 
II and the fighting in Korea, emergency administrators were plagued with the 
task of allocating scarce materials for the production of military items and 
essential civilian goods, and their lists of qualifying industries were long. The 
point is that merely being a producer of an essential item is not in itself deter- 
minative of the desirability of tariff protection ; other facts must be examined. 

A sound tariff policy should set aside for special consideration that small 
group of industries each of which— 

(a) Is indispensable to the production of a vital military item; and 

(b) Makes a product for which there is no substitute; and 

(c) Cannot be reestablished after extinction (or substantially expanded 
after shrinkage) except after the lapse of considerable time. 

The third criterion is the important one. The key to the puzzle is time. If 
other existing factories can be converted relatively quickly to make the product 
under examination, that product is not superessential, no matter how indispen- 
sable, because the domestic source of supply, even if extinguished by foreign 
competition, can always be re-created without too much loss of time. But 
where such conversion is not possible, where reestablishment would be a matter 
of years instead of days or weeks, then the product is superessential and the 
source of supply must be safeguarded by all possible means including tariffs. 

‘The President, through the Office of Defense Mobilization, is setting up various 
programs to create and maintain a mobilization base, involving the spending of 
billions of dollars. These programs include dispersion of factories, expansion 
of industrial capacity by tax aids, stockpiling, placing Government-owned plants 
and machinery in standby reserve, and others. To adopt a tariff policy which 
would weaken the mobilization base by permitting imports to reduce a super- 
essential industry to impotency would be the height of folly. 

Card clothing is as clear an example as exists of such a superessential prod- 
uct, under the above standards or any other reasonable standards. 

Without card clothing no fabric or cloth can be made from cotton, wool, or 
other natural fiber, or from spun synthetics. Practically every article of wear- 
ing apparel, and other fabrics including sheetings, blankets, rugs, furniture 
fabries, mechanical fabrics such as asbestos, cotton tire cords, tarpaulins, ducks, 
ete., and numerous military items, involve processing by card clothing and cannot 
be made without it. Consequently, card clothing is absolutely essential to the 
textile industry. Thus a card-clothing shortage in the event of war would 
cripple the textile industry, which in turn would not only deprive our people of 
textiles in general but also would seriously limit our ability to clothe Armed 
Forces and to produce such important military items as parachute cloths, powder 
bags, gun covers, collapsible boats, and innumerable others. 

Card clothing consists of wire teeth inserted into a foundation of cotton, 
wool, or linen cloth, felt, rubber, leather, or combinations thereof. It is used to 
clothe parts of carding, napping or brushing machines by attaching the card 
clothing to rolls or members of those machines. Carding machines straighten out 
and otherwise prepare textile fibers, including asbestos and synthetics, for 
spinning into yarn, etc. Napping or brushing machines raise the ends of fibers 
in the manufactured cloth. 

Card clothing wears out. It is not only required for new carding machinery, 
napping or brushing machinery, but also for replacement on such machines 
since ecard clothing is the part of the machine that does the actual work on the 
fiber or cloth and therefore wears out rather rapidly. 

Furthermore, various materials require different kinds of card clothing. Since 
numerous and ever-varying styles of card clothing are necessary in textile manu- 
factu’e, that industry must have adequate, available and constant sources of card 
clothing. 
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The Government recognized this essentiality during World War II, when it 
zranted the card-clothing industry an AA-1 priority for its materials and 
granted textile mills AA-1 and AAA priorities to obtain card clothing in 
emergencies. 

In the event of war, past experience indicates, the demand for card clothing 
in the United States would increase by more than 25 percent. These larger re- 
quirements would result partly from stepped-up production in the textile industry 
and also from conversion by many textile mills from one product to another. 
For example, conversion of a carpet mill to production of blankets requires a 
different style of card clothing. 

The card-clothing industry is relatively small. Also it is highly specialized 
with respect to machinery, with respect to personnel, and with respect to mate- 
rials used to produce card clothing. 

Most of the machinery used to make ecard clothing is specially made for that 
single purpose. Card-setting machines, which actually make the card clothing, 
are made individually, each part separately, which is time consuming and, inci- 
dentally, a very expensive operation. If any of the existing card-setting machines 
were to be scrapped, as a result of financial difficulties in the card-clothing in- 
dustry, such machines could not be quickly replaced from the warehouse or pro- 
duction line of a machinery manufacturer. Such machines would have to be 
specially built from scratch, with obvious difficulties in obtaining specialized 
parts and materials in an emergency situation, or imported from Burope, if that 
were possible. Increasing the number of card-setting machines would clearly 
be a matter of months. 

The problem of specialized personnel is even more critical. Card setters, who 
operate the card-setting machines, require a training period of at least 3 to 5 
years. Furthermore, experience has shown that it is difficult to find individuals 
with the proper temperament to become competent card setters. To illustrate, 
out of 100 trained machinsist, usually only about 10 can become successfull tool- 
makers, and out of those 10 toolmakers usually only one is capable of mastering 
the trade of card setting. Thus, if the card-clothing industry is to perform its 
vital role in any future war emergency, it must not be subjected to forces which 
will cause decreased production and consequent loss of skilled operators in the 
meantime. 

In addition, the materials which go into card clothing are so highly special- 
ized that decreasing the demand for these materials would jeopardize a substan- 
tial portion of future potential production of card clothing. Continued produc- 
tion of card wire is necessary to preserye the technique of making this wire and, 
similarly, the foundations for card clothing are unique, so that it would be hazard- 
ous to risk the loss of the existing two sources of supply for foundations and three 
sources for wire. 

The above brief description of the card-clothing industry, which, if necessary, 
could be documented and footnoted with detailed facts and figures developed 
during World War II and the Korean emergency period, demonstrates the valid- 
ity of our original contention that the card-clothing industry is one of the hand- 
ful of superessential defense industries which require special treatment to pre- 
serve their existence. 

Past trade-agreement concessions granted by the Government on card clothing 
have already jeopardized the future of this industry. While we feel that those 
concessions should be withdrawn, we realize that that express question is not 
now before this committee. We do, however, urge the committee, if it should 
recommend any legislation affecting tariffs, to more clearly express the policy 
which is now embodied in the present law: “No action shall be taken pursuant 
to section 1351 of this title to decrease the duty on any article if the President 
finds that such reduction would threaten domestic production needed for pro- 
jected national-defense requirements” (19 U. S. C. A, 1352a, act of July 1, 1954, 
ch. 445, sec. 2, 68 Stat. 360). 

That one-sentence provision in the present law was not considered in any 
committee hearing. It was added to H. R. 9474 (83d Cong.) as a result of an 
amendment offered during debate in the Senate on the bill that had already 
passed the House. The debate in both the Senate and the House on this amend- 
ment shows that it is both too vague and too weak to accomplish its intended 
purpose. We urge the committee to consult with representatives of appropriate 
agencies of the executive branch and to consider enlarging and strengthening 
this provision as a means of insuring more detailed and adequate consideration 


of national-defense aspects in the future negotiations of reciprocal trade agree- 
ments. 
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We further wish to point out that this industry is not an end-product industry, 
that the future of card clothing depends upon the health of the textile industry 
and also to some extent on the health of the textile-machinery industry. We 
therefore urge the committee to consider the threat to our national defense 
contained in any tariff policy which would adversely affect the textile industry 
and the textile machinery industry, through the injury to the card-clothing 
industry as well as in other ways. 

This statement is submitted on behalf of the Card Clothing Manufacturers 
Association, the membership of which includes the following manufacturers of 
eard clothing: 


American Clothing Co., Fall River, Mass. 

Ashworth Bros., Inc., Fall River, Mass. 

Benjamin Booth Co., Philadelphia, Pa. 

Charlotte Manufacturing Co., Charlotte, N. C. 
Davis & Furber Machine Co., North Andover, Mass. 
Howard Bros. Manufacturing Co., Worcester, Mass. 
Merrimack Card Clothing Co., Andover, Mass, 
Methuen Card & Napper Clothing Co., Columbus, Ga. 
Standard Card Clothing Co., Stafford Springs, Conn. 


The above-listed companies comprise 98 percent of the industry in the United 
States. Of these companies, all but one (Davis & Furber Machine Co.) are 
engaged fully in the production of card clothing. The only domestic manufac- 
turer who is not a member of the association is Redman Card Clothing Co., 
Andover, Mass. 


STATE OF PENNSYLVANIA, 
County of —————, 88: 

E. A. Snape, Jr., being duly sworn, says that as president of the Card Clothing 
Manufacturers Association he is duly authorized to prepare and file the foregoing 
statement and that the matters stated therein are true to the best of his knowl- 
edge and belief. 

BE. A. Snape, Jr. 

Subscribed and sworn to before me this 10th day of February 1955. 

[SEAL] Mary 8. TempLeton, Notary Public. 

My commission expires January 5, 1959. 


STATEMENT SUBMITTED BY WOVEN WOoOoLEN FELT INDUSTRY IN OPPOSITION TO 
H. R. 1 


This statement is submitted to the House Ways and Means Committee by 
the woven woolen felt industry in opposition to H. R. 1. 
The woven woolen felt industry consists of the following 11 companies: 


Albany Felt Co., Albany, N .Y. 

Appleton Woolen Mills, Appleton, Wis. 
Draper Bros. Co., Canton, Mass. 

F. C. Huyck & Sons, Rensselaer, N. Y. 
Knox Woolen Co., Camden, Maine. 
Lockport Felt Co., Newfane, N. Y. 

Orr Felt & Blanket Co., Piqua, Ohio. 
Philadelphia Felt Co., Frankford, Pa. 
Shuler & Benninghofen, Hamilton, Ohio. 
The Waterbury Felt Co., Skaneateles, N. Y. 
H. Waterbury & Sons Co., Oriskany, N. Y. 


The woven woolen felt industry is opposed to any further extension of the 
President’s power to reduce tariffs. The industry recognizes that American 
trade policy must be designed in the national interest. But the national interest 
cannot be served by legislating unemployment for American skilled labor in order 
to improve the export market for a few American industries adapted to auto- 
mation. 

If the House Ways and Means Committee should decide, for reasons of foreigm 
policy, that it is necessary to give the Executive some further power to reduce 
tariffs, then whatever legislation is recommended by the committee should con- 
tain language substantially similar to that provided in H. R. 2985, introduced 
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by Mr. Lanham, of Georgia, which has been referred to this committee. H. R. 
2985 provides, in part, as follows: 

“That no foreign trade agreement entered into by the President after January 
1, 1955, under section 350 of the Tariff Act of 1930, as amended and extended 
(19 U. 8. C., see. 1351), shall operate to reduce, for any period on or after the 
effective date of this act, the rates of duty which were applicable on January 1, 
1955, with respect to any of the articles listed in schedule 11 of the Tariff Act 
of 1930 (19 U.S. C., see. 1001, pars. 1101-1122).” 

Qualifying language such as this is essetitial if the woven woolen felt indus- 
try is to continue to provide employment to the skilled labor that has been trained 
in the various arts involved in felt production, is to continue to serve the needs 
of the American paper industry with a high quality product, and is to provide 
a source for essential felts during periods when the United States may be cut 
off from foreign sources of production by war. 

The United States woven-woolen felt industry cannot survive if its tariff 
protection is further reduced. This is clear from the nature and history of the 
industry and from the tariff reductions it has already suffered. 


THE WOVEN-WOOLEN FELT INDUSTRY 


Woven-woolen felts are used primarily in the manufacture of paper. The 
felts are made in the form of long woven belts. These belts carry thin layers 
of wet pulp from one part of a papermaking machine to another, transporting 
the pulp through successive series of rollers, which press water from the pulp 
to form: paper. All papermaking machinery requires woven-woolen felts. No 
other material has been found which possesses the requisite combination of 
strength, porosity, and finish to be usable for the purpose. Woven-woolen felts 
are made to precise specifications to fit particular machines and have a useful 
life of from 1 week to 3 months, depending upon the type of machine, the nature 
of the paper stock, and the speed with which the particular machine is operated. 

Woven-woolen felts were first manufactured in the United States in 1854. 
The industry, which now consists of 11 companies, has a gross annual output of 
approximately $35 million. 

The woven-woolen felt industry grew up parallel with the development in this 
country of high-speed papermaking machinery. Over the years it perfected 
techniques and methods that gave United States producers a considerable advan- 
tage of experience. For a period of years United States-manufactured felts 
‘were sold throughout the world, and the export trade absorbed a substantial 
part of the production of the American mills. However, with the introduction 
abroad of high-speed papermaking, mills for the manufacture of papermakers’ 
felts were established in Sweden, Finland, Germany, Britain, France, Argentina, 
Brazil, and Japan. United States felt manufacturers, faced with the competition 
of low foreign-labor costs, were forced to withdraw almost entirely from the 
a market and to confine their efforts to supplying the domestic papermaking 
industry. 


THE TARIFF ON FELTS 


The woven-woolen felt industry has been singled out for exceptionally severe 
treatment under our governmental policy of building up foreign production. The 
ad valorem duty on woven felts has twice been cut in half, a 75 percent reduction 
in ad valorem duty. This is a greater cut than that imposed upon any other part 
of the woolen industry. 

From the passage of the Tariff Act of 1930 until 1935, woven-woolen felts 
were dutiable under an ad valorem tariff ranging from 50 percent to 60 percent. 
The Tariff Act of 1930 provided for an additional compensatory duty of 50 cents 
per pound on woven felts because of the duty on wool. In 1935, under the trade 
agreement with Sweden, the ad valorem duty ranging from 50 percent to 60 per- 
cent was cut in half, and this reduction was later bound in the British agreement 
of 1939. At Geneva in 1948, the compensatory duty was reduced to 37% cents 
per pound and the ad valorem duty was cut to 20 percent. In 1951, at Torquay, 
the ad valorem duty was further reduced to 15 percent. 
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Trade Agreements Act, 
etead Tariff Act. 1930 1934 eweten iP =. aay. 
Jalued at— E . 47785, A : greemen greemen 
par. 1109 (b) and United! Kittgdom 


(1948) (1951) 
TD°49768 Jan. 1, 1939) 


Not more than $1.25 | 50 cents per pound | 50 cents per pound and 
per pound. and 50 percent. 25 percent. 
More than $1.2" but | 50 cents per pound | 50 cents per pound and 
not more than $2 per and 55 percent. 2744 percent. 74 cents and | 37% cents and 
pound. 20 percent. 15 percent. 
More than $2 per pound_| 50 cents per pound | 50 cents per pound and 
| and 60 percent. 30 percent. 


H. R. 1 AND THE FELT TARIFF 


The executive department has used its power under previous legislation to 
cut the ad valorem tariff on felts by 75 percent. The industry is understandably 
sceptical of assertions that new tariff-cutting authority, such as that contained 
in H. R. 1, is merely an earnest of our intention to be good neighbors to the world. 
Unless Congress rejects this bill or limits its operation as we suggest, the new 
authority granted by H. R. 1 will be used again, as it has been in the past, to 
demonstrate our neighborliness at the expense of American industry. 

Under H. R. 1, the executive branch would be authorized to reduce by 15 
percent the present felt tariff. A cut of this size would be catastrophic for an 
industry that has already lost 75 percent of its ad valorem tariff protection. 

The President also has the authority, apparently limited to the cases of 
articles imported in “negligible quantities,” * to reduce tariffs to 50 percent of 
1945 rates. The “negligible quantity” limitation is not a limitation at all, how- 
ever, because the President can cut tariffs by 50 percent of 1945 rates “to pro- 
vide expanding export markets for products of Japan (including such markets 
in third countries) .”? 

If this section means what it says, the President has the power to cut the 
United States felt tariff to aid, for example, Swedish felt exporters if Sweden 
will agree to expand its market for Japanese goods. No conceivable benefit can 
accrue to United States industry under this authority. It amounts to transfer- 
ring the burden of economic aid to support the Japanese economy from all 
American taxpayers to the workers and stockholders of industries selected at 
random. 

It is not enough to say that the loaded gvn will not be fired. American industry 
is entitled to stability and predictability in working out its economic problems. 
The mere existence of uncontrolled tariff-cutting power in the Executive must 
inevitably erode away the bases for prosperity and expansion in industries 
threatened by low-cost foreign imports. 

The felt industry feels, in the light of experience, that the “safeguards” now 
provided by the peril-point and escape-clause provisions are illusory. The coal 
miners, the tuna fishers, and the motorcycle manufacturers can testifv best to 
their efficacy. 


DANGER TO THE FELT INDUSTRY OF FURTHER REDUCTIONS IN TARIFF 


If the executive branch further reduces felt tariffs, as it could do under H. R. 1, 
the felt industry would face economic disaster. This becomes clear on considera- 
tion of (1) the structure of the industry, (2) its markets, and (3) its human 
and material resources. 


1. The cost of producing felts in the United States is substantially greater than 
abroad because of higher American labor costs. 


Approximately one-third of the total cost of produciug woven woolen felts 
represents labor costs, Labor cost is a function of wage rates and labor effi- 
ciency ; higher American wage standards in some industries can be compensated 
for by lower cost raw materials or by higher yields per man-hour through inten- 
sive mechanization and improved production techniques.’ 


1A term not defined in H. R. 1. 

2 Italics supplied. 

‘If the compensatory portion of the duty were reduced under H. R. 1, without a 
similar reduction in the tariff on raw wool, the domestic industry would be at a crippling 
disadvantage. H. R. 1 is silent on this problem. 
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American woven woolen felt producers, however, enjoy no advantages over 
their foreign competitors in the purchase of raw material. Ninety-five percent 
of the cost of the raw material in woven woolen felts is represented by wool. 
The specific portion of the felt tariff (374% cents per pound) is designed to com- 
pensate domestic manufacturers for the increased cost of wool resulting from the 
wool tariff, but British industry is often able to obtain the finest grades of 
empire wools, essential to the felt industry, at lower prices than are available 
to domestic manufacturers. 

The woven woolen felt industry has no advantage over foreign producers 
by reason of the use of labor-saving machinery. Felts must be tailored to in- 
dividual papermaking machines which vary greatly in size, speed, and other 
specifications. Felts, in fact, range in width from 20 to 300 inches, in length from 
3 to 245 feet, and in finished weight from 1 ounce to 23 ounces per square foot. 
Automatic looms used generally throughout the textile industry cannot be 
employed, both because of the extraordinary width of the looms and the short 
runs and wide diversification of product. 

The machinery used to produce felt is substantially the same the world over. 
European machinery manufacturers, however, quote landed United States prices 
roughly 40 percent lower (after payment of import duties) than those quoted by 
United States manufacturers. 

No one has yet discovered a way to make felts economically without the exten- 
sive use of highly skilled labor, although the American felt industry spends large 
sums for research. There is no reasonable basis for assuming that labor-saving 
techniques and mass production methods can cause any important change in this 
industry in the foreseeable future. 

Thus there are no significant differences in the output in the labor per man- 
hour by the United States and foreign countries. France, England, Sweden, and 
Finland each has a highly trained labor force in the woven woolen felt industry 
and, on the basis of the best information available, the output per hour of these 
workers is comparable to the output in the United States. 

The only significant difference between the United States and foreign felt in- 
dustries is the cost of labor. The average wage paid to production workers in 
the United States woven woolen felt industry ranges from 250 to 700 percent 
above wage rates in foreign nations.* This differential in wage scales makes it 
absolutely imperative that the American woven woolen felt industry receive 
adequate tariff protection if the standards of American workers are to be main- 
tainied and, indeed, if the woven woolen felt industry is to survive. 

The cost differential cannot be overcome by American industry by reason of 
its geographical location. Transportation costs of imported woven woolen felts 
are an insignificant part of their price. Indeed, it costs five times as much to ship 
woven woolen felts from Albany, N. Y., where the largest felt mills in the indus- 
try are located, to customers in the western United States than from France 
to United States North Pacific ports. 

The woven woolen felt industry, therefore, represents one of the classical 
cases for the maintenance of tariff protection. In this industry the tariff repre- 
sents only the labor differential, and the maintenance of the tariff is essential 
to maintain the gains which American labor has achieved. 


2. The demand for woven woolen felt in the United States is inelastic; each felt 
imported means one less felt produced in the United States 


Proponents of tariff reduction say that increased imports mean not a loss of 
market for American industry, but a chance to participate in an expanded market 
resulting from more customers attracted by lower prices. This argument has no 
application to woven woolen felts. 

Virtually all felts are manufactured for papermaking machines and have no 
other use whatsoever. A felt has a life of from 1 week to 3 months, depending 
upon the conditions of its use. The average price paid by a paper mill for a felt 
is around $500. It is used on a machine which usually costs over $1 million and 
which may produce a half million dollars worth of paper a week. Since it takes 
from a half hour to 3 hours to change a felt on a machine and the machine may 
have an overhead of as high as $100 to $200 per hour, no manufacturer will change 
felts oftener than necessary simply because the price of felts has decreased. 

There are about 800 paper mills in the United States, each with a fixed number 
of machines. These facts and the sale of paper define the market for felts in 


*When compared with Japanese wage rates, the differential is even higher. 








1928 TRADE AGREEMENTS EXTENSION 


this country; it is a fixed and determined market with a wholly inelastic 
demand not dependent upon price. 

Under the circumstances, each foreign felt used by a foreign paper producer 
means one less felt sold by the American industry. A further cut in tariffs 
leading to increased imports would gradually squeeze the American industry out 
of the limited market it now enjoys, just as it has been progressively squeezed 
out of foreign markets. 


8. The labor force employed in the woven woolen industry cannot readily be 
shifted to other industries, nor can felt machinery be adapted for use in 
other branches of the textile industry 


The woven woolen felt industry employs approximately 3,500 people. About 
55 percent of these workers are skilled and another 25 percent semiskilled. The 
skills required in the manufacture of woven woolen felts are either peculiar 
to the felt industry or performed quite differently from elsewhere in the textile 
industry. These specialized skills include joining, hooking, napping, drying, 
dressing, drawing in, and felting. These skills have been developed from years 
of labor in the felt industry. Most workers, if forced out of their jobs by com- 
petition from imports, could find no employment elsewhere without a drastic 
sacrifice in their standard of living. 

In addition, machinery used in felt mills is of unique design and utility. The 
looms are heavier and wider than used elsewhere and, because of the necessities 
of felt production, are most often of special design. Outside of carding and 
spinning equipment, little of the machinery in a felt mill could be adapted for 
use in the textile industry or anywhere else. 

Thus, the felt industry labor force could not be readily assimilated elsewhere, 
and machinery in felt mills could not readily be converted to other uses. The 
closing down of felt mills, as a result of foreign competition, would result in 
serious waste of our human and capital resources. 


CONCLUSION 


The woven woolen felt industry has not shared in the artificially stimulated 
export markets for the products of American mass production. Yet the felt 
industry has borne a disproportionate share of the burden imposed by tariff 
reductions since 1930. 

If capital and labor are to be attracted to the felt industry—or, indeed, be 
retained in it—it is important that the industry not be continually faced with 
crippling injury by administrative fiat. In order to develop its human and 
material resources to the fullest, it must have some assurance that its future 
will not be bartered away by its own Government. 

If the Executive is granted new tariff reducing authority under H. R. 1, the 
felt industry will again be subjected not only to the vicissitudes of the market 
place but to the uncontrolled discretion of the executive branch. Rational plan- 
ning is impossible under these conditions. 

The woven woolen felt industry, therefore, records its vigorous opposition 
to the passage of H. R. 1. 

Respectfully submitted. 

THE WovEN WooLeN Fett INpustrRY, 
By Lewis R. PARKER, 


STATEMENT BY Mr. THOMAS DURIAN, PRESIDENT, INTERNATIONAL GLOVE WorRKERS 
UNION OF AMERICA, AFFILIATED WITH THE AMERICAN FEDERATION OF LABOR 


To the Ways and Means Committee of the House of Representatives: 


Mr. Chairman and Members of Congress, I am president of the International 
Glove Workers Union of America, affiliated with the American Federation of 
Labor. Our principal office is located in Milwaukee. Wis. Our union represents 
dress- and work-glove employees engaged in making both leather and fabric 
gloves. 

Gentlemen, in the interest of emphasis, I wish to be brief, and will confine my 
remarks to what I believe is the very heart that affects the well-being of the 
glove worker in the matter of your consideration of H. R. 1, in the matter of 
competition between foreign and American labor. 

I do not pretend to be a professional economist or a specialist in foreign 
trade. Nevertheless, in representing our workers, it takes no great power of 
perception to know that many of them are unemployed now, which is a matter 
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of public record in the offices of the State employment services of the various 
States where gloves are made. Noris it a mystery as to why they are unemployed. 
The cause is found in their competition with foreign labor. I am sure that 
no one expects an American worker in any industry to maintain an American 
standard of living on foreign wages; but the higher-paid America worker is 
forced to offer his services in competition with foreign workers whenever the 
products of their labor compete in the American market. 

Such is the predicament of the glove worker now. What would it be if tariff 
would be further reduced? 

The alternative would be to increase productivity, to lower wages, or to 
change employment. 

Our productivity will match or exceed that of any other part of the world. 
To increase productivity in industry such as ours is quite improbable; but, if 
it should be possible, how much of an increase in productivity is needed to 
compete with other countries? 

According to the United States Department of Labor, average hourly cash 
in apparel finished products industry in Japan as example is 11.6 cents per hour, 
and about 7 percent of the United States average hourly earnings in similar 
industry. The comparison for the textile-mill products industry shows Japanese 
earnings to be 8 percent of comparable United States earnings. Wages in Hong 
Kong are even lower, and in Italy not much higher. These figures prove the 
improbability of increasing productivity to compensate for low foreign wages. 

So much for productivity. As for the other two alternatives, lower wages or 
change in employment, I am sure it is not the intent of Congress to foster either 
of them. The glove worker already has suffered unemployment due to foreign 
imports, and if additional tariff cut should be allowed, then the industry even 
may become extinct. 

What will happen to the skilled glove workers? All will not be able to obtain 
employment in other industries, and in most cases they would not be fit for 
other work. 

In conclusion, we can understand the good motives of those who encourage 
foreign trade. We believe, however, that such trade is beneficial only when 
it offers a mutual advantage to both trading countries. It is harmful when it 
must be promoted on the basis of displacing American labor with the product 
of lower-wage countries. 

All people suffer pain and hunger and, in the main, share similar sensations, 
but that doesn’t mean all people are alike in all respects. 

An American can’t do a day’s work on a bowl of rice and some gruel, but 
for example Japanese can; and that goes for other people in foreign lands as 
well. This doesn’t mean that Americans are better than others; but an American 
wants better things and better living conditions. He wants to earn his own 
living, at a trade he has learned, and not to be a charge of public charity. 

We must stem the tide of products made by cheap subsidized foreign labor, 
or we will have no jobs and live no better than those from whom we should 
protect ourselves. 

Therefore, on behalf of the workers in our industry, I believe that, with the 
concessions that have been already in effect to foreign countries, there is no 
justification for any further tariff reduction, if our standard of living is to be 
perpetuated and unemployment kept down. 


The Cuarrman. The next witness is Mr. M. C. Firestone. 
Come forward, please, sir. 


Will you please give your name, address, and the capacity in which 
you appear, for the record? 


STATEMENT OF M. C. FIRESTONE, ON BEHALF OF THE UNITED WALL 
PAPER CRAFTSMEN AND WORKERS OF NORTH AMERICA (AFL) 


Mr. Firestone. Mr. Chairman, I am M. C. Firestone, representing 
the United Wall Paper Craftsmen and Workers of North America, 
with offices in York, Pa. 

This is an international union, representing production workers in 
the wallpaper manufacturing industry. 

This statement is being submitted on behalf of the United Wall 
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Paper Craftsmen and Workers of North America in connection with 
the current hearings now being conducted on H. R. 1. 

This international union urges the enactment of legislation pro- 
viding adequate measures for appropriate relief from economic hard- 
ships resulting from the unfair competition of imports. We earnestly 
contend that existing and orenioesit legislation is oppressive, in that 
there is no adequate provision by means of which relief can be ob- 
tained by an industry such as the wallpaper manufacturing industry. 

It is quite clear that current trends in the wallpaper industry in the 
United States, if not abated, must inevitably result in irreparable 
injury and oppressive economic hardships not only to management, 
but also to the employees in the industry. 

The employees in this industry have been and are being adversely 
affected by the incoming flood of wallpaper imports. Already more 
than 50 percent of the industry’s employees are currently laid off and 
have been denied any hope of reemployment within the foreseeable 
future. 

Even more, the remaining employees in the industry have become 
increasingly apprehensive concerning their own economic security, in 
view of the relentless progressive rights of wallpaper importation. 

Surely it is not necessary to document the statistics of importation 
to prove the assertion concerning the unprecedented growth of wall- 
paper imports. Those figures are available to the staff members of 
this committee. 

Statistically the physical volume of finished wallpaper imports may 
appear on casual examination to be of small overall consequence. But 
the critical factor is that these imports are increasingly depriving 
American manufacturers of the very core of the domestic market. 

This is the section of the market in which papers of high eye appeal 
and decorating value are distributed in substantial rollage volume. 

In 1950 it was estimated that imports had already displaced 15 
percent of domestic manufacturers’ delivery of comparable goods, 
Today that figure is in the range of 25 to 30 percent, and it still is on 
a sharply rising trend. 

During the past 17 years the number of rolls of wallpaper imported 
rose 546 percent. During the same period domestic production de- 
creased approximately 50 percent. 

In a market in which nearly one-half of all of the employees have 
been laid off, this startling percentage rise in imports must be re- 
garded as desperately alarming. In view of such circumstances, the 
voice of protest should not go unheeded and the prophecy of economic 
hardship should not be disregarded. 

The crucial nature of the developing crisis in the wallpaper industry 
is best demonstrated by an analysis of previous experience. This 
industry has already experienced earlier impacts of discriminatory 
importation policies, and an examination of such experience will 
dramatize the need for current remedial action. 

The economic status of the employees in this industry has been 
raised to the present level after a long history of collective bargaining 
activities which commenced on or about July 23, 1883, when the first 
Wall Paper Machine Printers Union was organized as a local assembly 
of the Knights of Labor. 

It has been and is the objective of the union to unite all craftsmen 
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and workers in the industry under the union jurisdiction to advance 
and protect their economic interests. 

The establishment of satisfactory terms and conditions of employ- 
ment and the promotion of the general welfare have been achieved 
by the concerted and collective activities carried on by the union down 
through the years of its organizational history. We ‘take pride in the 
fact that the skill of the craftsmen in this industry is among the high- 
est in American industry. Four years of apprenticeship training are 
required for machine printers and color mixers, and 5 years of such 
training are required as a prer equisite to certification as a print cutter. 

As a result of the union’s far-reaching program, progressive im- 
provements in terms and conditions of ee ment have been estab- 
lished, so that a specification of current working conditions constitutes 
au proud record of American industrial democracy in the wallpaper 
manufacturing industry. 

The present program constitutes the culmination of decades of 
continued collective effort and activity. Nevertheless, as a conse- 
quence of the impact of the current reciprocal trade tariff policy on 
this industry, employees are losing their longstanding jobs, and the 
entire program of working conditions is endangered. 

The working standards which we have sought to raise will inevi- 
tably be impoverished. This small American industry must surely 
succumb to the overwhelming assaults of merchandise now being 
increasingly imported, 

This union emphasizes its acceptance of the basic purposes of the 
current reciprocal trade agreement program. However, it should be 
recognized as elementary Justice, that the foreign trade policy should 
be administered so that its impact will be apportioned equitably. 

It certainly should be consistent with a reciprocal trade agreement 
program to recognize that a very small industry such as w vallpaper 
manufacturing requires protection from disintegration, and that such 
protection as will insure the industry’s survival, will not undermine 
the essential purposes of the reciprocal trade agreement program. 

It is, of course, an axiom to point out that a given volume of imports 
can be absorbed by a large American industry, and that the same 
amount of such imports can only result in the destruction of a small 
American industry through unfair competition. 

A retrospective survey of our history clearly dramatizes our cur- 
rent peril. Prior to 1921, American print cutters were employed con- 
tinuously throughout the year under working conditions which assured 
them economic security on the basis of cur rent conditions. 

Prior to 1921, it was necessary to affix the union stamp on all rollers 
and blocks which were used in printing wall paper. As a result, em- 
ployers were not permitted to use imported print rollers or blocks. 

However, in 1921, the union-stamp clause was withdrawn from the 
contract, and immediately, the wallpaper manufacturers commenced 

urchasing foreign-made rollers and blocks imported from Germany, 
Fr ‘ance, England, and Belgium. 

A survey conducted in 1923 by the United States Tariff Commis- 
sion revealed that print rollers produced in foreign countries had an 
average declared value of approximately $9.68 per ‘roller. With addi- 
tional costs such as freight, insurance, and so forth, the landed cost 
without duties approximated $11.38 per roller. At the same time, 





1932 TRADE AGREEMENTS EXTENSION 


the Tariff Commission found that American print rollers were man- 
ufactured in American shops at an overall average cost of $34.73, ap- 
proximately 300 percent higher than the typical foreign importation. 
Under such circumstances, the entire American print-cutting craft 
was disintegrated as American employers commenced a foreign im- 
portation purchasing program. 

Between 1921 and 1930, when the 1930 Tariff Act was enacted, the 
American print-cutting industry almost disappeared. Union condi- 
tions were rendered nugatory. The nefarious economic practice of 
homework became wideopeeed 

As the American shops disappeared, small home shops sprang up 
and former union members, previously employed on a basis of eco- 
nomic security, were induced to compete with one another in a tobog- 
ganing market. The economic aristocracy of the American craft was 
disintegrated. Highly skilled print cutters, after many years of 
artisanship development, found themselves competing against each 
other and the European market, and soon were reduced to earnings 
of $8 to $10 per week for 60 and 70 hours of work. 

Such work was being done in garages, basements, attics, bedrooms, 
and outlying shacks. In many instances, these highly skilled crafts- 
men were compelled to go on public relief rolls to supplement their 
starvation income. 

The passage of the 1930 Tariff Act did not rehabilitate the dis- 
integrated print-cutters craft in America. The economic demoraliza- 
tion of the depression made impossible the reorganization of the craft 
or the reinstatement of the earlier union program of economic security. 

Actually, the 1930 tariff, with the subsequent modifications of 1939 
and 1941, have not been and are not a protection against the destruc- 
tive and disastrous unfair foreign importation hereinabove described. 

The reconstruction of the print-cutting craft occurred only after 
1937, when the union-stamp clause was reinstated in the union con- 
tract in the wallpaper manufacturing industry. 

Between 1937 and 1947, these highly skilled craftsmen were able to 
reconstitute their craft and trade, because imported rollers and blocks 
were prohibited in the industry under the standard form of union 
contract for the wallpaper manufacturing industry. 

However, in 1947, the Congress of the United States enacted the 
Labor-Management Relations Act, under which the employers in 
this industry refused to retain the union-stamp clause in the standard 
form of union contract for the wallpaper manufacturing industry. 

As a result, the print cutter in this industry became subject to 
the fact situation which existed in 1921. Upon the elimination of the 
union-stamp clause, the employers have been able to purchase foreign 
orint rollers and blocks which can be imported at a tremendously 
lower cost than such rollers or blocks can be manufactured under the 
provisions of our standard union contract. _ 

Unless adequate tariff barriers are maintained, the print cutters 
in this industry must again be subjected to a disastrous repetition of 
the disintegration of their trade and craft. 

Our union demands and has a right to expect protection against 
impoverishment of our American standards of ae particularly 
when such impoverishment inevitably results from the effectuation 
of a governmental foreign trade policy program. As American 
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citizens, we protest against the economic pauperization of an 
entire group of American craftsmen resulting from the indiscriminate 
and nonintelligent application of a reciprocal tariff program. 

The above-described experiences resulting from the importation 
of print rollers constitute a dire warning. The collapse of the print- 
roller industry resulted from the operation of economic forces which 
will also cause the collapse of the entire American wallpaper industry, 
unless adequate measures are provided by law for effective remedial 
treatment. 

As hereinabove pointed out, the current promotion of unlimited 
foreign importations has already created an acute layoff problem 
throughout this industry. The continued progressive flooding of 
the American market with imported wallpaper and print rollers 
must, of course, create cumulative disemployment. As job oppor- 
tunities become increasingly circumscribed, it should be realized that 
consequent economic dislocation of hundreds of American workers 
will result. 

The tragedy is greater because of the fact that no significant purpose 
is served by the withholding of tariff ta oy ote required in this 
industry. industry is so infinitesimal a segment of the American 
economy, that the tariff protection which will save this industry from 
destruction cannot possibly impair the general reciprocal trade 
program. 

Moreover, even if the latter contention be disputed, certainly there 
can be no harm in providing for adequate administrative procedure 
by means of which this matter can be effectively investigated and 
dealt with. 

The proposed legislation would appear to be mandatory as an 
extension of the well-founded principle of procedural fair play. It 
is difficult ‘to understand how anyone can withhold tariff relief in 
a fact situation in which the economic necessity for such relief has 
been adequately established. In short, this union is not requesting 
special or preferred treatment. It would seem reasonable that mini- 
mum standards of fair play would dictate the need for statutory 
machinery under which relief can be guaranteed in those cases where 
a proper showing can be made. 

In this little industry we have been proud of the economic security 
which we have established. No one can possibly adversely criticize 
our plea for procedural safeguards by which that economic security 
can be reserved. The trustees of our national welfare must surely 
agree that we are consistent with the American tradition in our 
concerted attempt to prevent the disintergration of the economic 
standards which we have fought so valiantly to establish. 

For the foregoing reasons, the representatives of this union urge 
this committee to give favorable consideration for the inclusion of 
adequate measures to prevent unwitting economic sabotage. 

The employers of labor and the craftsmen and workers in this 
industry must be afforded an opportunity to go forward jointly in 
their traditional collective bargaining programs by means of which 


they have sought to establish an American standard of living in this 
industry. 

If they are permitted to effectively maintain such program, they 
will be able to preserve and expand the employment opportunities 
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for which the American workers have struggled and to the improve- 
ment of which they have dedicated their collective efforts. 

The CHarrMan. Does that complete your statement ? 

Mr. Firestone. It does, Mr. Chairman. 

The CuairmaNn. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any ee 

If not, we thank you, sir. 

Mr. Firestone. Thank you, sir. 

The CHatmrMan. The next witness on the calendar is Mr. M. A. 
Hollengreen. 

Come forward, please, sir. 

Will you please give your name, address, and the capacity in which 
you appear, for the record ? 


STATEMENT OF M. A. HOLLENGREEN, PRESIDENT OF THE NATIONAL 
MACHINE TOOL BUILDERS’ ASSOCIATION 


Mr. HoLtencreen. My name is M. A. Hollengreen. I am presi- 
dent of the National Machine Tool Builders’ Association and also 
president of Landis Tool Co. of Waynesboro, Pa. I am appearing 
today on behalf of both the association and my own company. 

Mr. Reep. May | ask a question right there ¢ 

Mr. HoLtLeNGREEN, Yes. 

Mr. Reep. Are you also representing the machine tool industry 
of Jamestown, N. Y.? 

Mr. Hottencreen, I do not believe there are machine tools manu- 
factured in Jamestown, to the best of my knowledge. It is wood- 
working machinery, I believe. 

Mr. Reep. They have machine tools in Jamestown. 

Myr. Hottencreen. Is that so? 

Mr. Ruep. Yes, sir. 

Thank you very much. 

Mr. Hotitenereen. The National Machine Tool Builders’ Associa- 
tion is a trade association composed of 221 machine tool companies 
that account for more than 90 percent of the country’s machine tool 
production. They are all relatively small companies, most of them 
having less than 500 employees. 

As this committee knows, machine tools are the master tools of all 
industry and are the vital production base for all manufacturing. 
Everything we use, from watches to locomotives, and all weapons for 
defense—shells, guns, ships, and aircraft—are made on machine tools 
or on equipment which is made on machine tools. 

Machine tools are essential to our peacetime economy, and they are 
absolutely vital and essential in the event of war. Machine tools must 
be made both hurriedly and in great quantities, before any wartime 
production effort can begin. 

I have come here today not for the purpose of expressing an opinion 
on the general merits of reciprocal trade, which are many, but instead 
to give you specific facts in this area about this vital and strategic 
defense industry. In this way we believe you can decide in terms of 
reciprocal trade, tariffs, and foreign competition whether we are 
going to maintain in this country an adequate industrial capacity and 
potential for defense. 
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Because of the competitive advantages which foreign machine tool 
companies have today over domestic companies, American machine 
tool companies are considering manufacturing their machines abroad 
and shipping them back into this country over the low 15 percent 
tariff barrier for sale in the domestic markets. 

A number of American companies are already manufacturing ma- 
chine tools in Europe. This represents production capacity trans- 
ferred to Europe which would otherwise be a part of our national 
defense potential. And as we all know from the bottlenecks of World 
War II and the Korean emergency, we have all too little machine tool 
capacity in this country to tool up quickly to a major defense effort. 

I know you will agree with me that if a substantial segment of our 
aircraft industry were to consider moving its production into Germany 
or England—or, for that matter, any part of the Continent—the 
Government would take positive and effective action in all legislative 
areas to encourage it to stay right here in this country. 

The movement or even the flight of this relatively small machine 
tool industry abroad may not seem as dramatic, but every industrialist 
and the officials in the Pentagon would realize its seriousness. With- 
out adequate machine tool capacity in this country there could be no 
jet engines or aircraft. 

Our industry believes that this committee will want to have this 
trend toward European manufacture in mind in drafting reciprocal 
trade legislation. We are convinced that the committee will also want 
to give clear guidance to the executive branch in this area of strategic 
industry in the report it makes as a result of these hearings. 

The American machine tool industry by and large builds better 
machines than its foreign competitors. But it cannot market these 
machines and maintain adequate defense capacity and the necessary 
reserve of highly skilled workers if all the cards including tariffs, 
foreign embargoes, and low foreign labor rates are stacked against it. 

Foreign machine tool builders rely almost entirely on lower prices 
made possible by abnormally low labor rates to compete with Ameri- 
can industry. For example, today a good quality British turret lathe 
is being offered for sale in the United States at a price just half that 
of its American counterpart. The price differential is not so great on 
all machine tools and thus the tariff rate is important. The deterrent 
effect varies directly with the rate. 

Machine tools, because of their complexity of manufacture, require 
a tremendous amount of highly skilled labor and cannot be produced 
by anything approaching mass production methods. The cost of labor 

makes up a very high percentage of the total cost of each machine. 
' _ This is the great advantage foreign machine-tool builders have since 
they pay their mechanics less than half the United States wage scale. 
You will understand that this wage differential is much more critical 
for the machine-tool industry than for mass production industries in 
trying to meet foreign competition. 

Labor costs are about 50 percent of the cost of manufacture of a 
machine tool while the labor cost in the manufacture of consumer 
goods in mass production may be less than 20 percent. 

For many years and until quite recently the American machine-tool 
builder, because of engineering and quality leadership, was reasonably 
successful in competing with foreign companies despite the wage 
handicap and resulting price differentials. 
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From the end of World War II to the beginning of the Korean 
emergency, export shipments of the industry averaged more than 30 
percent of total shipments and some years rose as high as 44 percent. 
‘This export business was and is vitally important to the machine-tool 
industry because it has made it possible for the industry to maintain 
a larger capacity for both peacetime and war production. 

In the period 1946 to 1950 the industry’s export business of 28 per- 
cent of total shipments represented the difference between bankruptcy 
and survival for a number of machine-tool companies caught in the 
postwar depression of the machine-tool market which resulted from 
the sales of war surplus machines at a fraction of their cost. But for 
this segment of export business, these companies would not have been 
operating and available to tool up defense industries in 1951 for the 
Korean emergency. 

This whole export-import situation, however, changed very ey 
at the time of the Korean emergency. Imports of foreign machines 
suddenly jumped from $2 million in 1950 to $13 million in 1951 to $48 
million in 1952. From this $48 million peak foreign imports have 
fallen to about $25 million in 1954 but the situation is very serious be- 
cause this figure still represents 124% times the 1950 volume of 
imports. 

These foreign competitors were able to get their foot in the door be- 
cause of all-out defense production by our American industry and the 
priority restrictions on the shipment of American machine tools 
abroad. And parallel with this sudden influx of foreign machines in 
our American market, foreign machine-tool builders made even more 
drastic cuts in the American industry’s export markets. 

For the period 1951 to 1954 export machine-tool sales amounted to 
only 10 percent of total industry shipments as compared with nearly 
30 percent in the preceding 5-year period. In 1954, last year, machine- 
tool exports were down to 8144 percent. 

The plain fact of the matter is that the American machine-tool in- 
dustry has lost its market abroad. There is nothing reciprocal about 
the high tariff and embargo placed on American machine tools by for- 
eign countries such as England, France, and Australia. These coun- 
tries diligently protect by tariff and embargo, and sometimes through 
exchange controls, their manufacturers making comparable machine 
tools. 

At the same time, our low tariffs not only give no effective protection 
but actually encourage and invite the foreign machine-tool builder 
with his low-labor rates to set down his machine tools in New York 
or Boston at a fraction of the price which must be charged by our 
American industry. : 

In the United States the average hourly earnings of skilled me- 
chanics in the machine-tool industry are $2.20 as compared with $1 
in England, 7714 cents in France, 70 cents in Germany, 56 cents in 
Italy and 40 cents in Holland. 

We recognize the advantages long-range in reciprocal trade and the 
eeeer that with American ere, in Europe the standard of 
iving and wage rates there will go up. But we must be concerned 
about our immediate defense needs. True reciprocity with no em-. 
bargoes and no unreasonable tariffs abroad might go far toward a 

solution of the problem. 
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Foreign machine-tool builders not only have the advantages of these 
low labor rates and the protection of tariffs and embargo but in addi- 
tion they receive substantial government subsidies. 

For example, in Germany and France machine-tool builders are 

iven tax rebates based on the value of the machines they export. 

ven if the prohibitive bars of foreign embargo were let down, the 
American machine-tool builder is still faced with tariffs which in 
many instances are higher than United States tariffs. 

And —e I come to one of the overriding reasons why foreign 
competition has become so effective and so serious a threat to the 
maintenance of adequate machine-tool capacity in this country. 

European machine-tool builders are not only subsidized by their 
own governments but they have been subsidized directly or indirectly 
by our own Goverment through ECA, MSA, and FOA funds. 

There are more machine-tool companies, although with somewhat 
less capacity, in West Germany under the shadow of the Russian guns 
than there are in the United States, and the rebirth and recovery of 
this formidable competition was a direct or indirect consequence of 
American aid. 

In an all-out war it is most unlikely that this capacity or any other 
machine-tool capacity on the continent of Europe would be available 
to strengthen our war industrial potential. 

I have pointed out that a number of machine-tool builders have 
established lants abroad. Others have licensed foreign machine-tool 
builders to build their machines. They have done this because it is 
the only way they can compete with foreign industry for both the 
foreign and domestic market. 

Many others, including my own company, are considering taking 
the same steps. 

We are genuinely worried about this because we realize it represents 
a diminution of machine-tool capacity for defense in this country. 
But if we do not take these steps to meet the inroads of foreign com- 
petition the adverse effect on machine-tool capacity in this country 
will very likely be the same. There will be an inevitable contraction 
of our industry if we lose our market abroad and foreign machine 
tools make further inroads over our low-tariff barriers. 

Studies have been made in our industry showing that an American 
company can manufacture its machines in Europe, ship them into 
this country, pay the tariff, and market them profitably at a price well 
below the break-even price for American manufactured machines. 

We have a decision to make and so does our Government. We must 
both make this decision in the national interest, and we know that the 
national interest will not be served by an exodus of machine-tool build- 
ers to foreign countries. 

President Eisenhower said in his recent military manpower mes- 
sage: 

In case of a global war, the Nation could not count on having time to marshal 
its strength while the enemy was engaged elsewhere. Unquestionably the United 
ee would be involved from the outset of such a conflict. We must be pre- 
pared. 

Our concern is that the machine-tool industry and the war industries 
dependent upon it will not be prepared. This committee and the 
Congress in the formulation of reciprocal-trade policy should make 

57600—55—pt. 2 37 
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certain that there is the kind of reciprocity between nations which 
will not foreclose vital and strategic American industries from their 
markets at home and abroad. We must keep in this country an ade- 
quate machine-tool capacity with its reservoir of skilled labor to tool 
up and marshal all our total industrial strength in the event of all-out 
war. 

The CuarrMan. Does that complete your statement ? 

Mr. HoLienGreen. Yes, sir. 

The Cuatrman. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? 

Mr. Exsernarter. Mr. Chairman ? 

The Cuarrman. Mr. Eberharter, of Pennsylvania, will inquire. 

Mr. Eperuarter. In the first instance I will ask unanimous consent 
to place in the record some statistics, compiled by the Bureau of Cen- 
sus, entitled “Facts for Industry, 1953. Machine tools.” The produc- 
tion totals show for the year 1951, the United States production was 
$629,344,000; in 1952, $1,076,880,000; and for 1953, $1,169,359,000. 
That shows, in my opinion, a tremendous increase in the prosperity 
of the machine-tool industry in the United States. 

Also from official reports of the United States Government, exports 
rose to a peak in 1952; Canada is the outstanding market, with France 
and the United Kingdom next in importance, insofar as exports are 
concerned. 

The CHarrmMan. Without objection, it is so ordered. 


(The table referred to above follows :) 


TaBLeE 1.—Machine tools: United States production (shipments) 1951-53 + 


[In thousands of dollars] 


Item 





Boring machines 

Drilling - 

Gear cutting or finishing 
Grinding and polishing - ____- 


Milling machines 
Other machine tools ! 


! Machine tools for home workshops, garages, laboratories, modelmaker, service shops, and rebuilt 
machines are not included. 


Source: Bureau of the Census, Facts for Industry, 1953. 


Mr. Esernarter. There is another table that I want to put in, Mr. 
Chairman, if there is no objection, and I will quote these facts: The 
exports of the United States in 1953 for the machine-tool industry, 
$178 million ; imports were $37 million. In other words, exports were 
five times greater than imports. 

Mr. Chairman, I also want to put in the record a quotation from the 
official publication of the National Machine Tool Builders Associa- 


tion, published on April 12, 1954, as the result of a survey of foreign 
markets in which it was said: 


Sales to foreign countries have long been an important part of the United 
States machine tool builders’ production. In some depression years, notably 
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1921, 1923, and 1938, foreign sales meant literally the difference between life 
and death for many machine-tool builders. 

That is all, Mr. Chairman. 

The CHarrMan. Without objection, it is so ordered. 

(The table referred to above follows :) 


TasBLeE 2.—Machine tools and parts: United States exports by principal markets, 
1951-53 and January-August 1954 








Year Total Canada | Mexico | Brazil cules France Italy 
ee ee ee Cee 
OR sccscciwmciignmted 75, 634, 144) 17, 176, 651) 1,983, 949) 3, 013, 364, 19, $52, 635) 11, 793, 428, 7, 525, 249 
IN iniirttincen ciate ceetiacn ada 130, 667, 175| 27, 040, 916) 2, 190, 834) 2, 157, 194| 61, 826, 819) 13, 321, 415] 3, 779, 604 
24, 117, 568| 3, 877,339| 1,550, 708| 47, 797, 299| 10, 217,027} 4, 051, 708 


1954 (January—August)!_..| 52, 833, 000 





14, 925, 000) 3, 059, 000} 1, 094, 000) 6, 448, 000) 7, 086, 000) 4, 610, 000 





1 Preliminary. 
Source: Compiled from official statistics of the Department of Commerce. 


Mr. Esrernarter. Does the gentleman wish to comment on what I 
have put in the record ? 

Mr. HotienGreen. No, sir. 

Mr. Reep. Did the witness want to comment ? 

Mr. Houuencreen. Just briefly on the first statement, that there was 
quite a tremendous wave of prosperity for the machine-tool industry 
during 1950 to 1953. This sales volume did not result in a wave of 
prosperity for the industry because it occurred during excess profits 
tax years, and the industry will also be renegotiated on that volume. 
We do not “enjoy” wartime volume. 

The Carman. Are there any further questions? 

Mr. Reed of New York will inquire. 

Mr. Reep. Of course, this might have helped your business some be- 
cause the Government did buy large quantities of machine tools and 
shipped them aboard; did they not? 

Mr. Ho.iencreen. For a while they did, Mr. Reed. But that now 
forecloses us from being able to sell foreign customers the machine that 
was purchased by Government money and sent over there. We might 
have sold that machine now, but we are foreclosed from that possi- 
bility. 

Mr. Rerep. That is it exactly. They are hanging over the market. 

Mr. Hoiiencreen. That is right. That is a future hazard that we 
have to face. 

Mr. Reep. Your industry is as patriotic as anybody else. 

Mr. Hotitencreen. Yes, sir. 

Mr. Reep. Because of the fact that this is strategic defense mate- 
rial that you manufacture, in order to keep the Government in perfect 
readiness if the war clouds keep on thickening, you would hesitate 
unless you were driven to it to establish an industry abroad where it 
would not be any use to us in case of a world war ? 

Mr. Hotnencreen. Yes. 

Aside from any consideration of successfully operating a company, 
I am personally quite disturbed about the fact that these friends of 
mine find it necessary to go to Europe in order to survive and build 
their machines at those drastically low-labor rates. They can build 
them there to their own designs (made here in America) and ship them 
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— into this country under prices substantially lower than we can 
offer. 

Mr. Reep. And make unemployment in this country ? 

Mr. Hotienereen. Definitely. 

Mr. Reep. And the payrolls of the various industries that you speak 
of are the major part of the economic background of the towns in 
which they are located ? 

Mr. Houiencreen. Absolutely. In my particular town, we prob- 
ably furnish probably from 30 to 50 percent of the payroll. 

r. Reep. Is it not true that the shortage of machine tools has been 
a very serious problem in every war we have had? 

Mr. Hoiienereen. It definitely has. 

If you do not have skilled labor and capacity, the very, very best 
that can be done, even under pressure such as World War IT and the 
Korean emergency, is to spend a year to a year and a half to get the 
industry up to production. 

Mr. Reep. In the last year we had to give a high priority to machine 
tools just to make more machine tools. Your principal concern is the 
protection of a highly strategic industry ; is it not? 

Mr. Ho.iienereen. The protection of a highly strategic industry 
with reference to our defense capacity. In order to do that, we must 
keep. these highly skilled workers in our plants. If we do not, we just 
cannot pick up production quickly, 

To understand machine tools, one must know they are the only ma- 
chines that can reproduce themselves. Without machine tools, we 
could not have had the knitted goods that were shown this morning. 
Without machine tools, we cannot make wallpaper, or anything else. 
Machine tools are the master tools of all industry. 

Mr. Reep. If your skilled labor were scattered under the peepee 
that the Government is going to move in and move your workers into 
some other area, if they are apoE Ie Ps as a result of imports, that 
is not going to work out well; is it 

Mr. Hotiencreen. No, Mr. Reed, I do not believe so, because we 
would never be able to assemble them again. 

For instance, a skilled mechanic in an automobile plant has ma- 
chines that are automatic and the old skill of hand has disappeared. 
In machine tools, we still must have that individual mechanic’s skill, 
because he builds the tools that make the other machines. 

Mr. Reep. That is right. 

Thank you very much for a fine paper. 

The Cuarrman. Mr. Jenkins, of Ohio, will inquire.. 

Mr. Jenkins. You say you represent the National Machine Tool 
Builders’ Association ? 

Mr. HoLienGcREEN. Yes, sir. 

Mr. Jenkins. They build machines all over the country ? 

Mr. Hotiencreen. That is correct. 

Mr. Jenkins. Do you represent all the machine-tool makers in the 
country ? 

Mr. Hottencreen,. We represent 90 percent of the entire machine 
tool building capacity in the country; yes, sir. 

Mr. Jenkins. Then you take in all the State of Ohio? 

Mr. Houiencreen. The State of Ohio. We have other plants in 
the State of Wisconsin. Tllinois is a big machine-tool building area. 
New England also is, and there are some builders in California. 
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Mr. Jenxuns. I am trying to learn something here. We have 
always thought in our State that the territory north of Cincinnati u 
to Dayton is the greatest machine-tool-producing area in the world. 

Mr. Hotienereen. I believe that is so, Mr. Jenkins. 

Mr. Jenkins. Do your activities include them ? 

Mr. Honiencreen. Yes, sir; the Cincinnati Milling Machine Co., 
Le Blond, American, and others too numerous to mention, are all mem- 
bers of our organization. 

Mr. Jenxrns. They undoubtedly employ millions of people all over 
the country. 

Mr. HoLtLencrEEN. They employ many thousands, and the machine 
tools in turn are probably used by several millions of workers. 

Mr. Jenxrns. I think that my State of Ohio is probably the greatest 
—— in the Union as to the manufacture of machinery and machine 
tools. 

Mr. Hottencreen. Ohio would be extremely hard hit if we had no 
machine-tool industry. One of your companies in Cincinnati has 
already established 2 plants in Europe, 1 in England and 1 in Holland, 
where the Dutch rates are 40 cents an hour compared to the rate in 
Cincinnati of approximately $2.20 an hour. 

Mr. Jenkins. You make a great many articles, of course, that can 
be exported, but your great market is the American market. 

Mr. HoLLENGREEN. That is right. But the difference between mak- 


ing a profit and a loss in-‘many years was our export business. 

Mr. Jenkins. If you could be left alone, you could get along with- 
out any imports. The imports are what are going to bother you from 
now on if we pass this legislation. 


Mr. Houitencreen. That is right, Mr. Jenkins. We are not at all 
afraid if everything is equal. We will build better machines and 
will out-compete ang sonrios Europe. But we cannot do it when the 
foreign government is subsidized, and when our own Government sub- 
sidizes them, when they get relief from their taxes, and when they 
have a practical embargo as they do in England and France. In 
England, if a man over there wants to buy an American standard ma- 
chine, and if that machine is made by anybody in England, regardless 
of how good he is, we cannot ship that machine in. That is an 
embargo. 

Mr. Jenxins. That is all. 

The Cuarrman. Are there any further questions ? 

Mr. Simpson of Pennsylvania will inquire. 

Mr. Stwpson. The record shows that you are from Waynesboro, Pa. 
I would like to have the record show, too, that that is the 18th Congres- 
sional District, which I have the honor to represent. I would like the 
record to show that you are one of the distinguished, capable, and 
prominent individuals of Waynesboro, and that one of your chief 
claims to fortune is that you help provide work in that thriving city. 
I am sure the people will be unhappy to learn that your company, be- 
cause of what Government is seemingly forcing upon you by too low 
tariff protection, or because of what other governments are doing to 
us by imposing restrictions against the products of Waynesboro going 
into England, France, and other countries, may have to open opera- 
tions abroad to protect your business, and to possibly provide machine 
tools for our own Government by shipping them here. I think you 
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have made a very outstanding contribution to the serious thinking 
that will have to be done in considering this legislation. 

It is inconceivable to me, and I am sure to anyone else on this com- 
mittee, that we would, knowingly, invite the machine-tool industry to 
leave the United States and permit ourselves to be at the mercy of 
imports should we require immediate new machine tools if war came. 

Mr. Hotiencreen. That is our concern, too. 

Mr. Srvpson. It is too horrible to contemplate. We should, if pos- 
sible, provide protection in some manner. You have mentioned at one 
time your export market measured the difference between the loss and 
the profit. In a part of that area, I am sure your export market is 
valuable because the Government itself had unloaded great quantities 
of purchases of machine tools they had made in the United States 
during wartime. They sold them and you had no market here. Is 
that not correct ? 

Mr. Hotitencreen. That is correct. They sold the machines some- 
times at 10 cents on a dollar after World War IT. 

Mr. Srvpson. They ruined the domestic market ? 

Mr. Hotiencreen. That is true. 

Mr. Srwrson. And you would have been shut down if you did not 
have a place abroad to sell ? 

Mr. Hotitencreen. That is exactly right. 

Mr. Srmpson. Is it not true that part of the sales that you made in 
those days were to countries where they were able to use Marshall plan 
money and other money made available for plant expansion there? 

Mr. Houiencreen. If they had purchased all the machine tools 
from America that they needed in Europe, and there were quite a few 
after World War II, it would have helped substantially. But our Gov- 
ernment agencies encouraged foreign customers to purchase the ma- 
chines in Europe. 

Mr. Stmpson. And we financed the expansion of the machine-tool 
industry abroad as a part of our policy of building up their economy. 

Mr. Hotitencreen. That is true. 

Mr. Srmeson. Now we are asked to provide a market for those 
factories. 

Mr. Hotiencreen. Exactly. 

Mr. Stupson. The market may be here in the United States or the 
market can be some foreign market where our industry here was for- 
merly the supplier. 

Mr. HoLienGreen. Yes, sir. 

Mr. Suwpson. Under questioning by Mr. Reed you stated that your 
firm, the Landis Tool Co., furnishes probably 30 to 50 percent of the 
employment in your hometown of Waynesboro, Pa., which is in my 
congressional district. Because of the employment situation in our 
section of Pennsylvania, I am vitally interested in making sure that 
the Federal Government does nothing which would force your plant, 
or any other American industry, to close its doors and thus deprive 
our citizens of their employment. You are to be congratulated on 
your concise and lucid explanation of the problem before this com- 
mittee. I hope very much that the people who live in your home- 
town appreciate what you are trying to do to protect this vital in- 
dustry of our country. 

Mr. Hotitencreen. Thank you. 
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The Cuarrman. Mr. Byrnes of Wisconsin will inquire. 

Mr. Byrnes. What foreign country now produces the larger amount 
of machine tools? 

Mr. Hoiiencreen. Just in my judgment I would say that it is 
equally divided between Germany and England, with Germany com- 
ing up rapidly. 

Mr. Byrnes. Do you have any information as to the labor cost per 
unit differential between the United States labor cost per unit and, 
we will say, the German and English ¢ 

Mr. Hottencreen. With me I only have the differential in labor 
rates. On the assumption that labor is 50 percent of the machine 
tool, it will give you a good indication. I can get that and would 
be glad to submit it. 

Mr. Byrnes. We often hear the argument made that although the 
American labor cost may be higher, the per unit labor cost is low. 
I would assume, however, that as to the machine-tool industry, which 
fundamentally is not a mechanized industry or a production-line in- 
dustry, the argument would certainly not hold true. 

Mr. Hotitencreen. No, I do not believe so. 

Mr. Byrnes. And assuming that you now have some American pro- 
ducers who also have foreign plants, you would be in a position 
through them to furnish the committee with pretty accurate informa- 
tion as to the per unit labor cost. 

Mr. Hotiencreen. As an example, and this I have just been told 
by one of my friends in the industry, a man from Cincinnati sent 
his drawings for a radial drill to Holland. It was designed here in the 
United States, in Cincinnati. They built the machine in Holland, and 
he said that machine is just as good as he can build here to all apparent 
purposes. He can ship that machine back into this country for far 
under what it would cost him to build it in the United States. It is 
the same machine, with the same design. 

Mr. Byrnes. How much difference is there? 

Mr. Houuenereen. I would not want to say specifically now. I 
‘an obtain it. 

Mr. Byrnes. I wonder if you can try to get some information for 
us on that subject. That is, using the same design, the same thing 
from beginning to end, what is the labor cost per unit in the United 
States and in the foreign country ? 

Mr. Hotienereen. | will get that specific one for you, I am sure. 

Mr. Byrnes. Thank you very much. 

(The information requested, when received, will be placed in the 
committee files.) 

The Cuarrman. Are there any further questions ¢ 

Mr. Sadlak, of Connecticut will inquire. 

Mr. Sapiak. Mr. Hollengreen, I could not help but go back, in 
listening to your story, and recall a resolution last week in the House, 
which had some concern to a very vital spot named Formosa, I could 
not also help going back to World War II and hear the description 
“arsenal of Democracy,” the basis of which, I am sure, was the 
machine-tool industry. I am greatly impressed with your very fine 
paper today. I want to ask for some information, and I do not want 
you to give anything that might affect classified material or informa- 
tion along that line. It strikes me that you and your industry must 
have had interviews and meetings and conferences with the ODM, be- 
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cause of the essentiality of your particular industry. Do omer 
you any consideration? Are they keeping you ona standby? There 
might be some other word for it in the trade, but are they keeping you 
in a standby position ready to be used to a larger extent than you are 
at the present time ? 

Mr. Houiencreen. Mr. Sadlak, I believe I can tell you that we are 
now preparing a presentation to the ODM, bringing all these facts 
again to their attention. We hope that they will consider the machine- 
tool industry as important as strategic materials they store. Machine 
tools are necessary here. We hope they will consider the industry as 
important as the airplane industry. 

We are a small industry and during normal times we employ only 
about 60,000 employees. We do not make the dramatic picture that 
airplanes do. We do not have the = voting power to make a dra- 
matic picture, when we make an appeal. During normal times, before 
Korea, we shipped less than the toy industry in the United States. So 
it is a little hard for us sometimes to get our story across and to impress 
pespls in Government with the vital, strategic importance of our 
industry. 

Mr. Saptax. I am very much impressed with your concluding 
sentence in your formal statement wherein you conclude with this: 

We must keep in this country an adequate machine-tool capacity with its 
reservoir of skilled labor to tool up and marshal all our total industrial strength 
in the event of all out war. 

I have been giving much thought to that particular problem. In 
fact, Mr. Sinclair Weeks, the Secretary of Commerce, gave me a little 
encouragement when I questioned him along that line, believing that 
there ought to be appended an amendment to this bill providing for 
such a reservoir of skilled workers, tied in with the national security. 

Mr. Hoxienereen. I think anything that can be done that will 
assure this industry—not assure the industry but assure the country— 
that the industry will be available for a defense effort, will be a step 
in the right direction. 

Mr. Sapiak. I want to be sure we do not lose our skilled workers. 

Mr. Hoitencreen. That is right. That is what concerns us in the 
industry. 

Mr. Esernarter. Mr. Chairman? 

The Cuatrman. Mr. Eberharter, of Pennsylvania, will inquire. 

Mr. Esernarrer. I would like to put into the record, Mr. Chairman, 
if there are no objections, the official figures from the Department of 
Commerce, showing a breakdown of the imports of machine tools and 
the exports of machine tools for the year 1953, showing a total of ex- 
ports of $178,230,600, and imports of $37,364,500 which, to me, fur- 
nishes the answer to the question about the unit cost of production. 

In other words, the export volume is five times greater than the im- 
port volume and, therefore, the unit cost must be less in the United 
States, particularly inasmuch as these countries to which we export 
these machine tools are England, Canada, and France. 

The CHarrman. Without objection it is so ordered. 

(The information is as follows :) 
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Beports and imports of machine tools, 1953 


Imports :* 


Gear-cutting machines and parts 
Punches, shears, bar cutters and parts 
Jig-boring machine tools 

Grinding machines, etc., and parts 
Metalworking machines and parts. 


1945 


$1, 270, 000 
282, 500 

2, 079, 000 
26, 634, 000 
7, 099, 000 


37, 364, 500 


Lathes, engine, except bench and light-duty types 

Lathes, engine, bench and light-duty types 

Lathes, vertical, turret 

Lathes, turret, not elsewhere classified, including bench-type__ 

Lathes, automatic chucking and between-center 

Lathes, speed, including polishing, buffing, and burnishing____ 

Screw machines, automatic 

Boring and turning mills, vertical except turret lathes 

Lathes, metalworking, not elsewhere classified 

Boring machines, metalworking, not elsewhere classfied 

Tapping and threading machines 

Milling machines, knee- and column-type 

Milling machines, metalworking, not elsewhere classified 

Gear-cutting machines 

Drilling machines, sensitive, upright and gang, except bench- 
type 

Drilling machines, radial 

Drilling machines, not elsewhere classified, metalworking 

Planers, except gear, metalworking 

Shapers, except gear, metalworking 

Grinding machines, surface 

Grinding machines, external cylindrical, universal 

Grinding machines, external cylindrical, except universal 

Grinding machines, internal 

Grinding machines, tool and cutter, including universal tool__ 

Grinding machines, gear tooth 

Honing and lapping machines, except gear 

Thread-grinding machines 

Metal-grinding machines, not elsewhere classified__._.._._._.._- 

Boring, drilling, milling machines, Horiz, combination units_- 

Broaching machines 

Gear-honing, lapping and gear-finishing machines 

Metalworking-machine tools power-driven, not elsewhere clas- 


Metalworking-machine-tool parts, power-driven 

Chucks for machine tools 

Tools, metal-cutting, for machine operation and parts 
Metalworking-machine tool accessories and attachments, power- 


Sheet and plate metalworking presses, except forging and parts, 
not elsewhere classified 

Sheet and plate metalworking machines, except presses and 
parts, not elsewhere classified 


6, 656, 000 
563, 800 
3, 084, 000 
5, 662, 000 
8, 771, 000 
350, 000 

6, 365, 000 
3, 123, 000 
1, 817, 000 
4, 553, 000 
2, 176, 000 
7, 251, 000 
15, 604, 000 
7, 080, 000 


865, 000 

697, 000 
2, 305, 000 

509, 000 
1, 189, 000 
4, 104, 000 
1, 580, 000 
3, 682, 000 
6, 489, 600 
2, 809, 000 

241, 800 
1, 250, 000 

350, 000 
4, 516, 000 
5, 514, 000 
4, 134, 000 
1, 410, 000 


3, 030, 000 
7,525, 000 


- 


10, 340, 000 
12, 832, 000 
18, 476, 000 
10, 662, 000 


178, 230, 600 


1 From Bureau of the Census, Department of Commerce, Report No. FT 110. 
2 From Bureau of the Census, Department of Commerce, Report No. FT 410. 


Mr. Jenkins. Mr. Chairman, I would like to have this gentleman 
be given a chance to reply to this question. 

The CHAIRMAN. Mr. Bheeharter did not ask a question. 

Are you through with your statement ? 

Mr. HoLLenGrReEN. Yes, sir. 
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The CHatrman. We thank you for the information given the 
committee. 

Mr. Jenxtns. I ask unanimous consent that I be allowed to insert a 
statement into the record in response to that. 

The Cuarrman. Without objection that may be done. 

Mr. Jenkins. I will get up a statement and insert it. 

(The following material was later submitted :) 


CovinecTon & BURLING, 


Washington 5, D. C., February 4, 1955. 
Hon. THomas A. JENKINS, 


New House Office Building, 
Washington 25, D. C. 

DEAR CONGRESSMAN JENKINS: As requested by you at the conclusion of Mr. 
M. A. Hollengreen’s testimony before the House Ways and Means Committee on 
February 2, 1955, I am submitting herewith additional information in reply to 
the questions and implications raised by Congressman Eberharter’s statements 
during the course of the hearing. 

Please find enclosed a letter from Mr. Tell Berna, general manager of the 
National Machine Tool Builders’ Association, giving complete and accurate 
statistics on the total shipments, both domestic and export, of American-made 
machine tools as well as figures on imports of machine tools into this country. 
You will note that Mr. Berna has also set out in his letter as exhibit. B, price and 
cost comparisons of American-made machine tools with foreign machine tools. 
I believe you will agree that this information is a complete rebuttal to the sug- 
gestion made by Congressman Eberharter that the problems of the industry 
reviewed by Mr. Hollengreen in his statement may not be too serious in terms 
of the competition of foreign machine tool builders. 

Congressman Eberharter also referred to the large volume of sales of the 
machine tool industry in the period 1950 through 1953 as an indication that, the 
industry had made large profits and its problems could not be too formidable. 
I believe Congressman Eberharter has failed to take into consideration the 
adverse effect on the industry of this all-out, defense production as outlined in 
Mr. Hollengreen’s statement. Further, I am not certain that Congressman 
Eberharter understands the cyclical nature of the machine tool industry, or that 
a company building machine tools in tremendous quantities during a defense effort 
actually manufactures itself out of business by saturating its future market 
with machine tools which may have useful lives of 15 to 25 years. 

As was the case in World War II and again in the Korean emergency, this 
all-out production of the industry took place during the period of high excess 
profit taxes when the industry’s profits were also subject to renegotiation. The 
severe depression period in the industry following World War II was a direct 
result of this saturation of market and the disposal by the Government of these 
same machine tools at a fraction of their cost. The low level of earnings in 
this depression period 1946-49 was then used by the Government as a yardstick 
for imposing the excess profits tax from 1950 through 1953. 

Once again, the all-out production by the industry for defense during the 
period 1950 to 1954, to which Congressman Eberharter referred has filled up the 
industry’s market to a very substantial extent for many years to come. Esti- 
mates show that the Government owns approximately $5 billion of machine tools 
which overhang the market. The profits of the years 1950 to 1954, on any fair 
appraisal as to reasonableness, have to be averaged out over the succeeding years 
when volume and profits are drastically reduced as a direct result of the earlier 
defense production volume. The statistics enclosed with this letter clearly show 
the present decline in volume which is directly attributable to earlier defense 
production and points toward a recurrence of the depression period 1946 through 
1949. Only by retaining earnings in peak production periods can this industry 
carry on the research, redesign and engineering required to create a new future 
market both at home and abroad. 

The machine too] industry would be very grateful if you would submit the 
information which I am enclosing for inclusion in the record of the hearings at 
an appropriate place so that it could be considered in conjunction with Con- 
gressman Eberharter’s remarks. 

We are very appreciative of the interest taken at the hearing by you, Con- 
gressman Reed, Congressman Simpson, Congressman Byrnes, and Congressman 
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Sadlak in the industry’s situation, particularly as it relates to national defense 
and the reciprocal trade legislation you are considering. 
Sincerely, 
JOEL BARLOw, 
Counsel for National Machine Tool Builders’ Association. 


NATIONAL MACHINE Toot BUILDERS’ ASSOCIATION, 


Cleveland 6, Ohio, February 3, 1955. 
Hon. THomAs A. JENKINS, 


House Office Building, 
Washington, D. C. 


My Dear ConGRESSMAN: When Mr. M. A. Hollengreen, president of our associa- 
tion, submitted his testimony on the Reciprocal Trade Treaty Act on February 2, 
a member of the House Ways and Means Committee pointed out that in 1953 
the industry shipped $178 million to foreign customers, and that total imports of 
foreign machine tools totaled only $37 million. 

The Department of Commerce reports metal-cutting machine tool exports of 
$117,674,349 in 1953. We cannot check the figure of $178 million from any 
source available. Please note exhibit A attached. Many of these machines were 
shipped on rated orders and were bought under the mutual defense assistance 
program. This volume does not prove as the Congressman indicated that United 
States builders can successfully meet the price competition in Europe under 
normal commercial conditions. In the absence of American gifts, only those 
machines can be sold abroad that are so special that no counterpart is made in 
Europe, or so productive that the customer is willing to pay the higher price. 

The distributors of United States machine tools in 11 of the 13 foreign countries 
that buy the most American machine tools have given us information on the 
comparison between foreign machine tool prices and United States machine tool 
prices in those countries. (We have no specific data on the other two countries. ) 
This comparison varies, of course, depending on what types of machine are 
involved and how far the foreign machine tool builder is willing to go in making 
concessions to get the order (exhibit B). 

As to competition in this country, a reputable importer has quoted on a British 
turret lathe of excellent make, delivered in the United States just half of the 
price of an American turret lathe of the same rating. It may be said that the 
British machine is less powerful, but this is serious competition. The American 
Tool Works of Cincinnati, Ohio, has its radial drills built to American design in 
Holland. They charge $10,500 for a 4-foot arm, 11-inch diameter column drill 
built in this country. The same size machine built to the same design in Holland 
sells there for $5,000. In this case the difference cannot be ascribed to the lower 
power of the Dutch machine—the two are identical. The clue is in the average 
wage rate paid in Holland, 48 cents an hour including all fringe benefits. 

Mr. Charles P. Taft has suggested that the importation of metal products at 
low prices will stimulate competition in this country and lead American producers 
to buy modern machine tools in order to lower their costs. With the price situa- 
tion as reported above, these machine-tool orders will probably to to Burope. 

Cordially yours, 
Tet. Berna, General Manager. 
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EXxursit B 
COMPARISON OF Prices IN 11 Mayor OveRsSEAS MARKETS 


AUSTRALIA 


An 84-inch swing engine lathe built in Australia is sold there for the equiva- 
lent of $2,700. An American lathe of that size would have to pay 55 percent duty 
and 5 percent primage in addition to the price of about $6,760 f. o. b. point of 
manufacture in the United States. 

An English lathe would cost $5,600 delivered in Australia (which includes 
the duty of 12% percent). 

A British 4-foot 6-inch radial drill can be sold in Australia for $4,650 (includ- 
ing the 12% percent duty). The American equivalent costs $10,500 f. o. b. plant 
in the United States, and would have to pay 55 percent duty and 5 percent 
primage. 

CANADA 
United States machine tools are 10 to 15 percent higher than Canadian ma- 


chines. British machines sell in Canada for two-thirds of the United States 
price. 


FRANCE 
American machine tools are about 35 to 40 percent higher than those made in 
Europe. 
GERMANY 


United States machine tools cost 50 percent more than German machines. 
ITALY 


United States prices are 50 percent higher than Italian prices, 40 percent 
higher than German prices. 
JAPAN 
Japanese machine tools cost 60 percent of American prices, German machine 


tools cost 70 percent of American prices. Even the Swiss machine tools are 10 
percent below American. 


MEXICO 


‘ European prices are 20 to 30 percent lower than those charged by the United 
States. 


NETHERLANDS 
European machine tools are sold for one-half of the American prices. 
NORWAY 


American machine tools cost more than European makes, especially those made 
in Germany, and are very much more expensive than those made in Norway. 


SWEDEN 


American machine tools in some cases cost twice as much as Swedish or 
European machine tools. 
UNITED KINGDOM 


Generally speaking, the prices of American machine tools before the addition 
of duty are about 50 percent higher than those of British manufacture. 
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Comparison of prices, various types of machines 


[Foreign price at plant of builder in pereest i American price at plant of American 
uilder 


4-foot arm radial drill, 11-inch column: 


Precision gagematic boring machine: Swiss 
14 inch x 54 inch engine lathe: Swiss 
16 inch by 54 inch engine lathe: 
German 20 inches by 49 inches 
England 18% inches by 8 feet. 
England 18 inches by 9 feet 
Italy 18 inches by 59 inches 
German 19.7 inches by 49 inches 
16 inch by 60 inch engine lathe: German 
Thread grinder: English 
12-inch stroke mechanical press: English 


Machine tools (cutting types) 
[Figures in thousands of dollars] 


Rete 

Machine 

i Imports as 

be r- Bettas Total exports| Exports as Total Total imports| percent of 
‘aa — ET-410 a eat ss oe FT-110 domestic 
shipments, shipments | shipments 

domestic and » shipments 

foreign 


$334, 800 2. 


S 


Srmonan+ & 


‘8 


29, 983 
812, 513 118, 782 


9 
4 
1 
8 
6 
8 
9 
9 


pop gem 


1 Estimate based on data for 8 months 1954 (January through August). 


Note.—Cutting types represent about 85 percent of the total production of machine tools (both cutting 
and forming types.) 
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Machine tool shipments 


Total industry 


shipments ! Domestic Foreign ? Percent 
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1 Estimated from reports to NMTBA. 

2 From U. 8. Department of Commerce, Foreign Trade Report 410. 
3 Not available, 

4 Estimate. 


Norte.—Foreign shipments data not available prior to 1918, 


The Cuairman. We thank you for your appearance and the infor- 
mation given the committee. 

The next witness is Mr. Gordon W. Sprague. 

Come forward, please, sir. 

For the record, will you please give your name, address and the 
capacity in which you appear? 


STATEMENT OF GORDON W. SPRAGUE, APPLETON, WIS. 


Mr. Spracur. Mr. Chairman, and members of the committee, my 
name is Gordon W. Sprague. I work for the Western Condensing Co., 
which has its main offices in California. I live in Appleton, Wis. 

The Western Condensing Co. manufactures milk sugar and other 
products from whey. It also manufactures instant nonfat dry milk 
solids. Others in the dairy industry manufacture these or similar 
products, 

If you will permit me, Mr. Chairman, to address myself to 2 or 3 
points, I will save some time. 


57600—55—pt. 2——-38 





1954 TRADE AGREEMENTS EXTENSION 


The Cuarrman. We appreciate your consideration, and your re- 


quest will be granted. Your entire statement will appear in the 
record. 


(The statement follows :) 


STATEMENT BY GoRDON W. SPRAGUE BEFORE THE COMMITTEE ON WAYS AND MEANS 


My name is Gordon W. Sprague. I work for the Western Condensing Co., 
and live in Appleton, Wis. The Western Condensing Co. manufactures milk 
sugar and other products from whey. It also manufactures instant nonfat 
dry milk solids. Others in the dairy industry manufacture these or similar 
products. 

We are disturbed by some of the provisions of H. R.1. Section 3 (a) (1) (A), 
beginning at page 2, line 20, should read, “To enter into foreign trade agree- 
ments with foreign governments or instrumentalities thereof.” This is the pro- 
vision which is presently in effect. The rest of the language beginning with line 
22 and extending to page 3, line 8, provides for evasion of section 22 of the Agri- 
cultural Adjustment Act under which quotas for agricultural products are estab- 
lished. Later I will show that it is essential that these quotas should be 
established for all the products of milk if it is considered desirable to manu- 
facture these products in the United States. 

The language under section 3 (2) (D), page 4, lines 10 and 17, and the para- 
graphs thereafter, provides for reduction of existing tariff rates by as much as 
50 percent. There are farm products manufactured in the United States from 
milk which are not covered by quotas under section 22. The Department of Ag- 
riculture says that only products with programs fall under section 22. Insofar 
as milk is concerned, therefore, the Department recognizes as properly falling 
under section 22, only butter, nonfat dry milk solids and certain types of cheese. 
Many other types of cheese, as well as the products of whey, are not recognized 
as contributing to the price of milk. It can be shown that this interpretation is 
arbitrary and these products do contribute to farm income. 

There is no statement of criteria in H. R. 1 to determine that a duty should 
be reduced by 50 percent. It follows that the interests of farmers and the 
investments of farmers and manufacturers in plant and equipment, as well as 
the jobs of laborers, are jeopardized if the President determines that some rates 
should be reduced. This is particularly true if the Department does not broaden 
its interpretation of section 22 to place these products under a quota. 

We understand that this committee will not interest itself in the provisions 
of section 22. We therefore ask that auhority for the President to reduce the 
existing tariffs on any products of milk, or skim milk, or whey, not presently 
covered by a quota under section 22, shall be withdrawn from H. R. 1 and that 
no action shall be taken with reference to tariff rates for products of milk until 
appropriate recommendation has been made by the Secretary and a study veri- 
fying the Secretary’s recommendation is made by the United States Tariff Com- 
mission. Such an action would assist in providing equitable treatment as be- 
tween the various manufactured dairy products and increase the domestic market 
for products of milk. It should be fairly obvious by now that the United States 
is not likely to develop a large foreign market for milk products, other than 
nonfat dry milk solids, at a price which will encourage production in the United 
States. Since production of these products is desirable, it must be mainly on 
a domestic basis. 

QUOTAS ARE ESSENTIAL 


The kind of free trade which raises the standard of living of everyone includes 
more than removal of tariffs or quotas. Real free trade is based on free inter- 
national movement of labor, capital, and free convertibility of currency, as well 
as unrestricted movement of goods. Lack of free convertibility of currencies 
alone may be just as effective in restricting trade as either tariff or quotas. 

In most nations currency exchange rates for international trade are fixed by 
law to halt imports and stimulate exports. Such action can only be met by off- 
setting equal exchange regulations or the use of quotas which spell out the 
quantity and direction of exchange of goods. Most foreign countries have ad- 
justed exchange rates, but in the interest of a stable currency the United States 
has used quotas. The quota system is just and must be preserved and adapted to 
the new purpose it must serve. 

Wholesale prices for butter in New Zealand, Denmark, Netherlands, United 
Kingdom, and the United States are presented in support of the statements above 
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with reference to the dairy industry. First, currency devaluation late in 1949 
reduced butter prices the following year in exporting countries. Prices in the 
United States did not fall. The spread between foreign prices and prices in 
the United States encouraged export of butter to the United States. After 4 
years, prices for butter in the principal exporting countries are still sufficiently 
low in terms of United States dollars to permit exportation to the United States. 

The tariff rate on butter is 7 cents per pound for the first 60 million pounds 
and 14 cents a pound thereafter. For the month of November 1954 when price 
of butter in Denmark was only 41.6 cents, the addition of a 14-cent tariff plus 
a shipping cost would not prevent importation. 

Butter is used in these examples only because information for butter is more 
readily available. The same general relationships apply to other dairy products. 
In the case of cheese, for instance, the United States Department of Agriculture 
recently found the world price to be 254% cents per pound. The support price is 
3314 cents per pound. The tariff rate on American cheese is 3 cents per pound, 
or 15 percent ad valorem. The difference between the world price and the 
support price is 8 cents per pound. Obviously this difference is a strong stim- 
ulant to export to the United States. Without quotas our markets would be 
flooded and our dairy industry more seriously depressed. 

United Kingdom is the principal importer. Yet the wholesale price level in 
United Kingdom, expressed in United States dollars, had little relation to the 
world price of butter. But the world price of butter is closely tied to the con- 
tract prices paid by the Ministry of Food for imported supplies. 


Butter—Wholesale prices in New Zealand, Denmark, Netherlands, United 
Kingdom, and United States 


{Cents per pound. In terms of United States dollars] 


| 
1953 | August Novem- 


1950 1954 | ber 1954 


Leen 
39.9 | 40.8 j.-.- 
43.1 


New Zealand ? | 
Denmark ? ; 57.7 | 34.6 | 
Netherlands ?___._..- ; —s 56. 33.1 | ‘ 
2 21.2 | 43.8 

57.9 


United Kingdom ?2___- 
United States 3 


1 Average prices from January to August only. Currency devaluation reduced prices in terms of United 
States dollars during the last quarter of 1949. 

2 International Financial Statistics, January 1955, Prices of Major World Trade Commodities expressed 
in United States dollars, p. 25. 

“United Kingdom provides the principal market for butter. World prices are usually the result of con- 
tracts between the United Kingdom Ministry of Food and supplying countries. Wholesale prices in the 
United Kingdom are fixed by the Ministry of Food.” 

3 Butter, 92 score, New York. 


All of this points to the futility of trying to develop a logical foreign trade in 
this atmosphere of economic unreality. The data show that the wholesale price 
level in exporting countries is still affected by the price devaluation of 1949. 
It follows that quotas such as those provided in section 22 are essential if price 
supports for manufactured dairy products are to be continued. 

These data show that the pegging of currency exchange rates, such as occurred 
in the last quarter of 1949, may inhibit or redirect the flow of goods between 
markets just as effectively, just as perniciously, and just as arbitrarily as a tariff 
or a quota. 

The need for gold and foreign exchange by the other countries of the world is 
measurably eased. Since 1949, the stock of gold and foreign exchange held by 
the United States has been reduced by about $2.5 billion while that of the rest 
of the world has increased more than $6 billion." The urgency for a program, 
that may damage many industries in the United States, is largely passed. It is 
time now to investigate the results of such a program, industry by industry, in 
order that the net result may be good and not a mixture of profit and disaster. 
It is not necessary now to risk the use of blanket measures and shotgun methods. 
Foreign countries now hold large quantities of gold and foreign exchange. Most 
of them can finance their trade without difficulty. 


eee Financial Statistics, January 1955, Gold and Foreign Exchange Holdings, 
p. 17. 
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LARGE-SCALE PRODUCTION WILL NOT REDUCE COSTS 


Many industries have internal factors which operate to increase unit costs 
as volume is increased. Such an industry cannot take advantage of the lower 
costs usually associated with growth in volume of output because of these off- 
setting cost increases. One such industry is the dairy industry. Perishableness 
of raw material (milk) and exceptionally high transportation costs nullify gains 
from increased volume. In such an industry it is not economical to try to offset 
rising wages by increasing the capacity of plant and equipment because of the 
higher costs of delivering an increased supply of milk at the manufacturing plant. 
In such an industry rising costs must be offset by tariff adjustment or charged 
back to the raw material, in this instance, the farmer’s milk. 

The following data have been lifted from.a ecost’study made at the University 
of Minnesota and rearranged for presentation: here. e data apply to butter. 
They are in principle applicable to other @atry plants which hire labor and-assem- 
ble milk for manufacturing. 

These data show that rising costs cannot be offset by increasing efficiency, 
particularly labor efficiency. It follows that in such a plant the differences in 
labor rates between the United States and a foreign country are important. 
This type of relationship is typical of the dairy industry. 


COSTS OF MANUFACTURING 


Costs have risen sharply since 1945. The following costs are reported for one 
group of creameries in Minnesota. 


TABLE A.—Average operating cost of producing butter in creameries 


Number of Production per 
creameries Total butter creamery Cost per pound 


Year 


Thousand 
Number Million pounds pounds 
744 233.4 314 


725 175.9 243 
722 243.9 338 
708 222.7 314 
683 370 
649. . 376 


Costs have increased since the war. Volumes also increased and the number 
of manufacturing plants declined. The cost of producing butter in 1954 prob- 
ably exceeded 6 cents per pound. 

The components of these advancing costs in creameries show that all cate- 
gories have increased. 


TABLE B.—Cost components in creamery operation 


Cost component 


Cents per pound) Cents per pound Percent 
111 1.62 


Supplies and power--- d i 
Wages and salaries... __- 2.14 
General expense including taxes, repairs, and deprecia- at 


5.17 


These costs show no evidence of labor saving. One of the greatest percentage 
increases in cost was taxes. The increase in.wages and salaries was 0.69 cent 
per pound of butter. By 1954 it was probably 1 cent per pound. This is the 
most important cost component. 

It is not feasible to reduce costs by increasing volume and labor efficiency 
because of the added cost of bringing an added quantity of milk, skim milk, 
or whey into a manufacturing plant. 

Volume of output is important where it is obtainable. Costs as related to 
volume are shown in table C. 
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TABLE C.—Oost of creamery operation as related to volume of butter produced 





| Change in cost 
Volume Cost per pound | __ Per 100,000 

















pounds added 
volume 

Cents Cents per pound 
Wel cary aocheecensethscapodee eda teatapedcatins uiesawiece Oi kk 
SOD PEE. s si LES i Hh ch did ee 5. 97 —O. 82 
na sctetnnndabccnginipnncssrtagenteith=sehanignentiinta’s 5.71 —. 26 
CE Seo htne ntti ebarng 2inabite tagtererepdavocdceatosducs 5. 35 —. 36 
TOO Io iki ceeds ons soo dhed yp nadicsnybimalinatechiahecVonsingsae de 4.64 —.24 











These data show a tendency for operating costs to drop about 0.25 to 0.30 
cent per pound per each 100,000 pounds of added volume per year. This is the 
gain to a creamery operator if there were no offsetting costs affecting the growth 
in volume. 

But these costs presented in tables A, B, and C are plant operating costs. They 
do not include the cost of hauling milk to the creamery. 


ESTIMATES OF THE COST OF HAULING MILK 


The most efficient hauling unit, costwise, is the large milk tank which carries 
about 30,000 pounds of milk,. or 300 hundredweight. Cost of operating such a 
unit varies from 30 to 40 cents per mile. In the following calculations it is as- 
sumed that the per-mile cost is 32 cents. 

If a truck went 5 miles to pick up a load and return to the manufacturing plant, 
the trip is 10 miles, the cost $3.20, and the cost per 100 pounds of milk is 1.07 
cents. If the trip were twice as long the cost is doubled. 

To charge hauling costs against manufactured products, yields must be taken 
into account. One hundred pounds of whole milk yields about four and two- 
tenths pounds of butter, or nine and five-tenths pounds of American cheese. One 
hundred pounds of skim milk yields about eight and six-tenths pounds of nonfat 
dry a solids. One hundred pounds of whey yields about six pounds of whey 
powder. 

Table D converts the cost of hauling liquid milk, skimmilk, or whey, into costs 
per pound of product. It shows, for instance, that the cost per pound of butter 
of increasing the hauling radius around a manufacturing plant by 5 miles would 
be 0.25 cent per pound. 

Table C has shown us that this additional mileage must produce more than 
100,000 pounds of butter per year if the additional mileage is to be justified by a 
reduction in costs of 0.25 to 0.30 cent per pound of butter. 


Taste D.—Distance from plant as related and cost of procurement of milk, or 
skim milk, or whey, per pound of manufactured dairy product 





Cost of | Cost of hauling per pound of solids manufactured 





hauling per - Aha 
Me paid a Ski ilk 
qu SKim m 7 
uct Butter Cheese powder Dry whey 
Cents Cents Cents Cents Cents 

1.70 0. 25 oll 0.12 0.18 
3. 20 . 76 34 .37 . 583 
5.33 1, 27 56 | . 62 .89 
7.47 1.78 79 | . 87 1. 25 
9. 60 2. 22 1.01 1,12 |} 1. 60 








Table D shows the sharp increases in cost per pound of product manufactured 
(butter, cheese, skim milk powder, or dry whey) which result from any attempt 
to increase volume by hauling milk greater distances. Only in areas of great 
milk concentration can the addition of procurement miles be expected to yield 
increased volume which will actually result in lower cost. Under these con- 
ditions, competition based on greater labor efficiency, resulting from increased 
volume of output, is nearly impossible. 
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MILK PRODUCTS OF SMALL VOLUME AND WITHOUT QUOTA 


There are many products of milk in the development stage, or with specialty 
uses. Such products individually create little milk demand, but in total they are 
impressive. These products do not receive quota protection. They are covered 
by the 25 percent advalorem provisions of the tariff. How do you expect manu- 
facturers to continue research and development to increase and expand the 
market for milk in new fields if only the old line products are to receive protec- 
tion? Products of milk in the development stage, or with speciality uses, should 
continue to receive such protection as they now have until some new principle 
for quotas is developed. 

Milk sugar, for instance, is a milk product, very essential, although the 
quantities used are small. Production in the United States is 30 million pounds, 
or less, per year. Milk sugar is used mainly in penicillin production and infant 
feeding. In time of war imports are difficult. Imports have not yet reached 
8 million pounds per year, although this level may have been reached in 1954. 
Three million pounds per year is about 10 percent of production. In the last 
reported quarter of 1954 (July, August, and September) imports were 741,000 
pounds, the highest for this quarter in the record. Prior to 1950 there were no 
imports. The United States Department of Agriculture has refused to grant 
an import quota for milk sugar. This milk product, which contributes to farm 
income for milk over a wide area in the United States, could lose most of its 
small tariff protection under H. R. 1, section 3 (a) (2) (D) (ii) and (iii). The 
increase in imports in 1954 has already contributed to a sharp break in the 
price level for this product of milk. 

The classic example of administration apathy in this general field is casein. 
There is a domestine market for 50 to 60 million pounds per year. About 40 
million pounds of that market was supplied by domestic production. Forty 
million pounds of casein is equivalent to more than 100 million pounds of non- 
fat dry milk solids. But rising costs and pegged exchanges penalized domestic 
producers. The industry in the United States is now almost extinct, and the 
skim milk is purchased by the United States Department of Agriculture in the 
form of skim milk powder. All of this would have been different if quotas, or 
tariff protection had been granted to manufacturers of casein when such pro- 
tection was needed. 

Others are testifying on this same general problem. We have not had time 
to confer and compare our recommendations. I am sure they have an interest 
in the recommendations which I might make. I therefore ask permission to 
add specific recommendations to this record within the week, after consultation 
with other interested persons. 


Mr. Spracue. Others will appear on these subjects during the week. 
I would like to have permission to meet with them and make recom- 
mendations of specific language for this record. 

The CuatrmMan. Without objection, you may have that permission. 
Go ahead with what you wanted to tell us. 

Mr. Spracur. We are not making a statement with reference to 
H. R. 1 as a total bill. If we did, the statement would be different. 
We are referring to two points. One is with reference to section 22 of 
the Agricultural Adjustment Act, which this bill, as we read it, would 
provide a means for bypassing. The second is that insofar as milk 
and the products of milk are concerned, under section 22 not all of 
the products are covered. I want to amplify my statement and add 
to it that the products, such as milk sugar, several types of cheeses, 
including Swiss cheese, which are not covered presently by section 22, 
need special attention. That is a particular field in which I think 
H. R. 1 needs change. 

The table following page 4 of my statement is my next subject. The 
data in this table are drawn from the International Monetary Fund. 
The data are all reported there. This table shows what happened to 
the price of butter in the world market, following the currency de- 
valuation by the British in 1949 and by most of the countries of 
Europe and the sterling area immediately thereafter. 
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You will notice in 1949, the prices which were in effect up to the 
middle of that year. Following, in 1950, 1953, and in November of 
1954, are the prices of butter now in effect. You will see that the prices 
dropped abruptly in 1950, and that the levels have not been recovered 
up to the present time. You will also see that the price of butter 
in New York City maintained itself substantially at the same level 
throughout all of this period. 

It goes without saying, as you look at the numbers, that if there 
were not a section 22 with a quota there would be a very large quantity 
of butter imported which, under our price-support system, would 
create a burden to the Government. 

I should like to say that although these data are applied to butter, 
because butter figures are readily available, they also apply to cheese 
and to the other manufactured dairy products. For instance, the 
United States Department of Agriculture has determined that the 
world price of butter is 41 cents. The support price is 57 cents. The 
difference is 16 cents. That is a strong incentive to import. For 
cheese, the determined world price is 25.5 cents a pound. The support 
price is 33 cents. Again, it is a very strong stimulant to import. 
Without a quota, and with only a 3-cent tariff which now applies on 
most of the cheeses, imports would be very large. 

I could add that following 1949, the casein industry, which had 
been struggling along in this country, for the most part gave up the 
ghost and died. The milk sugar industry, which I represent, had 
never had imports prior to 1950. Today imports constitute 10 percent 
of production. 

Under H. R. 1, it is possible to take a product of small volume, 
determined without criteria, and cut the tariff 50 percent. We hope 
that will not happen to products of milk, because it just means the end 
of some more products, as the currency devaluation of 1949 meant the 
end of casein. I refer to those products of milk which are not 
protected by section 22. 

The dairy industry is criticized as not being progressive because 
we have not put in labor-saving equipment and cut down the labor costs 
of manufacturing. Beginning with page 7, I have 3 or 4 tables which 
will show why that is necessarily true. In the first table on page 7 
the last column to the right shows the rate of per pound cost increase 
in butter since the war. This is a price study put out by the State of 
Minnesota. Turning the page, you see those same costs broken down 
somewhat to the end that wages and salaries are set out separately. 
The cost increase per pound of butter due to wages was 47 percent. 
The total cost from all services was 55 percent. Some of the greater 
cost increases, as a matter of fact, were taxes, repairs, and replacements. 

On page 9 we show the relationship between the volume of butter 
produced in the plant and the cost of manufacturing per pound. You 
will see that for every additional 100,000 pounds per year manufac- 
tured, you can expect a cost decline of about a quarter of a cent. 

On page 10 there is information which the Minnesota survey does 
not show, and that is how much it costs to get that milk into a manu- 
facturing plant, in terms of cost per pound of product manufactured. 
These costs are the costs of operating tank trucks. Thirty-two cents 
mile is a reasonable figure. The cost per hundred pounds of 
1auling liquid dairy product, whether it is skim milk or whole milk 
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or whey, in the second column of that table, is shown to be 1.7 cents 
for a 5-mile trip—5 miles out and 5 miles back—and up to 9.6 cents 
for a 45-mile trip. Converting that into product cost, and recogniz- 
ing that you only get 4.2 pounds of butter out of 100 pounds of milk— 
9.5 pounds of cheese, about 8.6 pounds of skim milk powder, and about 
6 pounds of whey—you find that the cost per pound of moving an 
additional 25 miles in the radius in which you assemble milk will 
increase your cost per pound of butter by 14% cents. As a matter of 
fact, the cost of going out an additional 5 miles will increase the cost 
of butter a quarter of a cent a pound. A quarter of a cent a pound 
is all that was saved by increasing production 100,000 pounds a year. 
Therefore, if you have to travel any considerable distance to assemble 
raw materials for these plants, you soon lose all the advantage of 
increased production. Hauling costs use up all the savings. 

That is a reason why the dairy industry has not been able to operate 
large-scale plants, such as you may have in some other industries. We 
cannot increase our volume to offset our increase in labor and other 
costs. Therefore, we must compete directly with the labor rates of 
foreign countries. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

Mr. Mills, of Arkansas, will inquire. 

Mr. Miuus. Mr. Sprague, I want to understand you but I do not 
believe I do in 2 or 3 respects. You say that you do not want the duty 
reduced on these segments of the dairy industry that are not subject 
to quotas under section 22? 

Mr. Spracue. Yes. 

Mr. Mitts. For the benefit of the record, if you have not already 
done so, advise us what segments those are, by name. 

Mr. Spracur. Well, there is Swiss cheese, all the cheeses made out of 
sheep’s milk, also the so-called soft cheeses. Then there is casein which 
has mostly died out in the last 4 or 5 years. Milk sugar, at the present 
time, is produced in this country in the amount of about 30 million 
= a year, but imports have been growing steadily since 1950. 

ere is no evidence of any cut in the imports. I am not prepared to 
say now whether the milk sugar industry can be saved with the duty as 
it now stands, but at least we believe that the level should not have any 
further cut. 

Mr. Byrnes. Will you yield, Mr. Mills? I wonder if it would not 
be helpful if the doctor explained what milk sugar lactose is, and its 
importance in the general economy of the country. 

Mr. Miius. I was just about to plead my ignorance and ask him 
what he does with it. 

Mr. Spracue. I beg your pardon. Milk sugar is manufactured from 
milk, of course, and it is also manufactured from whey, because whey 
is the cheapest raw material. Every 100 pounds of milk contains about 
5 pounds of milk sugar. This milk sugar is principally important in 
the United States for two uses: Infant food, doctors’ prescriptions, 
and the drugstore food, has added milk sugar. That is because the 
cow’s milk does not contain as much sugar as human milk and sugar 
is added to make it right. The other use of milk sugar is in the manu- 
facture of penicillin. Large quantities of milk sugar are used in the 
broth on which the mold grows from which they manufacture pencil- 
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lin. This fact gives it a direct war connection, as a matter of fact. 
During the war the need for these manufactured infant foods for 
young mothers who were working in war plants and trying to care for 
their babies was almost as important as the need for milk sugar to 
manufacture penicillin. 

Mr. Mus. Why is not that the subject of a quota, if it comes from 
dairy products and a quota is justified ? 

Mr. Spracur. The Department of Agriculture has the first decision 
as to whether a product shall have a quota under section 22. We be- 
lieve, of course, that they should give us a quota, and we have asked 
for it. The play is on the word “substantially” or “materially.” The 
Department says that if the import does not materially affect the 
program of price support then the decision is that it does not fall under 
section 22. In looking at milk sugar, they have said it does not ma- 
terially affect the price. Of course, we are faced with the fact that 
in 4 years the imports have grown to 10 percent of our total output, 
so we think it does materially affect the price. We have a difference 
of opinion there. But they have twice told us that we do not have a 
product that falls under the provisions of section 22. 

Therefore, we argue that it is important now that some language 
be adopted in H. R. 1, if it is to be passed, which will cover this fringe 
area not covered by section 22. 

Mr. Mitts. Is there a duty now on milk sugar ? 

Mr. Spracue. All of the dairy products without specific duties are 
getting 25 percent ad valorem. 

Mr. Mrixs. It comes in the basket clause on dairy products / 

Mr. Sprague. Yes. These products are individually produced in 
a small amount, but totaled they add up to a sizable volume. 

Mr. Mus. Isthisa fairly newly developed product ? 

Mr. Spracur. Milk sugar has been produced for years for infant 
food and pharmaceutical uses. During the war, when the penicillin 
industry developed, the industry got a big stimulus, and the infant- 
food business also got a big boom at that time. So the production now 
is of the order of 30 million pounds a year in the United States. It 
has been as high as almost 40 million, but it is not that big now. 

Mr. mee Does it constitute a major segment of the dairy industry 
or not? 

Mr. Sprague. I will have to answer that this way: It takes the whey 
from about 2 billion pounds of milk to manufacture the milk sugar 
that is used. That, I suppose, is almost 20 percent of the total milk 
used in manufacture of cheese in the United States. 

Mr. Mitts. Dr. Sprague, is there a surplus of it produced in the 
United States? 

Mr. Spracur. Yes. We can produce, with the tools and equipment 
we have, about 50 million pounds per year. Some of our plant and 
equipment came from defense production, because they asked us to 
build plants in 1951. 

Mr. Mitts. Is it profitable to use the whey for this purpose as 
against some other purpose ? 

Mr. Spracue. This probably is the best use to which we can put 
whey. Rut there is a tremendous quantity of whey, you know, and 
much more than we need. 

Mr. Miuts. This is the most profitable use to which it could be put ? 
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Mr. Sprague. That is right. 

Mr. Mixs. In other words, there would be no absence of ability or 
desire in the United States to fully and completely supply the entire 
market ? 

Mr. Sprague. That is right. 

Mr. Mutts. I do not understand why, if it is such a segment of the 
dairy industry, it would not possibly justify an import quota. 

Mr. Spracur. We do not think they would have to stretch their 
imagination very much, but up to now the Department has reached 
conclusions, and are not opening them up. I can see a bit of a reason 
for that, sir. If they ever open up the decisions they have made, they 
may have to open them up for more products than milk sugar. 

Mr. Mitus. Why do they not have a quota for Swiss cheese? 

Mr. Spracue. I will never know. I think Swiss cheese deserves a 
quota and should have it. 

Mr. Mitas. It does have a direct bearing, does it not, a material 
bearing, upon the price and the support program ¢ 

Mr. Spracue. I would say this: Anything you can do to increase 
the production of Swiss cheese in the United States would have a direct 
bearing on the amount of Cheddar cheese the Department will have 
to buy. There is no question about that. 

Mr. Mitts. That is my point. I think it would have a direct bear- 
ing on the price-suppor program. 

Mr. Spracur. Yes. But we coming here today understand you are 
not interested in the language of section 22. Therefore, we have to 
say section 22 should be kept, and it should be strengthened, I suppose 
by some other committee. But you do have a field in this fringe area 
of section 22 which is most important. 

Mr. Mitts. You have no worry, really, about dry whole milk or 
many of the other segments ? 

Mr. Spracus. As long as we keep section 22 they are adequately 
taken care of. 

Mr. Miss. As long as we leave section 22 alone, the dairy industry 
is pretty well taken care of, with the exception of these items you 
mentioned ¢ 

Mr. Sprague. That is right. 

Mr. Miris. And they must be cared for in the existing situation by 
the basket provision of the tariff law. 

Mr. Sprague. I should like to have the privilege of going over it 
with the rest of the people who will be here this week, and we will 
try to get some language that will cover this fringe group. 

Mr. Miuus. We do export considerable quantities of dry whole milk, 
I understand. 

Mr. Spracur. We export some, that is right. 

Mr. Mirus. I thought in 1953 we exported practically half of what 
we produced here in the United States. 

Mr. Srracur. I think that is correct. But it is not one of the big- 
volume products of the dairy industry. 

Mr. Mitts. Do we export some nonfat milk also? 

Mr. Spracur. I would think we had a chance over a period of years 
to develop a foreign market for nonfat dry milk solids I think so 
far as the rest of the dairy products are concerned, we are just kidding 
ourselves trying. But nonfat dry milk solids is a good product which 
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we can sell fairly cheap, and I would expect that we would develop 
exports. 

. Mutts. Some information you have given the committee about 
the relative prices of butter in this country and other countries have 
really no bearing upon our consideration here, do they? They are 
fine to have, however. 

Mr. Sprague. Only to the extent that you see, which I think you 
already know, that pe will be something to worry about if section 
22 is not kept. 

Mr. Mus. I agree with you. But as long as we have section 22 
we do not have to worry about what the price of butter is in New 
Zealand. 

Mr. Seracue. All right. 

Mr. Mitts. Is that right? 

Mr. Spracur. That is right. 

The Cuaiman. We thank you for your appearance, Mr. Sprague, 
and the information given the committee. 

Mr. Reep. Mr. Sprague, I am very sorry I was called out on some- 
thing very important and was not here, but I will read your paper. 

Mr. Seracur. Thank you. 

(The following letter was later received from Mr. Sprague :) 


WesTEeRN CONDENSING Co., 
Appleton, Wis., February 4, 1955. 
Hon. JERE Cooper, 
Chairman, the Committee on Ways and Means, 
New House Office Building, 
Washington, D.C. 

Dear Mr. CuarrMan: This refers to my statement on Wednesday, February 2, 
1955, before the Committee on Ways and Means. The committee permitted 
trausmission, by letter, of further recommendations with reference to H. R. 1. 
My further observations for the record are as follows: 

I. Section 3 (a) (1) (A), page 2, line 22, to page 3, line 4, ending at the colon, 
serves no purpose other than that of establishing a specific basis for the excep- 
tion, lines 4 to 8. This basis for exception, e. g. * * * quantative restriction, 
customs formalities, and other matters relating to trade * * * are very broad. 
The exception, e. g. all of subparagraph 3 (a) (1) (B) is also very broad 
and substantially nullifies any limitations in the preceding subparagraph (A). 
The result is a grant of power to the President covering the whole field of tariffs, 
quotas, and other restrictions in existing law. It also approves any agreement 
which the President has entered into, including all the actions of GATT. It is 
recommended that on page 2, line 21, after the word “thereof” a semicolon be 
inserted and thereafter strike out the remainder of the subparagraph through 
page 3, line 8. 

II. There are several products of milk not included in the administrative 
application of section 22 of the Agricultural Adjustment Act. These products 
of milk are imported subject to existing tariff rates which can be reduced by 
50 percent under several paragraphs of H. R.1. Three specific recommendations 
follow: 

(a) At page 4, line 16, add the following sentence: “The provisions of this 
subparagraph shall not apply to products manufactured from milk or products 
thereof whenever a price-support program or other operation with reference to 
milk or butterfat is being undertaken.” 

(b) At page 5, line 22, add the following sentence: “The provisions of this 
subparagraph shall not apply to products manufactured from milk, or products 
thereof, whenever a price-support program or other operation with reference 
to milk or butter fat is being undertaken.” 

(c) At page 11, line 19, add the following sentence: “The provisions of this 
section shall not apply to products manufactured from milk, or products thereof, 
whenever a price support program or other operation with reference to milk or 
butterfat is being undertaken.” 
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III. In order that subparagraph B, page 3, of this bill may not be miscon- 
strued, the addition of a new section 6 at the end of page 12 is recommended as 
follows: 

“Section 6. The enactment of this act shall not be construed to determine or 
indicate the approval or dissapproval by the Congress of the executive agree- 
ment known as the General Agreement on Tariff and Trade.” 

We believe that these recommended changes in H. R. 1 cannot conflict with 
the stated intention of the Secretary of State. These changes will materially 
reduce the opportunity for misconstruction of the proposed legislation. Since 
the legislation is proposed for a 3-year period, it is most important that the 
essential interests of domestic producers, as well as of foreigners, be adequately 
secured by careful and direct statement of intent and purpose. Economic errors 
in this bill, lasting over a period of 3 years, may well cause business failure 
which your committee did not intend. 

Respectfully yours, Gorpon W. SPRAGUE. 


The CHatrman. The next witness is John Breckinridge. Come 
forward, please. 


For the record, will you please give your name, address, and the 
capacity in which you appear? 


STATEMENT OF JOHN BRECKINRIDGE, ATTORNEY, PIN, CLIP & 
FASTENER ASSOCIATION, NEW YORK, N. Y. 


Mr. Brecxtnripez. Mr. Chairman, my name is John Breckinridge. 
I am attorney for the Pin, Clip and Fastener Association, which has 
headquarters at 74 Trinity Place, New York City, N. Y. 

I have a prepared statement here, but I will not take the time of 
the committee to read it. I would like to ask if it could be inserted 
into the record at this point. 

I would like to confine my comments to the escape clause and the 
broad unprecedented delegation of power which would be made by 
ee (A) and (B) of section 3 of H. R. 1. 

Mr. Mixts (presiding). Without objection, you may have that priv- 
ilege, Mr. Breckinridge. 

Statement referred to follows :) 


STATEMENT OF JOHN BRECKINRIDGE, ATTORNEY FOR THE PIN, CLIP AND FASTENER 
ASSOCIATION 


Mr. Chairman, my name is John Breckinridge. I am attorney for the Pin, 
Clip and Fastener Association which has headquarters at 74 Trinity Place, New 
York City, N. Y. 

I appear here today in opposition to H. R. 1 or any extension of the Trade 
Agreements Act without clarifying and strengthening amendments to the escape 
clause and other safeguarding provisions designed and intended by Congress to 
prevent injury (to domestic workers, and capital devoted to the production of 
articles which are also imported) but.which have been rendered ineffective by 
both Democratic and Republican administrations. The clear intent of Congress 
to prevent import injury has been completely circumvented by unwarranted ad- 
ministrative interpretations all along the line. The members of the association 


who produce safety pins and straight pins, with which we are primarily con- 
cerned are: l 


Delong Hook & Eye Co., Philadelphia, Pa. 

Noesting Pin Ticket Co., Inc., New York, N. Y. 

Oakville Co. Division of the Scovill Manufacturing Co., Waterbury, Conn. 
Plume & Atwood Manufacturing Co., Waterbury, Conn. 

William Prym, Inc., Dayville, Conn. 

Star Pin Co., Shelton, Conn. 

Union Pin Co., Winsted, Conn. 

Vail Manufacturing Co., Chicago, Il. 

Risdon Manufacturing Co., Naugatuck, Conn. 
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These member companies produce substantially 100 percent of the straight pins 
and about 90 percent of the safety pins produced in the United States. 

As will be noted, these companies are located in the States of New York, 
Pennsylvania, Illinois, and Connecticut. The majority of them are located in 
Connecticut. 

Both straight pins and safety pins are staple products of standardized produc- 
tion and use throughout the world. Both foreign and American pins are prac- 
tically identical in size and style. They are used interchangeably by identically 
the same users for identically the same purposes. This applies to both household 
and industrial users. 

The production facilities of the American manufacturers for whom I speak 
are more than adequate to supply the entire United States demand. Over the 
years, since the 1930’s, the demand for pins has been inelastic and American 
consumption has been relatively static—that is, with no increasing consumption 
corresponding to the increasing population or the increasing national income. 
Under these circumstances any substantial quantity of imported pins must neces- 
sarily displace the consumption of an equal quantity of American produced pins. 
Such displacement of American produced pins is necessarily accompanied by a 
reduction in production and sales tegether with the consequent reduction in em- 
ployment for labor and profits for the American manufacturers. 

Increasing imports have caused very serious damage to the American manu- 
facturers and their employees and threaten even more serious injury in the 
future. In fact, if some relief is not forthcoming the American industry faces 
eventual extinction. 

Unless this committee and this Congress clarifies the definition of “domestic 
industry” and strengthens the escape and other safety-valve provisions of the 
existing law we are convinced that no such relief will be forthcoming through 
administrative means. 

Foreign production equipment and technological methods of mass production, 
in the pin industry, are substantially the same abroad as they are in the United 
States; the industry having been concurrently developed and improved both 
abroad and in the United States over a long period of years. Consequently, the 
American producers have no efficinecy, or technological, or mass production ad- 
vantages by which to overcome the competitive advantages of foreign countries 
enjoyed through lower labor and material costs. It is significant that the com- 
petitive disadvantages of the American producers are artificially brought about 
by immigration and labor laws and policies and other conditions in the United 
States beyond their control. 

The ratio of labor costs to the total production costs in this industry is very 
high as distinguished from a very low percentage of labor cost in mass-production 
industries such as the automobile industry. American wage rates in the pin 
industry average approximately $1.75 per hour and is equal to approximately 4 
times similar wage rates in the principal competing foreign countries such as 
England, Germany, and Czechoslovakia. The disparity between American and 
foreign wage rates is much greater in the case of imports coming in from Japan 
and China which are likely to increase substantially in the future. 

With such a wide labor cost advantage enjoyed by foreign producers of equal 
man-hour productivity and with labor costs averaging 40 to 50 percent of the total 
American production costs it is obviously impossible for the American industry 
to survive on any substantial basis without adequate measures providing for 
relief from imports when it is needed—that is, when imports cause or threaten 
injury to the American workers or producers. Such safeguards which can be 
used effectively and in timely fashion when needed do not exist in the present law. 

Since the postwar reductions in the pin tariffs, imports of foreign pins have 
increased at an enormous rate. Prior to World War II, safety pin imports 
averaged approximately 1 million gross annually. Since the war and tariff 
reductions in 1948, they have increased approximately to 3 million gross annually. 
The postwar and postconeession imports are averaging over 25 percent of 
American production and have run over 40 percent of domestic production in 
the case of steel safety pins. In the case of straight pins, imports increased 
from an average of less than 100,000 pounds annually in the prewar period to 
over 400,000 pounds in 1951 and over 300,000 pounds during the first 10 months 
of 1954, and with no increase in the average annual domestic sales over the pre- 
war period. This constitutes an increase in imports relative to American produc- 
tion of from approximately 3 percent in the prewar period to approximately 15 
percent in the postwar and postconcession period and as high as 30 percent in the 
case of steel pins. This increase in imports has resulted in a proportionate 
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decline in American production and sales. Employment and profits in the pin 
industry have declined correspondingly. The manufacturers are operating just 
at the break-even point or at a loss. 

Prior to any trade-agreement negotiations the association repeatedly placed 
their case before the appropriate administrative agencies. We feel it adequately 
proved that any decrease in the pin tariffs would cause serious injury to the 
American producers. However, the administration ignored the facts presented 
by the pin industry and has cut the tariffs on both straight pins and safety pins in 
negotiations with the United Kingdom and Czechoslovakia, which became effec- 
tive in 1948. 

As pointed out above, developments since the effective date of the tariff reduc- 
tions in 1948 have fully justified our fears. Increasing imports have caused very 
serious injury to the American producers. Both the safety-pin and straight-pin 
industries have applied for relief under the escape clause (investigations No. 28 
and No. 29) and submitted complete and detailed facts concerning straight-pin 
and safety-pin production and sales in America. We are submitting for the 
committee’s study copies of the briefs submitted to the Tariff Commission so it 
ean determine for itself the completeness of the facts furnished to the Commis- 
sion. Yet the Commission terminated the investigations and refused to make a 
finding on the merits on the grounds that the producers had not submitted infor- 
mation relative to their production of entirely unrelated products such as 
plumbing hardware, window chains and so forth. This amounts to a holding 
that the American production of safety pins or straight pins does not constitute 
a domestic industry within the legislative meaning of the escape clause. In 
many other cases the Commission or the President has denied relief on the 
grounds that the American producers of a given product being injured by imports 
were making profits on other unrelated products or that they could produce other 
products. Thus the producers of multiple products could be forced out of 
business on one product after the other without being eligible for relief under 
the Commission’s interpretation of “domestic industry.” The Commission has 
never publicly defined “domestic industry” but relies only on the fact that 
Congress is aware of their rulings and has not changed the law. We submit that 
the Congress intended the escape clause to prevent injury to product industries 
or the American labor, capital and management engaged in producing the prod- 
uct being injured by excessive imports. The Commission’s interpretation of 
domestic industry ignores the rights of the workers involved and would deny 
relief so long as the corporate entitles involved are making a profit on unrelated 
products. If the escape clause is to be made effective for the many small indus- 
tries, which are most vulnerable to import injury, the Congress will have to 
clarify its intent as to what or whom is to be protected from injury. 

The escape clause as it has been interpreted is ineffective. If Congress intends 
it to be an effective safeguard against injury it must clarify and strengthen it. 
If Congress does not intended the escape clause to be an effective safeguard, it 
should, in all honesty, repeal it and abolish the Tariff Commission. At the pres- 
ent time the escape clause is misleading to the public and the State Department 
merely uses it for buck-passing purposes. Most of the Tariff Commission’s 
findings that injury has been suffered are summarily overruled by the President, 
primarily on the advice of the State Department and its long, drawn-out investi- 
gations constitute a useless waste of time. In the few cases in which the 
President has granted relief under the escape clause, the relief could have been 
and undoubtedly would have been granted without the escape clause and without 
any investigation by the Tariff Commission. If the escape clause is to remain 
unchanged and ineffective either through interpretation or Presidential over- 
ruling of Tariff Commission findings the full responsibility for injury to domestic 
industries should be placed upon the State Department and the President and 
they should not have an ineffective, buck-passing escape clause and Tariff Com- 
mission. It is abundantly clear that our only hope for relief lies in Congress. 

In addition to our belief that the existing safeguards in the Trade Agreement 
Act and other laws need clarification and strengthening if the congressional 
intent is to be carried out; we feel that an extension of the act, as proposed in 
H. R. 1 would be interpreted by the State Department and advocates of “Trade— 
Not Aid” in the present administration as a blanket endorsement and approval, 
by this Congress, of the manner in which the Trade Agreements Act has been 
administered in the past. In addition, subparagraphs (A) and (B) of section 
3 of H. R. 1 would grant to the President the unprecedented power to ignore or 
nullify by trade agreement and proclamation all safeguarding provisions of 
existing law, such as the escape clause, the countervailing duty and antidumping 
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laws. In our opinion this would be a most dangerous thing for us and for 
many other American industries. 

We feel that our industry is in no different position than that of thousands of 
other small industries which have a relatively high labor cost in the production 
of their product and in which they enjoy no mechnization or technological ad- 
vantage over foreign producers through which they can overcome their labor 
and material cost disadvantages. We feel that the existing law and the manner 
in which it has been administered has worked to the very great disadvantage 
of the relatively small businesses throughout the United States. 

Mr. Brecktnrince. First, we would like to endorse very strongly 
a statement before the committee, presented by Mr. Strackbein. | 
would like to enlarge a little bit upon one of his principal comments 
to the effect that the escape clause, canonih adverse interpretation, and 
by the President’s overruling the Commission, had been rendered 
practically completely ineffective. 

I would like to illustrate that point. One of the difficult points with 
the escape clause is well exemplified by our experience in the safety-pin 
and straight-pin cases, which were investigations Nos. 28 and 29 before 
the Tariff Commission. In those cases, the industry submitted to the 
Tariff Commission very complete and very detailed information with 
respect to all of the facts on American sales, production, profits, and 
so forth, with respect to safety pins and straight pins. 

However, the Commission terminated the investigation on the 
grounds that the safety-pin production and straight-pin production 
did not constitute a “domestic industry” within the meaning of the 
escape clause, section 7 of the Trade Agreements Act Extension of 
1951. 

So that the committee can make a determination on its own, I 
would like to submit for its consideration a copy of the briefs which 
we supplied the Commission, and a copy of confidential consolidated 
reports that were submitted to the Commission in both cases, so they 
can determine the extent and completeness of the information which 
was submitted to the Commission. 

I do not want these included in the record, but I would like to submit 
them for the committee. 

Mr. Mitts. They may be filed with the clerk for the information of 
the committee, Mr. Breckinridge. 

Mr. Breckinriver. What this decision amounts to is that the Com- 
mission did not even consider safety pins on its own merits as eligible 
for relief under the escape clause. In many other cases, the Commis- 
sion has denied relief on the ground that products other than that 
being imported were being made at a profit. We feel that Congress 
did not intend that the injury to the ‘domestic industry” be interpreted 
in that way. I would like to recommend an amendment to the escape 
clause which would, I believe, help clarify that point. 

It is an amendment similar to that approved by this committee in 
1953, in H. R. 5894 and explained at page 2 of Report No. 777. The 
principal change would be to strike out the words “domestic industry” 
and insert in lieu thereof the words “American workers, miners, 
farmers, or producers”. 

I have a copy of the proposed amendment which I would like to 
include in the record at this point. 

Mr. Mitts. Without objection, you may do so. 

(Document referred to follows :) 
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ProrposeD AMENDMENT TO H. R. #1 TO CLARIFY THE MEANING OF INJURY TO 
“Domestic INDUSTRY” AS USED IN THE ESCAPE CLAUSE (SECS. 6 AND 7) OF THE 
TRADE AGREEMENTS EXTENSION ACT OF 1951 


Section —. Section 6 of the Trade Agreements Extension Act of 1951 (19 
U. S. C., sec. 1363) is hereby amended by striking out “domestic industry” and 
inserting in lieu thereof “American workers, miners, farmers, or producers”. 

Sec. —(a). The first and third paragraphs of subsection (a) of section 7 of 
the Trade Agreements Extension Act of 1951 (19 U. S. C., sec. 13864) are hereby 
amended by striking out “domestic industry” and inserting in lieu thereof 
“American workers, miners, farmers, or producers”. 

(b) Subsection (b) of such section 7 is hereby amended by striking out “in 
the domestic industry” and inserting in lieu thereof “among the American 
workers, miners, farmers, or producers”’. 

(c) Subsection (c) of such section 7 is hereby amended by striking out the 
words “domestic industry” and inserting in lieu thereof “American workers, 
miners, farmers, or producers”. 

Mr. Brecxrnripce. In fact, we feel so strongly about this ineffec- 
tiveness of section 7 of the Trade Agreements Extension Act of 1951, 
the escape clause, that we feel that if the act is extended without any 
clarification or strengthening of the escape clause, that it would be 
more honest to actually repeal the escape clause, and, I believe, to 
abolish the Tariff Commission. 

Under the present circumstances, the State Department constantly 
holds out the escape clause, and the Tariff Commission, as safeguards 
against injury to American producers. Industries are told “You 
needn’t worry about our concessions. If there is any injury, you can 
get relief under the escape clause and through the Tariff Commission.” 

We do not think that is actually the case. With the President reject- 
ing the recommendations as regularly as he does, I think we would be 
much better to let. the State Department and the President take full 
responsibility and abolish the Tariff Commission. The functions of 
the Tariff Commission could be performed by the State Department 
and the Department of Commerce, and the Department of Agriculture. 

We believe that in the very few cases where relief has been granted, 
such as the watch case, relief would have been granted had nes not 
been an escape clause in the law and had there not been a Tariff 
Commission. 

Those decisions were made on certain considerations that would 
have been made by the President in any event. The escape clause in 
its present ineffective form is misleading to the public. If it is not 
strengthened, we think it would be more honest to completely repeal it 
and let the full responsibility lie on the President and the State De- 
partment where it actually has been in the way the escape clause is 
administered, although the public does not realize it. 

The facts of the safety-pin and straight-pin industries, and the 
arguments on the question of legislative meaning of the words “in- 
jury to domestic industry” are contained in more detail in my state- 
ment, but I do want to take the time to go into them. 

I would also like to submit to the committee a statement that was 
made before the Commission in the safety-pin and straight-pin cases, 
concerning the legislative history of the use and meaning of “domestic 
ee” in tariff legislation generally, and relating that to the escape 
clause. 

The CHarrman. Without objection, it is so ordered. 

Mr. Brecxrnriner. I do not want it in the record, but I want it 
submitted to the committee. 
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The Cuamman. You do not want it included in the record, but it 
is for the information of the committee ? 

Mr. BrecxrNrmer. Yes, sir. 

The Cuarrman. All right. The committee will receive it for their 
information. 

Mr. Brecxinriwer. Now, I would like to turn to paragraphs (A) 
and (B) of section three of H. R. 1, at pages 2 and 3 of the bill. 

As has been brought out here in connection with section 22 by the 
Secretary of Agriculture and others, the language in paragraph (A), 
on page 2, is a new delegation of authority, and it would authorize the 
President, through a proclamation of a Ya in a trade agree- 
ment, to impair or nullify the operation of various safeguarding laws, 
the escape clause, section 22, the countervailing duty statute, the anti- 
dumping law. 

It could even modify the operation of food-and-drug laws to the 
extent that they operate as a restriction on imports. 

The language in paragraph (A), from the word “thereof” in line 
21 on page 2 through line 4, up to the proviso is all new language. The 
proviso at lines 4 through 8 of page 2 is also new language. It reads 
as follows: 


Provided that, except as authorized by subparagraph (B) of this paragraph, no 
such provisions shall be given effect in the United States in a manner inconsistent 
with existing legislation of the United States. 


The exception in the proviso constitutes the dangerous part of this 
new language. 

Paragraph (B) following this proviso states the proclaiming au- 
thority. The proviso amounts to the same thing as saying in (B) 


that regardless of existing legislation, the President may proclaim 


such modifications of existing duties or other import restrictions, or such 
continuance of existing customs or excise treatment. 

Under that authority, under the language there along with the 
proviso, any existing law that operated as a restriction on imports or 
authorized a restriction on imports under certain conditions, could be 
modified, or the President could agree and proclaim under a trade 
agreement not to use that law in the future. 

I believe except for the question of constitutionality, under this law 
it would become effective, to destroy section 22 and the escape clause 
and other provisions of law. For example, in the escape clause in 
1951, the Congress for the first time authorized the use of import 
quotas as a method of preventing injury. 

In the General Agreement on Tariffs and Trade, there is a pro- 
vision making a general prohibition against the use of quotas. If this 
language were enacted, that provision could, without even entering a 
new trade agreement, be reproclaimed by the President under the au- 
thority here, and it would prohibit the use of quotas as provided in 
the escape clause. 

The General Agreement on Tariffs and Trade provides that counter- 
vailing duties shall not be imposed unless you a7 injury to the do- 
mestic industry. Our countervailing duty law says that when there 
is found to be a bounty or a subsidy on exports of products to the 
United States, directly or indirectly, by the Government or by cor- 
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porations, the Secretary of the Treasury shall impose a countervail- 
ing duty to offset that. Di 

ere, again, even without negotiating a new trade agreement, the 
President could reproclaim that provision of GATT, and the counter- 
vailing duty law would be effectively modified or nullified. 

Last year the Congress amended the marketing agreements act, 
section 8 (e), to provide that where a marketing agreement sets up 
standards, minimum standards, for sale in the domestic market, then 
imports must meet those same standards. 

ere is a contrary provision in the General Agreement on Tariffs 
and Trade, saying that you shall not restrict imports, except where it 
could be shown that the imports would be inedible and detrimental 
to the public health. 

Frequently the standards set up by our Government are higher than 
that. The same is true under the food-and-drug laws and regulations. 
Yet by reproclaiming that provision under the existing trade agree- 
ments, the President could effectively modify the Marketing Agree- 
ments Act, the import restrictions under the lihend-istk ion and 
the regulations issued thereunder. 

The only thing you would have to do, for any existing law or any 
existing import limitation under existing law, to show that it was 
subject to modification by Presidential proclamation, would be to show 
that it falls within the wording of paragraph B on page 3, beginning 
at line 9. 

Under the language there—“other import restrictions or continua- 
tion of existing customs treatment”—almost any law we have that 
operates to affect imports or operates as a restriction, or which could 
operate as a restriction on imports—would fall within that language 
and a proclamation could remove the restrictions without regard to 
the law, or it could agree to continue the existing customs treatment 
and agree not to use the law, or not to use the law except under stated 
conditions in a trade agreement different from those in the law itself. 

I was here most of the time when the administration witnesses ap- 
peared and testified on this bill. I have read their statements since 
that time. I did not hear any administration witness explain this 

aragraph (A) language, the new language, or the reason for the new 
anguage in paragraph (A) on pages 2 and 3. 

I also did not hear any of them request any additional authority for 
the President to overrule existing laws, which the President would be 
empowered to do under this provision. 

The people who actually drafted this bill, which I understand were 
the staff people on the Randall Commission and in the State Depart- 
ment, I believe actually intended this language to enable them to pro- 
claim all of the presently ineffective provisions of GATT. I believe 
this language would constitute or give the President authority to put 
GATT into full and definitive effect, which he has never had before. 
This new language provides a hidden back door entrance to GATT. 

Many of the provisions of GATT are contrary to existing law and 
have not been put into effect. It has been so specified in the President’s 
proclamations relating to GATT. 
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I think this would enable them to put it into effect and to accom- 
plish the same thing that they tried to accomplish in the charter for 
an International Trade Organization which was rejected by the Con- 

Ss. 
The Cuatrman. Are you through ? 

Mr. Brecxrnrwer. No, sir. I am just about finished, sir. 

The Cuarrman. If it is just the same to you, I would rather you 
follow your document. I believe you are taking more time by not 
following it than if you had followed it. 

Mr. Brecxrnripce. In just a few minutes I will be finished. 

We would suggest that all of the new language in subpar ape (A) 
following the word “thereafter”, on line 21, page 2 of the bill, be 
deleted and insert in lieu thereof a semicolon and the word “and”. 
This would leave the language through subparagraph (B) ending on 
line 16 of page 3 the same as is now contained in the existing law, and 
H. R. 1 would still give the President all of the authority that has been 
er or explained by administration witnesses support- 
ing the bill. 

No administration witness has explained the new language. There- 
fore, it seems to us that there can be no objection to deleting such new 
language. So amended the bill would still give the President all the 
authority he has asked for. 

Also in order to avoid any subsequent interpretation that the Con- 

ess has approved or ratified the general regulatory provisions of the 
GATT or other trade agreements, many of which are contrary to 
existing safeguarding laws, such as section 22, the escape clause, 
countervailing duty statute, we strongly urge that any extension of the 
Trade Agreements Act again contain a savings clause to the effect that 
“the enactment of this act shall not be construed to determine or 
indicate the approval or disapproval by the Congress of the executive 
agreement known as the General Agreement on Tariffs and Trade.” 

This language is contained in section 3 of the Extension Act of 1954, 
Public Law 464, and a similar section has been included in every exten- 
sion for the past several years. 

We urge this Congress to follow the same procedure. Such an 
amendment to H. R. 1 would not impair any authority requested by 
the President, and there should be no objection thereto. 

We would also like to urge that any extension that might be ap- 
proved by this committee be limited to 2 years rather than 3 years, 
so that the matter can be reconsidered at the first session of the next 
Congress. 

That completes my statement, Mr. Chairman. 

The Cuarrman. All right. We thank you for your appearance 
and the information given the committee. 

Are there any questions ? 

Mr. Mrixs. Mr. Chairman? 

The Cuatrman. Mr. Mills, of Arkansas, will inquire. 

Mr. Mus. Mr. Breckinridge, were you serious in your suggestion 
that we should repeal the legislation creating the Tariff Commission 
and dissolve the Tariff Commission ? 

Mr. Breckrnriwer. If the law is to be extended as is, or as is pro- 
posed in H. R. 1, Congressman Mills, I am very serious about that, 
I think it is misleading. The Tariff Commission is held up as an 
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agency which is designed to, and which will, protect American indus- 
tries. Under the current situation, I just do not believe that is true. 

Mr. Mrzs. You do not criticise the Tariff Commission, per se, do 
you? 

Mr. Bricxinriwee. No; I criticise some of their interpretations of 
the escape clause, which I think is contrary to the real intent of Con- 
gress, as I outlined in connection with “domestic industry.” The onl 
thing they rely on in that interpretation of “domestic industry,” whic 
excludes relief for individual products, is the fact that Congress has 
been aware of their rulings, and has made no change in the law. That 
is one of the reasons why I think it is important that a clarification be 
made. If Congress extends it as it is with no change, it will be inter- 
preted as a complete approval by this Congress of the manner in which 
the “escape clause” has been administered by the Tariff Commission 
and by the President. 

I think if that was the case, we would be just as well off without the 
escape clause, and it would not be misleading to the public, which I 
think it actually is today. 

Mr. Mirus. There is a difference between the repeal of the escape 
clause and the liquidation of the Tariff Commission. I know you 
fully recognize, as a lawyer, dealing in this ae that the Tariff 
Commission has many other functions than merely the determination 
of whether injury has occured to an industry under a reciprocal trade 
agreement. 

Mr. Brecxrnriper. Yes; they do have other functions, but I think 
those functions could be performed just as well and cheaper by the 
agencies I have mentioned, the State Department, Commerce, and 
Agriculture. 

am not recommending that that be done, but I recommend that 
the escape clause be strengthened, and that the Tariff Commission 
be given more power, that its decisions be made final, that the Presi- 
dent not have authority to overrule them. 

Mr. Mirus. I wanted you to correct the impression that you gave 
me, because I had always thought that perhaps you were not entirely 
in accord with all of the actions cabied by the State Department, the 
Department of Commerce and the other agencies of government that 
contribute a representative to the Trade Agreements Committee, and 
that you would not be serious in suggesting that we leave to those same 
agencies the determination of peril point. 

Mr. Brecxtnriwce. The way the law is not administered, and the 
way the President has consistently overruled the Tariff Commission, 
I do not believe the Tariff Commission has had a substantial influence 
on the decisions, and I think we would be just as well off without the 
Commission. 

Mr. Mixs. I did not mean to inquire into that. 

Mr. Brecxinringe. That is, so far as protecting domestic industry 
is concerned. 

Mr. Minis. I did not mean to inquire into this particular point, but 
since you have gone around the edge of it, let me come directly to the 
question that I have had in my mind for some time. 

Would the situation be improved, in your opinion, if the law re- 
quired the President to accept as fact the findings of the Tariff Com- 
mission though we did not endeavor to bind him to completely follow 
the findings of the Tariff Commission? Do you follow me? 
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Mr. Breckineiper. Yes. I think that would be some improvement 
in the existing law. But if he still had authority to overrule the 
Commission, I don’t believe it would be a great deal of value. 

Mr. Miiis. There might be some circumstances that would justify 
the President going contrary to the finding of the Tariff Commission, 
in my opinion, at least, even though the Tariff Commission had reached 
the conclusion that if this particular situation continued, some indus- 
try in the United States might be injured. There might be matters of 
great national or defense interest, and things of that sort, that could 
possibly justify him going contrary to the findings of the Tariff Com- 
mission. But I thought maybe you might agree that it would be 
helpful if he had to recognize, as a matter of fact, the finding of the 
Tariff Commission ; that he could not say “I have understood that the 
finding of the Tariff Commission is not exactly accurate, that if this 
duty is at certain levels a particular industry will not be hurt. Some- 
body in a department of the Government told me that.” 

I think it is intended, for purposes of reciprocal trade agreements, 
that the Tariff Commission be the one to make the determination as to 
whether or not injury might occur from the continuation of a rate or 
the establishment of a rate in the first instance at a certain level. 

Do you agree with me that that might improve the situation, that it 
might give greater confidence ¢ 

Mr. Brecxtnrince. I honestly don’t believe it would make any mate- 
rial difference in the ultimate result. 

Mr. Miias. If the President did not follow the findings of the Tariff 
Commission, he could not then say that the findings of the Tariff Com- 
mission were, in his opinion, incorrect, or that he had received informa- 


tion from some other source that no injury would occur. He would 
have to — his disagreement with the Tariff Commission on some- 


thing other than the established fact by the Tariff Commission that 
injury would result. 

Mr. Breckrnriper. I think that would be an improvement over 
practice that the President has used in differing with the actual facts 
and findings of the Commission. 

Mr. Mitts. I personally feel, and have felt for a long time, that the 
Tariff Commission should be protected in this job that we have as- 
signed to it of determining whether or not injury can result under cer- 
tam.given circumstances. As far as I am personally concerned, I 
think they are the best qualified of any agency of Government to make 
that. determination. 

Mr. Breckrnriver. I believe that, too, sir. 

Mr. Miius. Therefore, I want to strengthen the position of the 
Tariff Commission on determinations of some sort, such as we are 
discussing, rather than to abolish it or to in anyway reduce its effective- 
ness in this field. Do you want to do the same thing? 

Mr. Brecxtnrince. I would do that, if we can effectively strengthen 
the Commission and make its decisions binding to a greater extent. 
I think that would be an important improvement over the current 
situation. 

Mr. Mitxs. You probably would disagree with me, but I would not 
agree it would be quite proper to bind the President under all cireum- 
stances to go along in all instances with the recommendations of the 
Tariff Commission. 
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Mr. Brecxrnrince. I would disagree with you. I think that the 
President should be bound by the findings of the Commission which 
is an agency of Co f the President has an ee 
reason, the national defense or the national welfare, that it shoul 
not be done, he can, of course, come to Congress and present those 
reasons and ask for appropriate legislation by Congress. I think if 
the reasons were compelling, Congress would act. I do not think 
he ought to have the initial power to overrule the Commission or not 
put its recommendations into effect. 

Mr. Miius. (presiding). I really do not see that it would make 
much difference, if, under the circumstances that you prescribe, the 
President ought to do something, and he comes to Congress. Con- 
gress will do it anyway. 

T will not pursue it. 

Mr. Breoxrnriner. One suggestion I would like to make, Congress- 
man Mills, is that I would like to see an amendment to the esca 
clause which would provide that Congress itself would make the 
determinations under the escape clause and take action. 

Of course, Congress has the power to change the tariff anyhow. 
But the principal argument against a tariff bill in Congress is always 
that that would violate GATT, that would violate an international 
agreement. 

Such an amendment, I think, would put foreign countries on notice 
that the Congress reserved that right, and that if they saw fit to exer- 
cise it as a result of injury caused from imports, they would not be 
abrogating the agreement. 

I have prepared an amendment on that which I would like to sub- 
mit for the record. 

Mr. Mixxs. I would like to have it for the record at this point, if 
there is no objection. 

(Amendment referred to follows :) 


Proposep AMENDMENT TO H. R. 1 RESERVING THE RIGHT OF CONGRESS TO TAKE 
ACTION UNDER THE ESCAPE CLAUSE ‘ 


Section—. The first sentence of subsection (c) of section 7 of the Trade 
Agreements Extension Act of 1951 (19 U. 8. C., sec. 1364) is hereby amended by 
inserting “, or the Congress upon its own determination may,” after the word 
“may” and before the word “make” and by inserting”, or determined by the 
Congress,” after the word “Commission” and before the word “to”. 

Mr. Muus. Mr. Breckinridge, let me direct your attention to the 
language on pages 2 and 3 of the bill to which you referred earlier. 
As I recall, when I read this language the first 2 or 3 times I was 
somewhat concerned over just what it meant and how it really read, 
and what could happen under it. 

Am I right that the first two lines are existing law, to enter into 
foreign trade agreements with foreign governments or instrumentali- 
ties thereof. 

That is existing law? 

Mr. Brecxrnrince. Yes, sir. You would have to add an “and”. 

Mr. Mus. That is right. The word “and”, of course, would follow 
“thereof”. And then the entire paragraph (B) beginning on page 3, 
line 9, through line 16 is existing law ? 

Mr. Breckxrnrinee. That is right, sir; yes. 
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Mr. Mrs. So what has been added is the language beginning with 
the last 3 letters on line 21, page 2, through line 8 on page 3? 

Mr. Brecxinrince. That is correct, sir. 

Mr. Mixts. It is that language es im your opinion, makes possible 
all of these things that you say coul 


happen under these two para- 


graphs? 

Mr. Breckinripeg, Yes, sir. May I comment on that, briefly ? 

Mr. Mitts. Yes. 

Mr. Brecxrnriwce. I believe that new language from line 21 on page 
2 up to the proviso on line 4, page 3, is insignificant because the Presi- 
dent already has authority to negotiate. He can negotiate, go abroad 
and negotiate, on any subject. He can bring it back as a treaty. His 
limitation is in putting it into effect. 

Mr. Mitzs. You are anticipating me. I was just going to ask you 
the question. Does this give him any broader authority than he al- 
ready has? 

Mr. Brecxinrinee. Not to negotiate, no. But it does give him, 
through the proviso, much greater authority to proclaim and put pro- 
visions into effect inconsistent with our existing law. 

Mr. Mus. In other words, you object, really, to the language be- 
ginning on page 3, line 4, provided, and so forth, through line 8? 

Mr. Brecxinripee. That is correct, sir. 

Mr. Muts, That is the part that you have concern about? 

Mr. Breckrnriper. And primarily where it says “except as author- 
ized by subparagraph (B). 

Mr. Mus. I understand. That is really what bothers you. 

Mr. Brecxrnriwwer. That is the same as saying in paragraph (B) 
that regardless of existing legislation, the President is authorized to 
proclaim, and so forth, with the balance of the language of (B). 

Mr. Mitus. In order to make a trade agreement, as I understand, the 
President must be authorized to do two things: First of all, he must 
be authorized to enter into an agreement, to fix duties and to fix quotas, 
to deal with other of our own impediments to the freer flow of trade 
into the United States. That is the first thing; is it not? 

Mr. Brecxrnrinee. I don’t think Congress has to authorize him that. 
I think he can, without any authorization, negotiate an agreement. 

Mr. Mus. But that would be a treaty ; would it not? 

Mr. Breckrnrince. He would have to bring it back as a treaty. 

Mr. Mus. That is right. But in order to be able to negotiate what 
we refer to as a reciprocal trade agreement, he would have to be author- 
ized specifically to enter into such agreements, not to have to bring 
them back to the Senate for ratification by the Senate. 

The second thing, then, that he would have to do, after he entered 
into such an agreement, would be to modify those things in our exist- 
ing law that interfere with the carrying out of that agreement on the 
basis of the terms that we agree to; is that right ? 

Mr. Brecxryrincr. That he would do by proclamation. The 
proclamation is effective, the effective part. 

Mr. Mrixs. So you authorize him to enter into an agreement, and 
then you authorize him to proclaim those changes which are necessary 
to carry out the agreement. Is that right? 

Mr. Brecxrnrinee. I believe this language does that; yes, sir. 

Mr. Mrs. In order to effectuate an agreement, those things then 
have to transpire ? 
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Mr. Breckrnripce. That is correct, sir. 

Mr. Mitts. Do you feel that if he enters into an agreement under 
authority of this bill, if it becomes law, he will do so contrary to exist- 
ing law, and in accordance with the subsequent provisions of the bill 
beginning on page 3, line 17 ¢ 

We tell him he can enter into an agreement to do certain things, 
reduce duties, and so on, in a certain manner. Then we tell him that 
he can proclaim those changes. 

Mr. Breckrnrince. Yes, sir. 

Mr. Miius. How do you read into this that he could modify the 
pure-food law, that he could modify the laws on countervailing duties 
and things of that sort. I assume you just overlooked the Buy Ameri- 
can Act. That is an impediment to importations; is it not ? 

Do you think he could change that law under this? 

Mr. Brecxinripcr. I haven’t specifically looked into that one. I 
believe he could modify the conditions of the law. 

Mr. Mus. Let me ask you what is the meaning of this language. 
This is beginning on line 14, page 3: 
as are required or appropriate to carry out any foreign trade agreement that 
the President has entered into hereunder. 

What does that mean ? 

Mr. Brecxtnrince. I think that means any trade agreement, in- 
cluding GATT and past agreements or future agreements, that the 
President has or might enter into under section 350 of the Tariff Act of 
1930. 

Mr. Mitts. Do you believe that is a proper interpretation of the 
language that we just read? Does that not mean that the President 


may proclaim modifications and so on with oe to any trade agree- 
under 


ment that the president has entered into 
vision of H. R. 1? 

Mr. Brecxrnrince. No, sir. 

sais wer What other meaning could you attach to the word “here- 
under 

Mr. Brecxrnriver. I think “hereunder”, paragraph (B) from 
which you were reading, is an amendment to section 350 of the Tariff 
Act of 1930. 

Mr. Miuts. That is right. 

Mr. Brecxtnrince. And when it says “hereunder”, it means under 
section 350, and would apply to past agreements as well as future 
agreements. 

Mr. Mitts. That is not intended. I highly question that interpreta- 
tion of the language itself. To me it means this: That the President 
may enter into trade agreements. He may proclaim such changes as 
are necessary in existing law with respect to import restrictions, dutiee, 
customs, and excise treatment; that is, excise taxes, that are necessa 
to carry out the agreements that we have authorized him, under the 
bill, to enter into with respect to the lowering of duties from the date 
of the enactment of this bill forward. 

Mr. Brecxrnrivce. That could be argued. I actually believe that 
it would be interpreted as including all agreements that had been 
negotiated under section 350. That is my opinion, sir. 

Mr. Mutxs. What I am stating is what is intended. The committee, 
of course, can revise the language in executive session if it does not 


this particular pro- 
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carry out the original intention. If it does not carry out the intention 
of the committee, it can be changed. 

Mr. Reep. May I interrupt? 

Mr. Mus. Certainly. 

Mr. Reep. You are speaking for yourself as to the interpretation 
you put on it? 

Mr. Mitts. He is speaking for himself as to the interpretation he 
is putting on it, and we are engaging in one of these friendly discus- 
sions between an established lawyer and a would-be lawyer. 

Mr. Reep. But you are not giving that interpretation for the rest 
of us. 

Mr. Mitus. No. I said it was certainly the intention of those who 
proposed the bill, Mr. Cooper, and if it does not carry out the inten- 
tion, we can rewrite it, of course, to carry out the intention, in the 
committee. 

Mr. Brecxrnrince. I do not believe, in my opinion as a lawyer, 
that this language, as is, would carry that out. 

Mr. Mis. We do not want to have any doubts about it, so it can 
be changed. But to me it is quite clear, and I have read it several 
times. I said in the beginning I had the same question about it as you 
did today, that it did apply backward, but I do not think there is 
anything retroactive about it. It is certainly not intended to be. 
I know I am not called upon to defend the Agriculture or State De- 
partments, or any department of Government, or the President, or 
anyone else, but I am satisfied if they had wanted us to approve or 
ratify GATT in connection with this legislation, that they could have 
done it in a more adroit way than this. I think they could have done 
it so that you and I neither one would have discovered how they 
were doing it. I think this would be a very clumsy way of trying 
to do it. 

Mr. Brecxrnriper. My personal opinion of this language, particu- 
larly the proviso, is that it would enable them to proclaim into effect 
many of the provisions of GATT which are now inconsistent with 
existing law, and that under such proclamation the provision of GATT 
would control over the existing law. 

Mr. Mus. Very frankly, I question very much whether it is neces- 
sary to have this proviso on page 3, beginning at line 4 in the law in 
order to enable the State Department to do what is proposed to be 
done under this legislation—we seem to always say the State Depart- 
ment, but there are a lot of other departments which make up the 
Trade Agreements Committee—or to allow the President of the 
United States to do it. 

Mr. Brecxrnrince. You do not think it is necessary, do you say? 

Mr. Muas. I say I question that it is necessary. 

Mr. Brecxrnrince. I do not believe it is necessary, and they have 
not asked for any specifically, that I have heard, for any power that 
is contained or might be interpreted into this language. 

Mr. Mis. If we enact this now subsequent to legislation already 
enacted, for example excise rates, I think clearly those excise rates 
could be affected. I do not think you need to say in this authorization 
that the President can proclaim changes contrary to existing law. 

Mr. Brecxtnriner. The present law does not. He could do every- 
thing that he has asked for, and it would continue his power to negoti- 
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ate, to reduce by 15 percent, and the other provisions for reduction, 
without this language at all. 

Mr. Miizs. You and I know that in some agreements, excise taxes, 
and so on have been affected as well as duties, without any specific 
authorization to do it. 

Mr. Brecxrnringe. That is correct. I think that is covered some- 
what in the definition of existing duties and other import restrictions. 

Mr. Mus. I think so a So I do not really think that that 
proviso is essential for them to carry out the purposes they want. 

Mr. Brecxrnriner. I had not been ominad: at all about the reduc- 
tion of rates of duty here. I have been concerned about the effect of 
general regulatory provisions on other more general laws, such as 
section 22, the escape clause, and particularly the quota provision in 
the escape clause, the injury requirement of GATT oxith respect to 
countervailing duties. 

Mr. Mixtus. That is all. 

The CHarrmMan. We thank you for your appearance and the in- 
formation you have given the committee. 

Mr. Brecxrnriper. Thank you very much for the opportunity to 
appear. 

The Cuamrman. Thenext witness is R. A. Tilden. 

For the record, please give your name, address, and the capacity in 
which you appear. 


STATEMENT OF RICHARD A. TILDEN, ATTORNEY FOR CLOTHESPIN 
MANUFACTURERS OF AMERICA 


Mr. Trrpen. Mr. Chairman, and members of the committee, my 
name is Richard A. Tilden. I am an attorney with offices at 441 
Lexington Avenue, New York City. I am appearing today on behalf 
of the Clothespin Manufacturers of America, a trade association repre- 
senting the manufacturers of 100 percent of all wooden clothespins 
produced in the United States. 

After a 5-year struggle for effective tariff protection, involving 3 
public hearings before the Tariff Commission and 3 lengthy investiga- 
tions by the Commission—during which employment dropped 40 per- 
cent, a third of the plants were forced to close and _all those still in 
business wound up in the red—all this small industry got was the 
consolidation of satisfying 3 Tariff Commissioners that increased 
imports resulting from trade-agreement concessions were seriously 
injuring it. No relief hasbeen granted. The full story of clothespins 
has been told many times, and no useful purpose could be accomplished 
by my repeating it now. 

It was reassuring to learn from the administration spokesman 
appearing before this committee that the administration recognizes 
the need for the escape-clause provisions of the act to safeguard 
domestic industries. My sole objective at this hearing is to demon- 
strate, on the basis of the spring clothespin industry’s experience, that 
the present escape-clause provisions are not being interpreted and 
applied as intended by Congress and that several changes are essential 
if any real protection is to be given domestic industries. 

Attached to the copies of this statement filed with the committee 
are four changes in sections 6 and 7 of the Extension Act of 1951, 
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designed to give reality to the escape-clause relief intended by Con- 
gress, and endorsed by the administration. 
(Statement referred to is as follows :) 


PRoposep AppITIOoNs To H. R. 1 


1. Subsection (a) of section 6 of the Trade Agreements Extension Act of 
1951, as amended (19 U. S. C., sec. 1863 (a)), is hereby amended by adding at the 
beginning thereof the following words: “Except as provided in section 7 (c) of 
this Act,”, 

2. Subsection (b) of section 7 of the Trade Agreements Extension Act of 1951, 
as amended (19 U. S. C., sec. 1364 (b)), is hereby amended to read as follows: 

“(b) In arriving at a determination in the foregoing procedure the Tariff 
Commission, without excluding other factors, shall take into consideration a 
downward trend of production, employment, prices, profits, or wages in the 
domestic industry concerned, a decline in sales, an increase in imports over a 
representative period prior to the concession or an increase in imports over any 
representative period after the concession, either actual or relative to domestic 
production, a higher or growing inventory, a decline in the proportion of the 
domestic market supplied by domestic producers, and higher domestic costs for 
labor and raw materials than those of foreign producers. When a product upon 
which a concession has been granted under a trade agreement is, as a result, in 
whole or in part, of the duty or other customs treatment reflecting such conces- 
sion, being imported into the United States in increased quantities, either actual 
or relative, the Tariff Commission shall consider such increased imports as the 
cause or threat of serious injury to the domestic industry producing like or 
directly competitive products, when it finds that such increased imports have 
been a substantial factor, although not the only factor, contributing to the 
serious injury to such industry.” 

3. Subsection (c) of section 7 of the Trade Agreements Extension Act of 
1951, as amended (19 U. S. C., sec. 1364 (c)), is hereby amended to read as 
follows: 

“(e) The findings of the Tariff Commission included in its report of its 
investigation and hearings shall be final as to the existence of serious injury 
to the domestic industry, and upon receipt of such report the President, unless 
he finds that the recommended remedy, if proclaimed, would seriously impair 
the conduct of foreign relations, shall make such adjustments in the rates of duty, 
impose such quotas, or make such other modifications as are found and 
reported by the Commission to be necessary to prevent or remedy serious in- 
jury to the respective domestic industry. If the President does not take such 
action within sixty days he shall immediately submit a report to the Committee 
on Ways and Means of the House and to the Committee on Finance of the 
Senate stating why he had not made such adjustments or modifications, or 
imposed such quotas.” 


Mr. Tripen. The evidence supporting the need for these changes 
will possibly be surprising, and I urge the committee to study the 
full facts, given in a supplementary statement filed with the 
committee. 

I would like to ask the committee’s permission to have added into 
the record the entire supplementary statement which I will not read 
at this time. 

The Cuarrman. Without objection, it is so ordered. 

Statement referred to is as follows:) 


SUPPLEMENTARY STATEMENT OF RICHARD A. TILDEN ON BEHALF OF CLOTHESPIN 
MANUFACTURES OF AMERICA 


The proposed additions to H. R. 1 which the writer has presented to the 
committee are designed to accomplish the following four objectives: 

1. To make the findings of the Tariff Commission as to the existence of 
serious injury to the domestic industry final and binding on the President, and 
to permit the President to reject the recomendations of the Commission only 
for reasons of the national interest. 
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2. To require the Tariff Commission, in arriving at a determination as to 
whether imports have increased to take into consideration a comparison of the 
current rate of imports with the rate during a representative period prior to 
the concession. 

3. To require the Tariff Commission to find. the existence of serious injury 
or a threat of serious injury when it finds that increased imports have been a 
substantial factor, although not the only factor contributing to the injury. 

4. To require the Tariff Commission, in arriving at a determination as to the 
existence of injury, to consider, among other things, higher domestic costs for 
labor and raw materials than those of foreign producers. 

In general, these additions are designed to spell out in the act the intent 
which Congress had in enacting sections 6 and 7 of the Trade Agreement Ex- 
tension Act of 1951. They do not in any way curtail or reduce the powers of 
the President under the act, as extended by H. R. 1. They merely recognize 
the fact that the escape-clause provisions of such act have been interpreted in 
a manner inconsistent with the intent of Congress, and revise the language of 
these provisions so as to clarify such intent. 

This statement will be devoted to an explanation of the need for the additions 
suggested, and of the effect of such additions. 


1. FINDINGS OF INJURY MADE FINAL 


The first of the above-enumerated objectives is accomplished by rewording 
section 7 (c) of the Trade Agreements Extension Act of 1951 to read as follows: 

“(e) The findings of the Tariff Commission included in its report of its 
investigation and hearings shall be final as to the existence of serious -injury to 
the domestic industry, and upon receipt of such report the President, unless in 
his judgment there are reasons of the national interest alone which should 
override the need to prevent or remedy such injury, shall make such adjustments 
in the rates of duty, impose such quotas, or make such other modifications as 
are found and reported by the Commission to be necessary to prevent or remedy 
serious injury to the respective domestic industry. If the President does not 
take such action within sixty days he shall immediately submit a report to the 
Committee on Ways and Means of the House and to the Committee on Finance 
of the Senate stating why he had not made such adjustments or modifications, 
or imposed such quotas.” 

The fact that Congress designated the Tariff Commission as the agency to 
make investigations, hold hearings, and determine the facts as to the existence 
of injury in individual cases indicates that Congress intended by the original 
act that the final determination as to the facts would be made by the Tariff 
Commission. In recognition that the President would be informed as to inter- 
national considerations which would have an important bearing on whether it 
would be in the national interest to impose the additional tariff restrictions 
which might be needed to correct any injury found by the Tariff Commission to 
exist, the Congress provided that the President could ignore the recommendations 
of the Tariff Commission, provided he reported to the House Ways and Means 
Committee and the Senate Finance Committee his reasons for doing so. 

Thus it was intended that the President’s right to reject the Commission’s 
recommendations for relief be limited to cases where he determined that there 
were overriding international or other considerations in the public interest. 
However, the experience of the spring clothespin industry proves that the present 
language in the act has not been so interpreted. The President’s staff has ap- 
parently interpreted the existing law as permitting the President to ignore the 
findings of fact made by the Commission and to make his own findings as to the 
existence of injury. On the basis of this interpretation, the President’s staff 
conducts its own private investigation and makes findings of fact without giving 
the domestic industry an opportunity to be heard. 

In the clothespin case the Tariff Commission split 3 to 3 on the question 
of injury and the President was entitled under the law to accept as the findings 
of the Commission the conclusions of either group of Commissioners, without 
making any findings of fact of his own. Notwithstanding this fact, the de- 
cision of the President concurring with the group of Commissioners who found 
no injury, set forth a series of facts in support of such concurrence which were 
not included in the findings of fact of either group of Commissioners. The de- 
cision completely ignored all of the findings of fact of both groups of Commis- 
sioners and was based on a completely new set of facts found by the President’s 
staff. 
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The effect of this action was to make the findings of the Tariff Commission, 
based on a 9-month investigation and a public hearing at which all interested 
parties were given a full opportunity to be heard, a virtual nullity and to sup- 
plant them with a series of findings made by the President’s staff after a star- 
chamber investigation of its own. Aside from the unfairness to the domestic 
industry of this procedure, a question arises as to the justification for expending 
the taxpayers’ money in the making of investigations and holding of hearings on 
escape clause applications by the Tariff Commission, when the results are to be 
ignored. 

The seriousness of the above charges warrants a full documentation. The 
committee has in its files copies of the Tariff Commission report of October 6, 
1954, and of the President’s decision of November 20, 1954, on the spring clothes- 
pin case. For the convenience of the committee, a copy of the President’s de- 
cision is attached hereto, marked exhibit A. An analysis of these documents 
reveals the following : 

(a) After stating an agreement with the second group of Commissioners that 
“no clear case has been made for further restricting imports of spring clothes- 
pins,” the President’s decision states : 

“The outstanding fact in this situation is that total sales of all clothespins 
have been definitely on the deeline in the United States.” 

By referring to “total sales of all clothespins,” the decision refers to slotted 
wooden pins and pins made of plastic and other materials, as well as to wooden 
spring pins. Any information which the President’s staff may have had with 
respect to slotted pins and pins made of plastic or other materials was obtained 
from sources other than the Tariff Commission. The Commission’s report con- 
tains no information whatsoever as to sales of any type of clothespin other than 


wooden spring pins. The secretary of the Tariff Commission has affirmed to 
the writer that the report “contains all the data submitted by the Commission 
to the President in connection with the spring clothespin investigation.” A 
copy of such letter is attached hereto and marked exhibit B. 

Moreover, the statement in the decision is completely inaccurate. Total sales 
of all clothespins have not been on the decline in the United States. On the 
contrary, total sales of wooden clothespins alone have averaged during the past 


4 years more than 1 million gross annually more than the highest level ever 


reached prior to World War II. So far as is known, there are no accurate 
figures available to anyone, including the President’s staff, on total sales of 
clothespins made of plastic and other materials. Such sales as there were, 
however, would serve to enlarge the above average increase over prewar, thus 
showing an even greater increase in “sales of all clothespins.” There is, ac- 
cordingly, no factual basis for stating that total sales of all clothespins have 
been on the decline. (The Tariff Commission report contains detailed figures on 
sales of wooden spring pins. Similar figures on sales of wooden slotted pins 
are on file with the Commission, but were not included in the report. These 
figures are available to the committee if it desires to verify the above 
conclusions. ) 

(b) The President’s decision goes on to state: 

“Despite this general trend, total sales of spring clothespins, with which we 
are’ here concerned, have been substantially maintained at a level more than 
donble that of prewar years.” 

The only possible support for this statement which could be found in the 
Tariff Commission report is a statement that “During 1951-54, the average an- 
nual consumption of spring clothespins exceeded the consumption in 1939 by 2.6 
million gross. * * *” (report, p. 38). A comparison of current consumption 
with consumption during a single prewar year is certainly not a fair basis on 
which to reach a conclusion that current sales are “more than double that of 
prewar years.” Hence, the conclusion must have been based on facts obtained 
from some source other than the Tariff Commission. 

The report of the Commission shows that total consumption of spring clothes- 
pins (domestic shipments plus imports) in 1939 was 1,385,501 gross. In 1941 
total consumption had risen to 2,180,082 gross, all of which were domestic 
shipments. During the last 4 years domestic shipments of spring clothespins 
have been in the neighborhood of 2,900,000 gross, an increase of slightly more 
than 600,000 gross over the prewar high. The increase of 2.6 million gross “de- 
termined” by the second group of Commissioners resulted from a comparison of 
domestic shipments plus imports during the last 4 years with domestic shipments 
alone in 1939, which was not a representative year. The increased demand for 
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spring clothespins actually resulted in an increase of approximately 26 percent 
in domestic sales, rather than “more than double.” (See report, table 11, p. 26.) 

(c) The President’s decision then proceeds to state: 

“Nearly all spring clothespin manufacturers also produce slotted pins, and 
where financial losses have occurred, they appear to be due to the marked 
decline in sales of slotted pins rather than to imports of spring clothespins.” 

Again, the source of this information was not the Tariff Commission report. 
Such report contains no figures on any decline in sales of slotted pins nor on any 
financial losses incurred by the domestic manufacturers on sales of slotted pins. 
As a matter of fact, it contains no mention of slotted pins whatsoever. 


The report does contain a table showing the financial losses incurred on spring 
clothespins, which table was prepared by the Commission’s staff on the basis of 
data obtained from the domestic producers, This table shows that every domes- 
tic producer operated at a loss on spring clothespins during the years of 1952 and 
1953, which losses averaged 13.84 percent of sales in 1952 and 8.29 percent in 
1953. These figures pertain to spring clothespin sales only and have no connec- 
tion with the financial results of slotted pin production. The existence of these 
losses was acknowledged by all six Commissioners. (See report, pp. 11, 12, 19, 
41.) 

Parenthetically, it should be pointed out that injury to the domestic producers 
of slotted pins is just as much of a justification for tariff relief as an injury to 
the domestic producers of spring clothespins. The application for relief was 
made on behalf of the producers of both types of pins, but the Commission and 
the President considered only spring pins. Actually, slotted pins are just as 
directly competitive with imported spring clothespins as are domestically pro- 
duced spring pins. 

(ad) The decision then states: 

“Moreover, the extent of the decline in the overall sales of clothespins has been 
much greater than the total quantity of spring pins imported.” 

As mentioned above, the Tariff Commission report refers only to spring 
clothespins and contains no data on slotted pins or pins made of plastic or other 
materials. Accordingly, the President’s staff must have based this conclusion on 
information obtained elsewhere. 

(e) The President’s decision further states that “The decline in the use of 
clothespins seems clearly attributable to recent domestic developments,” and 
points out that “Over 2% million automatic driers have been installed” since 
the close of the war, and that “more laundry apparently is being done outside 
the home in laundromats and commercial laundries.” Aside from the inaccuracy 
in the reference to a “decline” in the use of clothespins, this argument further 
evidences the fact that the President’s staff made determinations of fact without 
regard to the Tariff Commission findings. The Tariff Commission report con- 
tains no reference whatsoever to automatic driers, laundromats, or commercial 
laundries. 

(f) Finally, the decision states. 

“The reported dicline in employment is due at least in part to the fact that sev- 
eral of the domestic firms have during the last few years installed additional 
equipment in order to improve their efficiency. With this increased mechaniza- 
tion they have required a smaller number of persons to turn out the same amount 
of goods.” 

The report of the Tariff Commission contains absolutely no reference to any 
installation of additional equipment. Incidentally, it seems highly anomalous to 
suggest that an industry is not entitled to tariff protection because it has im- 
proved its efficiency, when all six Commissioners found that every member of 
the industry was losing money despite the increased efficiency. 

The above quotations from the President’s decision include every single fact 
which the President used to support his conclusion that the spring clothespin 
industry had not been injured, Thus he completely ignored the findings of fact 
of both groups of Commissioners and based his decision on a series of facts ob- 
tained from other sources. 

The significant fact in this situation is that the President's staff felt that it 
was necessary to make a determination as to the existence of injury. An analy- 
sis of every decision made by the President in escape clause cases, even where 
the Tariff Commission has made a unanimous finding of injury, will reveal that 
the President has made his own determination as to the existence of injury. 

Why has it been necessary for the President to have his staff make an in- 
dependent investigation on the question of injury? Why hasn’t he accepted the 
determination of the experts designated by Congress to make such a determina- 
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tion? The answer may lie in an interpretation of section 6 (a) of the act. The 
President's advisors, the writer is informed, have interpreted such section as re- 
quiring the withdrawal of any concession where it is found that injury has re- 
sulted. Although Congress could not have intended any such interpretation, in 
view of the provisions of section 7 (c), section 6 (a) when read alone could be so 
interpreted. 

To correct this interpretation, the proposed additions to H. R. 1, include the 
addition of the words “Except as provided in section 7 (c) of this act,” at the 
beginning of section 6 (a). 


2. COMPARISON OF CURRENT IMPORTS WITH PRECONCESSION IMPORTS 


The second of the above-mentioned objectives—requiring the Tariff Commission 
to make a comparison of the current rate of imports with the rate during a 
representative period prior to the concession—is accomplished by adding the 
words “over a representative period prior to the concession” following the 
words “an increase in imports,” in the list of factors to be considered by the 
Commission contained in section 7 (b). 

Again it is submitted that the Congress intended by the present act that such 
a comparison be made. Obviously, a determination as to whether imports have 
increased as a result, in whole or in part, of the duty or other customs treat- 
ment reflecting a trade agreement concession necessarily involves a comparison 
of imports before and after the concession. However, the experience of the 
clothespin industry demonstrates the need for a specific requirement. 

In their report to the President of October 6, 1954, three of the Tariff Com- 
missioners “determined” that there had been no increase in imports of spring 
clothespins, either actually or relatively. This determination was based entirely 
on a comparison of imports during the years following the concession. The 
Commissioners admitted that a comparison of imports during the past few 
years with those during preconcession years would show a substantial increase 
in imports. However, they interpreted the present act as requiring a comparison 
of current imports with preconcession imports only when no representative 
postconcession period could be found (report, pp. 37 and 38). 

The concession on spring clothespins was granted in 19438. Prior to such con- 
cession imports never exceeded 20,000 gross per year—less than 1 percent of 
domestic production. Due to the war, imports did not increase materially until 
1945. During the period 1946-48, as pointed out by the three Commissioners, the 
average importation was 1,700,000 gross, or 71 percent of the average domestic 
production (report, p. 37). Aside from the effect of the concession, this tremen- 
dous increase in imports was due to the fact that domestic producers were out 
of production during the war because of their inability to get wire, and the de- 
mand for spring clothespins following the war was abnormally high. Moreover, 
the domestic producers were unable to get into full production until the middle 
of 1947, when a large part of the domestic market had been taken over by im- 
ports. The 1946-48 average included 3,167,000 gross imported from Mexico in 
1946 when domestic producers were out of production (report, table 11, p. 26). 

It was this period of 1946-48 which the three commissioners selected as a 
“representative” postconcession period, for purposes of comparing imports dur- 
ing the years 1952-54, when the demand had gotten back to normal and wire sup- 
plies were available to domestic producers (report, p. 37). Imports during such 
years averaged more than 900,000 gross per year, or 30 percent of domestic pro- 
duction, compared to 20,000 gross per year, or 1 percent of domestic production 
(report, table 11, p. 26). It was on the basis of this comparison of current im- 
ports with 1946—48 imports that the three Commissioners concluded that imports 
had not increased as a result of the concession. 

Incidentally, it is interesting to observe that after reaching this conclusion, 
these same Commissioners proceeded to “determine” that imports had not re- 
sulted in any decrease in domestic production or shipments by comparing cur- 
rent domestic production and shipments with 1939—a single prewar year. 

If this committee agrees that a determination as to the effect of a concession 
on the quantity of imports necessitates a comparison of the volume of imports 
before and after the concession, it is submitted that a specific requirement that 
such a comparison be made by the Tariff Commission must be included in the 
act in order to correct the interpretation to which at least three of the present 
Commissioners are committed. 

It should be pointed out that the Senate version of the existing section 7 (a) 
included the words “compared to a representative period prior to the concession.” 
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The inclusion of these words in the act as passed by the Senate indicates that the 
Senate wanted to make certain that such a comparison was made. This language 
was omitted from the act as finally passed after a joint conference of the House 
and Senate. The reasons for dropping this language do not appear in the con- 
ference report, but it is reasonable to assume that the language was omitted 
either because it was not considered necessary or because the Congress did not 
want to preclude the Tariff Commission from also considering, in appropriate 
cases, changes in the trend of imports during years following a concession. 

The language suggested by the writer to the committee merely serves to clarify 
the intent of Congress without precluding the Tariff Commission from consider- 
ing other factors. The committee will note that the language of section 7 (b) 
includes the words “without excluding other factors.” The amendment retains 
this language and merely requires the Commission to include among its consid- 
erations, a comparison of preconcession imports with those following the 
concession. 


8. INCREASED IMPORTS NEED NOT BE SOLE FACTOR CAUSING INJURY 


The third of the above-named objectives—requiring a finding of injury by the 
Commission when it finds that increased imports have been a substantial factor, 
although not the only factor, contributing to the injury, is accomplished by 
adding at the end of section 7 (b) the following language: 

“When a product upon which a concession has been granted under a trade 
agreement is, as a result, in whole or in part, of the duty or other customs treat- 
ment reflecting such concession, being imported into the United States in in- 
ereased quantities, either actual or relative, the Tariff Commission shall consider 
such increased imports as the cause or threat of serious injury to the domestic 
industry producing like or directly competitive products, when it finds that such 
increased imports have been a substantial factor, although not the only factor, 
contributing to the serious injury to such industry.” 

The three Commissioners who found no basis for relief in the Clothespin case 
based their determination entirely on the conclusion that section 7 (a) “literally” 
means that “increased imports must in and of themselves be found to be the 
only cause or threat of serious injury before a recommendation for ‘escape’ action 
ean be justified.” Their report further says: “Obviously, therefore, the extent 
of the increased imports must be of such scope and intensity as to be in and of 
themselves responsible for serious injury” (report, p. 35). 

The contention that such interpretation forms the entire basis for the decision 
of these Commissioners is based on the fact that immediately after making the 
statements just quoted the Commissioners stated : 

“Tt is in this general context, we submit, that the evidence in the case should be 
weighed” (report, p. 35). 

In effect these Commissioners have raled that under the present act they can- 
not recommend relief for any industry unless they find that any injury or threat 
of injury resulted solely from increased imports. If there were other factors 
which contributed to the injury or the threat of injury, these Commissioners 
eontend that they would have no authority to recommend any relief. The effect 
of this interpretation is to make it an absolute impossibility for any industry to 
obtain relief under the escape-clause procedure, and such procedure is effectively 
nullified by this interpretation. Inevitably there are many factors involved in 
injury to a domestic industry. Strikes, raw material shortages, increased raw 
material and labor costs, declines in demand, increased domestic competition, 
price wars, etc., may contribute to an existing condition of a domestic industry. 
It would be possible to find one or more of the above factors or other similar 
factors involved in any distressed financial condition of a domestic industry. 
Accordingly, no matter how strong a showing such industry could make that in- 
creased imports had materially contributed toward such distressed financial con- 
dition, these Commissioners would conclude that no relief could be recommended, 
since there had been one or more other contributing factors. 

By emphasing the conclusion that increased use of automatic driers and 
jJaundromats have contributed to the present distressed financial condition of 
the spring clothespin industry, the President has apparently adopted this in- 
terpretation. It must be apparent to the President that the existence of the 
competition of automatic driers and laundromats and the decline in the domestic 
demand for clothespins resulting from such competition, merely increases the 
importance of the remaining market to the domestic industry and intensifies the 
effect of the competition of imported pins. Hence, the President, or his staff, 
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must have concluded that this competition was a contributing factor to the 
injury, and that under the interpretation referred to above, no relief could be 
granted, increased imports not being the sole cause of the injury. 

Innumerable arguments could be advanced to support the conclusion that 
Congress did not intend any such interpretation. However, such conclusion is 
so obvious that the writer will merely point to the fact that section 7 (b) contains 
a list of a number of factors which Congress directed the Tariff Commission to 
consider in determining whether a domestic industry had been injured, and 
increased imports is only one of the factors so listed. Obviously, if Congress 
had intended that the Commission had to find that increased imports “in and of 
themselves” caused the injury, there would have been no point in enacting section 
7 (b). Moreover, from a practical standpoint, there would have been no purpose 
in enacting the escape-cause provisions at all, since, for the reasons outlined 
above, under such an interpretation no industry could show injury. 

The language contained in the writer’s suggestion should clarify the intent 
of Congress without necessitating any change in the wording of escape clauses in 
existing trade agreements, which might be necessary if the wording of section 6 
were changed. 


4. LABOR AND RAW MATERIAL COSTS OF FOREIGN PRODUCERS TO BE CONSIDERED 


The fourth and final objective which the writer hopes to accomplish is to 
require the Tariff Commission to take into consideration a comparison of the 
labor and raw material costs of domestic and foreign producers. It is proposed 
that the following “factor” be added to those included in section 7 (b): “higher 
domestie costs for labor and raw materials than those of foreign producers.” 

There should be no need for the inelusion of such a specific requirement in 
the act, since it should be apparent to anyone that a comparison of costs is an 
essential element in any determination as to whether a domestic industry is 
being injured or threatened with injury by imports. Obviously where the cost 
of production of a particular product involves a large percentage of labor, and 
where the domestic producer must pay $2 per hour to his employees as com- 
pared with 40 cents per hour paid by his foreign competitor, imports are more 
likely to injure him than would be the case if the wage rates were the same. 

Again it is submitted that the experience of the clothespin industry demon- 
strates the need for inclusion in the act of a specific requirement. The Tariff 
Commission has made three investigations of the clothespin industry, and has 
held three hearings. At each hearing the industry representatives practically 
pleaded with the Commission to make a cost comparison. In each case the 
industry furnished the Commission with complete and accurate cost data on 
domestic production. Time and time again the industry offered to open its books 
and records to the Commission’s investigators so that the cost data could be 
checked. 

The Commission issued reports in all three cases, and did not in any case 
include any information which would indicate that any attempt had been made 
by the Commission to obtain cata on foreign costs, or that any consideration had 
been given by the Commission to the differences between domestic and foreign 
costs of manufacturing spring clothespins. As a matter of fact, Chairman Bros- 
sard commented on this fact in a separate opinion in connection with the first 
investigation of clothespins. He expressed the opinion that: “although com- 
parison of domestic and foreign costs of production is not a legal requirement 
for action under the escape clause, such representative costs of domestic pins 
could have been adjusted fairly accurately by well-established cost-accounting 
methods to allow for the larger size and better quality of the domestic clothespins 
compared with the imported Swedish clothespins”. 

Dr. Brossard went on to state: “Had such authenticated cost data been avail- 
able to the Commission, they would have contributed to a much better under- 
standing of actual competition between domestic and foreign pins in the United 
States market” (Tariff Commission Report dated December 20, 1949, p. 6). 

This failure on the part of the Commission to make a comparison of domestic 
and foreign costs of production of spring clothespins, despite repeated requests 
for such a comparison, leads to the conclusion that a specific requirement that 
the Commission consider such factor in future cases must be included in the act. 

Respectfully submitted. 

CLOTHESPIN MANUFACTURERS OF AMERICA, 
By Ricwarp A. TILpen, General Counsel. 


57600—55—-pt. 2—— 
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On behalf of: the Demeritt Co., Waterbury, Vt., the Diamond Match Co., Dix- 
field, Maine and Cloquet, Minn., Forster Manufacturing Co., Inc., Farmington, 
Maine; Munising Wood Products Co., Inc., Munising, Mich.; National Clothes 
Pin Co., Montpelier, Vt.; Penley Brothers, West Paris, Maine; Spencer Wood 
Products Co., Spencer, Ind.; the Wallace Corp., Richwood, W. Va.; members. 


Exursit A 
November 20, 1954. 


Dear Mr. CHAIRMAN: The United States Tariff Commission on October 6, 1954, 
submitted to me a report of its eseape clause investigation on spring clothespins 
under section 7 of the Trade Agreements Extension Act. 

The members of the Commission are equally divided on the question of 
whether relief is warranted. Under the present law, I am authorized to con- 
sider the findings of either as the findings of the Commission. This is the third 
application. The prior two were turned down by majority votes of the 
Commission. 

The group of Commissioners which concludes in this case that relief is called 
for believes that the permissible increase in duty under the escape clause au- 
thority would be insufficient to bridge the gap between the prices of the dumestic 
and foreign products, and recommends the imposition of an absolute limit upon 
the quantity of spring clothespins that may be imported annually hereafter to 
450,000 gross. That would amount to a reduction of over half in the volume of 
recent imports. 

The second group of Commissioners takes the position that any unsatisfactory 
conditions that there may be in the industry at this time are not properly attrib- 
utable to increased imports. 

I naturally am deeply concerned by the reported unemployment in this in- 
dustry, though I am pleased to learn that the very latest employment reports 
from New England are more encouraging. Close study of all the data available, 
however, leads me to conclude, with the second group of Commissioners, that 
no clear case has been made for further restricting imports of spring clothespins 
and that such hardship as may have been experienced lately by domestic pro- 
ducers and workers has been due to domestic developments which do not warrant 
action under section 7 of the Trade Agreements Extension Act. 

The outstanding fact in this situation is that total sales of all clothespins have 
been definitely on the decline in the United States. Despite this general trend, 
total sales of spring clothespins, with which we are here concerned, have been 
substantially maintained at a level more than double that of the prewar years. 
Nearly all spring clothespin manufacturers also produce slotted pins, and where 
financial losses have occurred, they appear to be due to the marked decline in 
sales of slotted pins rather than to imports of spring clothespins. Moreover, 
the extent of the decline in the overall sales of clothespins has been much greater 
than the total quantity of spring pins imported. 

The decline in the use of clothespins seems clearly attributable to recent 
domestic developments. Over 244 million automatic driers have been installed 
in American homes and apartment houses since the close of the war. Also, more 
laundry apparently is being done outside the home in laundromats and commer- 
cial laundries. 

The reported decline in employment is due at least in part to the fact that 
several of the domestic firms have during the last few years installed additional 
equipment in order to improve their efficiency. With this increased mechaniza- 
tion they have required a smaller number of persons to turn out the same amount 
of goods. 

Even if some restrictive action were warranted in this case, I should be par- 
ticularly hesitant to impose an absolute quota on imports in a case of this kind. 
We have been very concerned that sales abroad of many American export prod- 
ucts have been seriously hurt during recent years by quantitative limitations 
imposed by various foreign countries, thus curtailing the play of competition 
even when our product and its price are better. 

Only in exceptional situations has the United States resorted to controlling 
imports by absolute quotas, as in the case of a few farm products where a 
supported price in the American market was attracting an excessive quantity 
of imports. 

In view of all these considerations, no change in the present import treatment 
of spring clothespins seems warranted. 

Sincerely, 
Dwicut D. EISENHOWER. 
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Exutsit B 


Unrirep States Tartrr COMMISSION, 
Washington 25, D. C., December 7, 1954. 
Mr. Ricwarp A. TILpEN, 
New York 17, N.Y. 


Dear Mr. TILDEN: I have your letter of November 24, 1954, with reference to 
the President’s letter outlining his decision in the spring clothespin case. 

You state that the President’s conclusions appear to have been based on certain 
points not covered in the Tariff Commission’s report. If the Commission supplied 
to the President factual data which was not included in its published report, you 
believe that the domestic industry is entitled to see such data in order to 
properly evaluate its present position. 

The published report of the Commission contains all the data submitted by 
the Commission to the President in connection with the spring clothespin 
investigation. 

Sincerely yours 
Donn N. Bent, Secretary. 

Mr. Trpen. At this time I will only briefly summarize the objectives 
of these changes : 

1. To make the findings of the Tariff Commission as to the existence 
of injury final and binding on the President, while leaving him the 
right to reject the Commission’s recommendations for relief where 
the conduct of foreign relations would be impaired. 

A revision of 7 (c) is proposed to achieve this result. 

This change might seem unnecessary, since the act already contem- 
plates exactly the same thing. Unfortunately, it is not being so inter- 
preted. The President’s staff evidently has construed it as permitting 
the President to ignore the findings of fact made by the Commission 
and to make his own findings as to the existence of injury; findings, 
moreover, that are based on a private investigation, with no oppor- 
tunity for the domestic industry to be heard—a most irregular and 
unfair procedure. 

In the spring clothespin case, where the Tariff Commission was 
equally divided, the President ignored the findings of fact of both 
groups. In concurring with one group’s recommendations against 
relief, his decision set forth a wholly independent series of purported 
facts that were not included in the findings of any of the Commis- 
sioners. This contravention of the intent of the law is clearly brought 
out in my supplementary statement, so I shall illustrate the point only 
with a brief summary of the President’s decision. 

His conclusion of no injury was based entirely on the following 
findings of fact made by his staff: 

1. That total sales of all clothespins, including slotted, plastic and 
spring pins, have been on the decline. 

2. That total sales of spring pins have been maintained at a level 
more than double that of prewar years. 

3. That such financial losses as have occurred were due to a decline 
in sales of slotted pins. 

4. That the decline in use of clothespins is attributable to increased 
use of automatic driers, laundromats, and commercial laundries. 

5. That the decline in employment is due to increased mechanization. 

These findings, which are highly inaccurate, must have been pri- 
vately compiled, since not one of them appears in the Tariff Commis- 
sion report, and I have been assured that the report contains all the 
data submitted by the Commission to the President. That report 
contains no data whatsoever on anything but spring pins. It does not 
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even mention slotted pins, plastic pins, automatic driers, laundromats, 
commercial laundries, or increased mechanization. 

Thus the findings of the Commission, based on a 9-month investiga- 
tion and a public hearing of all interested parties, were made a virtual 
nullity and were supplanted with a series of “findings” made by the 
President’s staff after a star-chamber investigation of its own. I 
believe an analysis of every escape-clause decision, even where the 
Commission has unanimously found injury, will reveal that the Presi- 
dent has made his own findings as to the existence of injury. It seems 
absurd to spend the taxpayers’ money on escape-clause investigations 
and hearings by the Tariff Commission, only to disregard them in this 
way. 

Why has the President felt it necessary to make independent investi- 
gations rather than rely on the experts designated by Congress for 
that very purpose? The answer may lie in an interpretation of section 
6 (a) of the act. The President’s advisors, I am informed, have con- 
strued that section as requiring the withdrawal of any concession 
resulting in injury. 

Although it is doubtful, in view of the provisions of section 7 (c) 
that Congress intended any such interpretation, I can see that section 
6 (a), read alone, could be so interpreted. To correct this, my proposal 
would simply insert the words “except as provided in Section 7 (c) of 
this Act,” at the beginning of section 6 (a). 

This change, and the suggested revision of section 7 (c) would 
merely make the findings of the Commission on the existence of injury 
final and binding on the President, eliminating separate private in- 
vestigations. The President would still have the power to reject the 
recommendations for relief, when he determines that they would se- 
riously impair the conduct of foreign relations. 

2. The second proposed change is to make it clear that Congress 
intended that injury be found where increased imports have been a 
substantial contributing factor to the injury. 

This is accomplished by an addition to section 7 {b) ; 

The three Commissioners who found no grounds for relief in the 
Clothespin case acted entirely on the assumption that section 7 (a) 
“literally” means that— 

Increased imports must in and of themselves be found to be the cause or threat 
of serious injury before a recommendation for “escape” action can be justified. 
That is a quote from their dissent. 

Let us briefly examine the significance of that interpretation. It 
means that no relief could be granted unless the injury or threat 
resulted solely from increased imports, uninfluenced by any other 
factor. It ignores the economic fact of life that an industry weakened 
by domestic difficulties is all the more vulnerable to import competition. 

Inevitably there are many factors involved in injury to a domestic 
industry ; strikes, shortages, higher materiel and labor costs, declines 
in demand, increased domestic competition, price wars, and many 
more. These plagues are present to a degree in every ailing business, 
and if any one of them had any part in an industry’s distress, these 
Commissioners would throw the case out because imports were not the 
only factor. This is like a doctor refusing to set a broken leg because 
the patient also suffers from asthma. How, under such an interpre- 
tation, can any industry ever justify escape clause relief, and what 
is the value of escape clause provisions if they are to be so applied? 
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The President’s decision indicates that he, too, accepts this inter- 
pretation, since he took pains to emphasize that greater use of auto- 
matic dryers and laundromats had contributed to the distressed finan- 
cial condition of the spring clothespin industry. 

It seems abundantly clear that Congress intended no such interpre- 
tation. Section 7 (b) directs the Tariff Commission to consider a 
number of factors in determining whether an industry has been in- 
jured, increased imports being only one of those enumerated. If 
Congress had intended that the Commission must find that increased 
imports “in and of themselves” were the cause of injury, there would 
have been no point in enacting section 7 (b). Moreover, the whole 
escape clause procedure would be pointless, since from a practical 
standpoint the “sole cause” interpretation would prevent relief for 
any industry, thus effectively nullifying that procedure. 

3. The third proposed change would require the Tariff Commission 
to compare current imports with those during a representative pre- 
concession period in determining whether imports have increased. 

This is accomplished by adding this factor to those listed in sec- 
tion 7 (b). 

Again it is contended that Congress fully intended that such a 
comparison be-made. The first and foremost step in judging whether 
imports have risen as a result of any action would seem to be to 
compare the volume of imports before and after the action. But in 
the last Clothespin case this step was deliberately passed over by 
three Tariff Commissioners, who, in deciding that there had been no 
increase, limited their comparison to the years following the conces- 
sion. They conceded that imports had risen substantially over pre- 
concession years, but interpreted the present act as requiring a com- 
parison with preconcession imports only when no representative post- 
concession period could be found. 

If this committee agrees that the volume of imports before and 
after a concession is a necessary factor in measuring its effect, then 
the making of such a comparison by the Tariff Commission must be 
mandatory in order to correct the interpretation to which at least 
three of the present Commissioners are committed. The suggested 
change in section 7 (b) merely serves to clarify the intent of Congress, 
without precluding the Tariff Commission from considering other 
factors. 

Fourth, and finally, I hope to require the Tariff Commission to 
make a comparison of the labor and raw material costs of domestic 
and foreign producers. 

This is also accomplished by adding this factor to those included 
in section 7 (b). 

There should be no need for spelling this out, since it is apparent 
that comparative costs are an essential element in determining Sather 
imports are causing or threatening injury. Obviously where the 
domestic producer is subject to minimum wage laws and has high 
labor costs, and where labor represents a large part of the cost of 
production, the effect of import competition can best be judged by 
determining whether the costs of foreign producers are comparable. 

But again the experience of the clothespin industry shows the need 
for a specific requirement in the act. In 3 investigations and 3 hear- 
ings on clothespins the industry furnished complete and accurate 
domestic cost data and practically begged the Tariff Commission to 
make a cost comparison. In its three reports the Commission did not 
indicate that it had made any attempt to obtain foreign costs or 
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consider their advantage over domestic costs. This failure, despite 
repeated requests for such a comparison, leads to the conclusion that 
consideration of comparative costs by the Commission must be made 
a specific requirement in the act. 

To sum it up, it has been shown that administration of the act, 
whose extension this committee is considering, has been seriously im- 
paired by four interpretations. 

The proposed changes would make certain that the existence of 
injury in each case will be determined finally by the experts desig- 
nated by Congress, after a public hearing and investigation ; that the 
Commission will find the existence of injury where it determined 
that increased imports have been a substantial contributing factor to 
the injury; and that the Commission will take into consideration, 
among other things, a comparison of the volume of imports before 
and after the concession, and a comparison of domestic and foreign 
costs of production. 

It is difficult to see how this effort to obtain clarification of the 
intent of Congress could be objected to by either the Congress, which 
enacted the escape clause provisions, or the administration which so 
recently endorsed them. It in no way curtails the powers of the 
President under the existing act or under the proposed extension of 
it. It does no more than carry out the intent of ae to protect 
domestic industries whenever it is possible to do so without endanger- 
ing the public interest. 

It offers American workers and businessmen assurance that their 
interests will not be ignored, and the important satisfaction of realiz- 
ing, in cases where the President may deny relief after a finding of 
injury by the Tariff Commission, that at least they are making a 
contribution to the public welfare. 

A dying man, informed by a group of specialists after a thorough 
examination that he can be saved sale by a particular medicine, gets 
far more consolation from knowing that it is not available because 
it has been preempted for the national defense than from being told 
by someone who never examined him that he isn’t even sick. 

The Cuatmrman. Does that complete your statement ? 

Mr. Titpen. Yes, sir. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. Are there any questions? 

Mr. Esernarrer. Mr. Chairman? 

The Cuatrman. Mr. Eberharter, of Pennsylvania, will inquire. 

Mr. Esernarrer. Mr. Tilden, on your recommendation that the 
Tariff Commission be compelled to make a comparision of costs in 
foreign countries, it appears to me that it would be an almost im- 
nak task for the Tariff Commission to go into every country that 
is exporting materials into the United States which are in competi- 
tion, and ascertain the costs. 

If you take the matter of dried fruits that are imported into the 
United States, or take even the matter of the manufacture of clothes- 
oe and many, many hundreds of items of other types, where in 

oreign countries it is somewhat of a family operation, it would be 


an interminable job for the Tariff Commission to make a proper in- 
vestigation and a proper finding without spending years of time on 
the task. 

Mr. Tixpen. I understand, Con an, that a great deal of that 
information is already available through the Commerce Department 
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and through the State Department. Certainly in many cases they 
can make, on the basis of knowledge that they now have, such a cost 
comparison. In other cases they could certainly compare costs, the 
labor costs particularly, in particular foreign countries which are re- 
— for the larger percentage of the imports of a particular 
roduct. 

Mr. Exernarter. I think the departments may have some statistics 
upon which too much reliance cannot be placed, insofar as the unit 
costs are concerned. Of course, it is the unit costs which count and 
not the cost of labor, the hourly wages or anything like that. 

You agree with that; do you not? 

Mr. Tinpen. Yes, I do. I realize that it probably would impose 
quite a burden on the Tariff Commission to make such a comparison, 
but I feel very strongly that if the Tariff Commission is called upon 
to determine whether imports of a particular item are particularly 
threatening an injury—once the injury has resulted it being a little 
easier to see it, but when they are trying to determine a threat of 
injury—I do not see how the Tariff Commission can make any kind 
of a conclusion, or reach any kind of a conclusion, without knowing 
the type of competition that is coming into this country, without 
knowing what costs the foreign producer may have which would 
enable him to ship merchandise into this country and sell it at prices 
much lower than it can be produced for in this country. 

In other words, I think it is an cbsolutely essential element of any 
such determination. If the Tariff Commission is going to be asked 
to make such a determination, then they should be provided with the 
tools and the information necessary to make it. 

Mr. Epsernarter. I find, personally that there seems to be a good 
deal of merit in your criticism of the interpretation of the intention 
of Congress in the passage of this act. In other words, your conten- 
tion is that they should take into consideration the weakness of an 
industry, even if it is caused by domestic factors. 

Mr. Titpen. That is right. 

Mr. Epernarrer. Thank you very much. 

The Cuamman. We thank you for your appearance and the infor- 
mation given the committee. 

Our colleague, Hon. Albert Rains, is present and we will hear him 
at this time. Mr. Rains, we know you well, but for the record, will 
you please identify yourself? 


STATEMENT OF HON. ALBERT RAINS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ALABAMA 


Mr. Rarys. Mr. Chairman and members of the committee, during 
my tenure in Congress, I have always supported reciprocal-trade 
legislation. I believe that a fair, just, and equitable reciprocal trade 
agreement act is essential to the welfare of the American people, and 
a great instrument, if properly utilized in preserving the peace of 
the world. I capped the present reciprocal trade Sas which the 
Congress extended for 1 year in the last session of Congress. There 
is no cause for complaint against the legislation itself, but I question 
some phases of the administration of the act. The administration 
has placed undue hardship on certain industries, chief among them 
being the textile industry. 

In my home State of Alabama, 1 out of every 4 industrial workers 
is employed in the textile industry. It is well known that for 214 
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years the textile industry has been in a slump, but in recent weeks 
buying has improved and conditions are some better than 1 year 
ago. During 1954 most mills operated on short time; many textile 
employees in my home State suffered a severe decrease in their income 
because textile sales were not sufficient to provide the usual full-time 
employment. 

Naturally the textile industry and the employees of the textile 
industry were shocked and astonished at the proposal made by the 
administration to futther reduce textile tariffs, at a time when there 
seems to be an increasing flood of foreign textiles, particularly from 
Japan, flowing into the American market. Mr. Chairman, further 
tariff concessions on textiles would seriously injure the textile industry 
in my home State and would, I fear, mean unemployment and short 
time for thousands of the textile workers of Alabama. What is true 
in Alabama is true in other sections of the Nation where textiles are 
a major industry. 

The average wage scale in Japanese textile mills is 13 to 14 cents an 
hour. The average Alabama textile wage scale is $1.25 and better per 
hour; approximately 10 times greater. The best workers in the Jap- 
anese textile industry, I’m informed, are found in 13- and 14-year-old 
girls, while the textile industry in Alabama. employs about 40 percent 
men and 60 percent women. It is true that the textile industry is 
Japan’s most important industry, likewise, it is one of our most im- 
portant industries. The rebuilt Japanese textile industry was, as 
you know, created through United States aid. United States cotton 
was supplied to them on very favorable terms, plus United States 
technical aid, which enabled the Japanese textile industry to make a 
strong comeback. It is my information based on reliable sources that 
Japanese textile mills are modern and efficient, that their products are 
now much better than ever before and are definitely comparable with 
United States textile products. In the light of these facts, it is 
clearly evident, Japan can make fabric and garments with cheap labor, 
utilizing modern equipment, use American cotton, Brazilian or Chi- 
nese, any of which they can buy at the lowest prices, and undersell 
American fabrics and apparel. In the light of these uncontroverted 
facts, it is clear that if the tariff duties are lowered further on Japanese 
textile goods, a great American industry will be seriously damaged 
and thousands of American workers will be out of work or suffer a 
greatly reduced income. 

Mr. Chairman, my appearance here is not to be construed as an 
opposition to a good reciprocal trade act. My plea to the committee 
is to put into this bill the language necessary to prevent the adminis- 
tration from lowering import duties on textiles to the danger point. 
I urge this action on the part of the committee, because it is essential 
to the preservation of one of America’s greatest industries. 

The CuarrMan. Does that complete your statement ? 

Mr. Rarns. Yes, Mr. Chairman, 

The Cuatrman. We thank you for your appearance and the infor- 
mation you have given the committee. 

That completes the call of the calendar for today. The committee 
will adjourn until 10 o’clock tomorrow morning. 

(Whereupon, at 5:25 p. m. Wednesday, February 2, 1955, the hear- 
ing was recessed to reconvene at 10 a. m. Thursday, February 3, 1955.) 
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THURSDAY, FEBRUARY 3, 1955 


Hovse oF RepreseNTATIVES, 
CoMMITTEE ON Ways AND MEANS, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in the main hear- 
ing room of the committee, New House Office Building, Hon. Jere 
Cooper (chairman) presiding. 

The CHarrmMan. The committee will please be in order. 

The first witness this morning is Hon. Carroll D, Kearns of Penn- 
sylvania. 

Come forward, please, Mr. Kearns. We know you very pleasantly, 
Mr. Kearns, as our colleague in the House, but for the record, will you 
please follow the usual custom of giving your name, address, and the 
capacity in which you appear? 


STATEMENT OF HON. CARROLL D. KEARNS, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Kearns. I am Carroll D. Kearns, a Member of Congress from 
the 24th District of Pennsylvania, a member of the Committee on 
Education and Labor and of the District of Columbia. 

Mr. Chairman, and members of the committee, I do not want to 
take much of your time, knowing how busy you are. I have very firm 
convictions and also many affidavits which I will later submit for the 
record, if permissible, to show that industries in northwest Penn- 
sylvania are being very seriously handicapped because of our past 
and proposed agreements through reciprocal trade. Unemployment 
up there has increased greatly. Some of the industries have been 
forced to close down entirely and others are threatened with further 
shutdowns because of the influx of materials coming in from our 
foreign markets. 

One of the companies that I particularly want to mention, and 
they have plants in Marcus Hook, Pa.; Lewistown, Pa.; Parkersburg, 
W. Va. The plant of American Viscose Corp, at Meadville, Pa., is 
almost in the throes today of being put out of business, due to the fact 
of imports of rayon from the Far East which is making it almost 
impossible for them to keep operating. If there are no objections, 
I would like to submit a letter for the record. 

The Cuarrman. Without objection, it is so ordered. 

(The letter referred to is as follows :) 


1993 
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AMERICAN VISCOSE CoRP., 
Meadville, Pa., January 28, 1955. 
Hon. Carroit D. KEARNS, 
House of Representatives, 
Washington 25, D. 0. 


My Dear Mr. Kearns: An agency of the Federal Government has proposed 
an action which could quickly destroy the rayon staple industry of this country— 
an industry which is already marginal profitwise. The agency is the Committee 
for Reciprocity Information which will advise the American delegates to the 
international tariff-negotiating conference in Geneva in February. 

The purpose of this particular conference, as you are no doubt aware, is to 
make tariff concessions to Japan and to other countries if they in turn will make 
comparable concessions to Japan, Japan has requested that a number of products 
be considered for tariff reduction; rayon staple is not among them. Japan’s 
rayon staple industry is already booming. Yet this agency of our Government 
has decided on its own to add rayon staple to the list, even though the tariff 
on this item has been reduced twice since World War II in these international 
conventions. It now rests at 15 percent, a level already considered too low by 
all domestic producers. The last reduction was made as recently as 1950. 

It seems to me grossly unfair and unwise that the Government should concen- 
trate such discrimination against an industry which is still trying to recover 
from the effects of previous tariff reductions. Foreign staple now flows freely 
into the American market at a rate of several million pounds a month (in 
October, about 20 percent of total deliveries). To encourage a still greater flow 
is to court rapid destruction of this segment of the American manmade fiber 
industry. A large part of American Viscose Corp.’s production is rayon staple, 
made at three plants. As you no doubt realize, an unhealthy corporation con- 
dition would be reflected in all the corporation’s plants, including the Meadville 
installation. 

The small protection afforded by the present 15 percent duty is not the kind 
which permits high profit or poor management. American technology is not 
inferior to Japan’s or to that in other nations. American productivity per man- 
hour is not lower than that elsewhere, so far as we can learn. At the moment, 
the difference between foreign costs and domestic costs is largely a matter of 
lower wages and poorer working conditions abroad. Under these circumstances, 
should we even consider trading jobs in this country for a small reduction in 
the price of what is now the lowest cost textile fiber in the country? If the 
whole saving were passed on to the consumer, it would be negligible in the 
retail price of a garment. An already sick textile industry would suffer another 
relapse. 

I enclose for your information a brief prepared for the Committee for Reci- 
procity Information by the rayon and acetate fiber producers group which raises 
many pertinent questions including the one concerning the legality of the com- 
mittee’s proposed action. To quote a few lines pertaining to the President’s 
authority under the Trade Agreements Acts: “Changes in import duties are 
authorized only to expand markets for products of the United States and to 
benefit domestic agriculture, industry, mining and commerce. Reductions in 
duties are not authorized for the theoretical benefits which may be derived by 
supporting the Japanese economy or by making concessions to other countries 
to induce them to enter into trade agreements with Japan which may or may 
not be beneficial to the American economy.” 

I invite your attention to this brief and your action in whatever way you 
may deem appropriate; you will realize the urgency of this request since the 
Geneva Conference is in February. I give you my personal assurance that fur- 
ther meddling with the rayon staple duty will react to the disadvantage of our 
local plant which is, as you know, one of Crawford County’s larger employers. 

Yours respectfully, 
AMERICAN VISCOSE CorP., 
P. E. Hin, Plant Manager. 


Mr. Kearns. One of the other companies that I want to speak of 
particularly is the Talon Co. of Meadville, Pa., the largest zipper 
manufacturing company in America. I want to state these figures 
because they are correct. Before the war the importation of zippers 
from Japan was not a serious threat because of the quality of those 
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zippers, but since the war they have been able to get machinery there 
and have the same equipment as we have at Meadville. We pay $1.97 
an hour at that plant and they are able to make them in Japan for 
around 37 to 38 cents an hour on their wage scale. Talon, today, 
instead of employing 4,500 _— as they formerly did, are down to 
about 1,800 to 1,900, and are threatened with further shutdowns be- 
cause of the import of — from Japan. 

The other companies that I would like to mention here are Westing- 
house at Sharon, Pa. Today, as you know, some of the largest trans- 
formers are being made in England rather than in thiscountry. Also, 
General Electric Co. in Erie, Pa. where generators are being made b 
English manufacturers rather than by our own company. Then 
have three toy companies, Girard Manufacturing Co., of Girard, Pa., 
Louis Marx Co., Inc., in Erie, Pa., and the H. L. Moore Co. of Coch- 
ranton, Pa., have been closed down because they cannot compete with 
the prices of toys coming in from Japan. 

I want to say that I know this committee has very, very many prob- 
lems before it. However, the only thing that I would like to see hap- 
pen, I know that we must have reciprocal trade. I know that it is 
the thing probably that we have to do for the future good, not only 
of our country, but of the world. But, as a Member of Congress, [ 
would like to impress upon the committee that I think the escape 
clause of the agreement should be so strengthened so that at no time 
in America should an industry in this country have to go out of busi- 
ness of the influx of materials coming into this country and to have 
to take off the payrolls the men who built this country and to close 
down on the industries that have made their capital investment and 
made this country prosperous and great as it is, and then have to face 
shutdowns because we cannot com with foreign materials. I 
know that not many people would like to be sitting in the seats of 
judgment and wisdom, like this committee has to sit in, and meet the 
problems, but as a Member of Congress, I would like to implore you 
to be ever, ever thoughtful of the decisions you are going to write, and 
the poorer you are going to ask the Congress to pass upon when 
you bring this measure to the floor. 

That concludes my testimony, Mr. Chairman. 

The CHarmman. We thank you for your appearance, Mr. Kearns, 
and the information given the committee. 

Are there any questions? 

Mr. Reep. Mr. Chairman ? 

The Cuatrman. Mr. Reed of New York will inquire. 

Mr. Reep. Yesterday I had occasion to bring out this question of the 
zippers. Way back in one of the trade agreements, it was brought 
to our attention that while the Japanese were making their zippers by 
hand, at that very time they were competing successfully against the 
zipper manufacturers in this country. I think one of the largest is at 
Meadville, is it not? 

Mr. Kearns. That is right. 

Mr. Reep. At that time, that question was raised and a good many 
thought that certainly with machines we can compete against the 
Japanese. Now they ave equipment ? 

Mr. Kearns. They have equipment. 

Mr. Reep. And we have equipped them? 

Mr. Kearns. Yes. 
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Mr. Reep. Thank you. 

The Cuairrman. Mr. Mason, of Illinois, will inquire. 

Mr. Mason. Mr. Kearns, for 21 years this reciprocal trade agree- 
ment program has never been reciprocal. It has been a one-way 
street. Every time other countries lower their tariffs in reciprocal 
trade agreements, every single time they have raised other barriers 
against our products and we cannot have our cake and eat it too. We 
furnished England with steel, we furnished England with equipitient 
and rebuilt their factories. We even furnished them food so that now 
they can compete with your motors, generators, and so forth, and with 
our steel and our food that we have given them, and so we have no one 
to blame but ourselves. That is all, Mr. Chairman. 

The CuammaNn. Wethank you for your appearance. 

Mr. Kearns. Thank you, gentlemen. 

The Cuarrman. The next witness is our colleague, the Honorable 
M. G. Burnside. Mr. Burnside, we know you well, but for the record, 
will you follow the customary procedure and identify yourself. 


STATEMENT OF HON. M. G. BURNSIDE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Burnsive. Mr. Chairman, I am M. G. Burnside, representing 
the Fourth Congressional District of West Virginia. A telegram of 
February 9 points out succinctly the strain under which the Porcelain 
Products Co. of Parkersburg is operating. It appears useless to be- 
labor the point that this industry is severely injured by tariff reduc- 


tions. This West Virginia company has been faced not only with 
just one reduction, but now with almost constant reductions. Faced 
with this constant threat to their existence not only from tariff cuts 
by the present administration, but with deliberate orders by this 
administration that are threatening their corporate life, they ask, 
When will this stop? Gentlemen, I ask you to put a stop to it. This is 
the telegram : 


Deprived 39 people of 9 months’ work at average of $2.20 per hour equals wage 
loss this plant only of $130,000 equal loss by our suppliers. This occasioned by 
one Bonneville order placed with Japs. Additional Government requirements 
placed with Japs created additional losses to company and men of at least million 
dollars. Tariff cut would be suicidal for our depressed industry whose billing has 
decreased 28 percent over 1952. Your assistance and help to correct this urgently 
required. 


G. M. Ruorr, 
Vice President and General Manager. 

Again I ask you to reject H. R. 1 or amend it to include a quota 
limitation on imported porcelain products. 

The CuHarrmMan. You have concluded your statement ? 

Mr. Burnsipr. Yes, Mr. Chairman; I have finished my statement. 

The Cuarrman. Thank you for your views. They shall be of assist- 
ance to the committee. 

Our next witness is Mr. C. L. F. Wieber. Will you please give your 
name, address, and capacity in which you appear, for the record? 
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STATEMENT OF C. L. F. WIEBER, CHAIRMAN, TARIFF COMMITTEE, 
SHEARS, SCISSORS & MANICURE IMPLEMENT MANUFACTURERS 
ASSOCIATION ACCOMPANIED BY BASIL C. DEUSCHLE, VICE PRES- 


IDENT, ACME SHEAR CO. AND NORMAN WISS, VICE PRESIDENT, 
J. WISS & SONS 


Mr. Wieser. Thank you, Mr, Chairman. 

Mr. Kean. Mr. Chairman, I want to say that one of Mr. Wieber’s 
assistants, Mr. Wiss, lives in my hometown. 

The CHairman. That is certainly greatly to his interest. I con- 
gratulate him. 

Mr. Wieser. My name is Carl Wieber, I am president of the Clauss 
Cutlery Co. of Fremont, Ohio. Iam representing the Shears, Scissors 
& Manicure Implement Manufacturers Association, of which there are 
about 35 to 40 members. 

Mr. Jenkins. Mr. Chairman, perhaps Mr. Wieber would like to 
identify these two gentlemen who accompany him. 

Mr. Wieser. This gentleman on my right is Mr. Norman Wiss, of 
the J. Wiss & Sons Co. of Newark, N. J., and on my left is Mr. Basil C. 
Deuschle, of Acme Shear Co. in Bridgeport, Conn. 

The CuarrmaNn,. Go right ahead with your statement, please. 

Mr. Wieser. Mr. Chairman, and members of the committee, in be- 
half of the Shears, Scissors & Manicure Implement Manufacturers 
[ want to thank you for the opportunity to present our story today. 
This is the first time I have ever testified at any hearing, and particu- 
larly before such a distinguished group. Consequently, I appear not 
without considerable trepidation and will attempt to give you the per- 
tinent facts of our industry in as short a time as possible. My pres- 
entation will require less time than allotted by Mr. Irwin; however, 
we have.furnished him with additional, or more complete, informa- 
tion which we request be included in the record. 

Mr. Jenxrins. You say there in your statement, “the complete in- 
formation which we request to be included in the record.” Are you 
presenting that now / 

Mr. Wieser. It isall attached, I think, to these copies. 

Mr. Jenkins. Very well, so that we understand and have that for 
the record. 

Mr. Wieser. Thank you. 

The Cuatrman. It will be madea part of the record. 

(The information referred to is as follows :) 


Spectat SURVEY FoR THE SHEARS, Scissors & MANICURE IMPLEMENT 
MANUFACTURERS ASSOCIATION 


Members that reported annual total sales volume of $11,890,000 for the year 1954: 


Ace Cutlery Co., Newark, N. J. 

Acme Shear Co., The, Bridgeport, Conn. 
Ahlbin, John, & Sons, Inc., Bridgeport, Conn. 
Appolito, Larry, Springfield, N. J. 

Atomic Cutlery Co., Irvington, N. J. 

Bates, C. J., & Son, Chester, Conn. 

Clauss Cutlery Co., Fremont, Ohio. 

Clayton Manufacturing Co., The, New York, N. Y. 
Concord Shear Co., New York, N. Y. 

Crown Cutlery Co., Newark, N. J. 

Cueto & Stanek Cutlery Co., Newark, N. J. 
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Cutlery Corporation of America, Bridgeport, Conn. 
Essex Cutlery Co., Newark, N, J. 

Federal Cutlery Co., Ltd., Newark, N. J. 

Flexible File Co., The, Fremont, Ohio. 

Hackensack Specialty Manufacturing Co., The, Hackensack, N. J. 
Henkel, A., Manufacturing Corp., The, Keene, N. H. 
Hershey, W. V., & Sons Co., Fremont, Ohio 

Hof, Julius, & Sons, Berkeley Heights, N. J. 
Lincoln, A., Co., The, Bridgeport, Conn, 

Manicure Manufacturing Co., Inc., Newark, N. J. 
New Jersey Instrument Co., New York, N. Y. 

Rex Forge Corp., Bridgeport, Conn. 

Rutgers Cutlery Co., Inc., Union, N, J. 

Schaaf Bros., Newark, N. J. 

Smiley’s, Inc., Fremont, Ohio. 

Surgical Shears Co., Bridgeport, Conn. 

Wiss, J., & Sons Co., Newark, N. J. 


The above list does not represent the complete association membership. The 
reasons for other manufacturers not reporting their figures are as follows: 

Some manufacturers have discontinued domestic production and have become 
importers; others are contemplating a move in the same direction; and many 
smaller manufacturers felt that their current volume was so small and, there- 
fore, the figures insignificant. 


Suears, Scissors & MANICURE IMPLEMENT MANUFACTURERS ASSOCIATION 


December 23, 1954. 
Dr. ArTHUR D. FLEMING, 
Director of Defense Mobilization, Executive Office of the President, 
General Accounting Office Building, 
Washington 25, D. C. 


My Dear Dr. FLEMING: I hope you will not consider it presumptuous of me 
taking the liberty in writing you personally, as this is being done only because 
of the very critical state of affairs of many manufacturers in our industry. 

The Clauss Cutlery Co., of which I am president, has been manufacturing 
shears, scissors, surgical scissors, and manicure implements since 1877. There 
are other manufacturers in this industry, some of whom have been manufacturing 
for even a longer period of time. I am writing as chairman of our association 
tariff committee on behalf of the industry because of it being in jeopardy due 
to the tremendous increase of imports particularly from Germany and Italy, 
and latterly Japan. 

It is very evident from articles that are constantly being published in the 
papers and magazines that many Government officials are in favor of a free- 
trade policy. Our honorable President, the Department of State, and the 
Randall Commission particularly have expressed themselves quite forcefully, 
and if they accomplish their purpose without making any exceptions this industry 
will be one that cannot possibly exist. 

The members of our manufacturers association fall in the category of cutlery 
manufacturers but, with the exception of one, we do not manufacture kuives 
of any kind. Approximately 80 percent of our business is in the manufacture 
and sale of shears and scissors. 

So that you may better understand our dilemma a brief history is probably 
necessary. 

Going back to the time before World War I, most of the surgical scissors, 
such as dissecting, mayo, bandage, strabismus, eye, and other patterns required 
by the armed services and domestic surgical dealers, were obtained in Germany. 
As a result, when World War I was declared, that source of supply was im- 
mediately eliminated. There were no other sources available and our com- 
pany, with other companies in the shears and scissors business, was called upon 
to switch its production to surgical scissors and instruments for the Armed 
Forces. This required making up master dies and forging dies for all the 
different patterns demanded. It was also necessary to switch our workers over 
to surgical scissors finishing in accordance with the armed services specifications. 
Highly skilled manual labor was required and as a consequence our factories 
were called upon to supply these essential instruments. If our manual skilled 
labor is dissipated through disintegration of our industry there will be none 
available in time of any other emergency. 
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World War II came later, and again this industry was called upon to make 
several millions of scissors and shears to meet the Armed Forces requirements. 
In addition to the surgical scissors that our industry was obliged to produce, 
all types of other patterns from 3% inches up to 14 inches were required as tools 
for production work by all kinds ef industries and domestic workers throughout 
the country. This again resulted in a great shortage of manual skilled trade 
workers, and the same as before we were forced to utilize our workers in the 
many operations that required skill. Such operations require careful training 
of from 1 to 3 years if Government specifications are to be met. 

For many years this industry was protected by a reasonable tariff, and efforts 
were made to properly educate the workers in making domestic shears and 
scissors aS well as surgical scissors so that we could produce these tools equal 
to those made in Europe. The tariff, however, on shears and scissors has twice 
been reduced and is now at the maximum allowable minimum. Despite the fact 
that before World War II, when we enjoyed a higher protective tariff, the 
disparity in wages between American workers and European workers was not 
nearly as great then as it is today. Wages in the United States with the many 
fringes and benefits added thereto have increased much more rapidly than Euro- 
pean wages, so that we now find our wage costs at least four times higher than 
those in Germany. The result is that our manufactured cost is substantially 
higher than the landed cost including tariff and freight of comparable imports. 

Beginning about 1 year after the close of World War II imported scissors and 
shears used by the medical profession as well as other patterns used domestically 
and by factories in the different industries began to appear, and an ever increas- 
ing number of imports has continued and they are now coming into this country 
to an alarming degree. 

Those employed in our industry are continually becoming less so that our surgi- 
cal scissors volume—one vital segment of our production—is again approaching 
zero. Naturally, over the many years of our existence much money has been in- 
vested in master dies, forging dies, trimming dies, jigs, etc., and continually 
modernizing our buildings and equipment. If something is not done shortly so 
as to place us in a somewhat reasonable competitive position, further investment 
will not be warranted, in fact all that we have already invested will be lost. 

Two petitions were submitted to the Tariff Commission asking for relief by way 
of a higher tariff. In both cases, though favorably recommended by the Com- 
mission, the President refused to grant any increase in the duties on imports. 

If some relief is not granted shortly there will be very few, if any, shears and 
scissors and manicure implement manufacturers left. Already several plants 
have closed down. Others are approaching this condition. 

Some of the companies that have already discontinued manufacturing are: 


Berridge Shear Co., Sturgis, Mich. 

Belmar Instrument Co., Belmar, N. J. 
Birmingham Cutlery Co., Birmingham, = 
Case-Smiley Co., Fremont, Ohio 

Cameron Manufacturing Go., Emporium, N Ni 
Arthur Dorp, Newark, N. J. 

Harjan, Inc., East Orange, N. J. 

Kafelt Manufacturing Corp., Keene, N. H. 
Metrolov Corp., Canton, Ohio 

Carl Monkhaus, Ellicotville, N. Y. 

Progress Cutlery Co., Fort Smith, Ark. 

Rex Cutlery Corp., Irvington, N. J. 

T. BE. Schneider Corp., South Norwalk, Conn. 
Tri-Ess Products, Inc., Jersey City, N. J. 
International Edge Tool Co., Newark, N. J. 


In Germany there are innumerable manufacturers mostly located in and 
around Solingen, About 3 years ago I visited that area and found listed approxi- 
mately 800 manufacturers of cutlery, varying.in size from 3 people in what they 
called a factory, up to 150 people employed. In many cases the entire co 
worked on production either in the basement or in a small building in the back- 
yard. I made a careful study of their rates and as near as I could figure, taking 
everything into consideration including productivity per man-hours and quality, 
they would be approximately one-fourth of our rates. Even with these low rates 
in Germany the manufacturers as well as the individuals, I was informed, were 
being subsidized indirectly through help given monetarily by our Government. 

Our wages and fringes are constantly getting higher, thus putting us to much 
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greater disadvantage than we have been. Indications are that this inflationary 
trend will continue. I repeat that this industry requires highly skilled manual 
workers, They cannot be found in the labor market. Some operations take 1 
to 3 years’ training. The cutlery craftsmen are becoming less and the industry 
is becoming smaller here while the growth increases in foreign countries. 

Were we suddenly confronted with a war it is questionable that we would be 
able to obtain the skilled help that would be necessary. Most of the work by 
necessity, unfortunately, is manual and no machinery has yet been developed to 
produce the many different patterns and sizes that are necessary at a reasonable 
cost. Eighty percent of the end-production cost of shears is in labor rather than 
materials. Our main difficulty is that no one pattern of shears is sold in sufficient 
volume to warrant designing an automatic machine that would do this work. 

The largest quality shears and scissors manufacturer in this country, J. Wiss 
& Sons, was obliged to move out of the surgical scissors business because of 
their excessive costs. Our company is faced with the same prospects as our pro- 
duction is almost down to nothing. 

As an example of difficulties in producing surgical scissors and instruments I 
cite a large New England silverware manufacturer, probably the largest producer 
of silverware in the world with the most modern equipment and factory available. 
During World War II this company entered into several contracts with the Gov- 
ernment to make surgical instruments. Every effort was made by those familiar 
with the production of these products to show this company how to produce 
these patterns successfully. They purchased special equipment and began pro- 
duction on a large scale. It is now common knowledge that the Government was 
unable to accept the items produced because they did not conform to Government 
specifications. This proves that it is not possible to rely on any other industries 
lacking the know-how of producing shears and scissors. 

Four years ago one found comparatively few. German or Italian made shears 
and scissors on department-store counters, whereas today every large, and many 
small, department stores feature German or Italian made shears in large 
quantities of all patterns at prices ranging from 89 cents to $1.89 as compared 
with American made comparable patterns at from $2.75 to $4.25 per pair. 

Another reason for the department stores and other channels of distribution 
being able to so greatly undersell American made shears and nippers is because 
of these retail outlets being served by German and Italian producers direct 
at the same or lower prices than enjoyed by jobbers. Large displays of cutlery 
of foreign manufacture are found alongside small displays of American made, 
and in many cases used only for comparison to show the better German values. 

Our export business before World War II was of some consequence and the 
American brands became quite well known. In many instances the American 
quality was preferred even though our prices were then higher. Today, how- 
ever, our export business is nil and it is practically a waste of time to answer 
letters of inquiry from foreign countries because of our much higher prices. 

With atomic warfare, such as we hear so much about, it is believed that the 
need for surgical instruments and operating scissors would be considerably 
greater and immediate than in the previous wars. This could also be true 
during peacetime because of the continuing increase in our population. 

To better appreciate the importance of this industry it is suggested that 
inquiries be made from Dr. Currie who is the Chief of the Buying Division of 
the Armed Services Medical Procurement Agency, Brooklyn. 

We feel very strongly that the economy of this country cannot be wholly 
dependent upon the success of big business without the comparative equal 
success of little business. Where it has been found impossible to highly 
mechanize little business, and even in some cases big business, in which much 
hand labor is required, very special consideration should be given. 

To further substantiate our difficulties I am enclosing copies of two memo- 
randa regarding Macy’s which were addressed to me by our sales manager; a 
copy of a letter from a surgical scissors manufacturer, Cueto & Stanek; a list of 
manufacturers: (@) Regular members of our association, (b) associate mem- 
bers; all of which are self-explanatory and show the actual serious injury to the 
domestic industry resulting from imports. 

The manufacturers in this industry have never made any large amount of 
money. All are conservative, good thinking, hard-working American citizens. 
We have very little money to devote in presenting our cause for survival and we, 
therefore, plead through you for our continued existence. 

Should the present duty on imports be doubled, which is what it was pre- 
viously, the prices at which imports could be sold, as against domestic made 
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products, would still be considerably lower but this at least would give us some 
relief. 

Please excuse the length of this communication but I felt it was necessary 
in order that you could better understand the peculiar nature of this industry. 
It would be very much appreciated if you would take the opportunity to discuss 
this letter with the President’s other advisers, as it is very difficult for anyone 
not familiar with this business to fully appreciate the conditions with which 
we are confronted, and in which defense is greatly concerned. 

If additional information is required please do not hesitate to request it. 

Sincerely yours, 
C. L. F. Wiener, 
Chairman, Tariff Committee. 


ee 


Cueto & STANEK CUTLERY Co., 

Newark, N.J., September 29, 1954. 

ACME SHEAR Co., 
Bridgeport, Conn. 


(Attention of Mr. B. C. Deuschle.) 


DeArR Mr. Devuscuie: I am herewith furnishing you some information con- 
cerning our business which you may be able to use in your report. Cueto & 
Stanek Cutlery Co. has been required to reduce its working capacity from 106 
employees to 5 in the past 8-month period. We have been forced to close down 
our forging facilities at 409-411 South Street, Newark, N. J. Also, our sales 
volume has dropped from a total of $299,363.34 in 1953 to a total of $35,883.12 for 
the first 6 months of 1954. 

This will give you some idea as to the conditions in the cutlery business. We 
sincerely believe that, at this rate, this industry will lose its keymen and some- 
time in the future, when this country will need these keymen, they will find it 
very hard to make a comeback. 

It is true that this country needs important men to make weapons to destroy 
the enemy, but they also need keymen in our industry for the health and wel- 
fare of the people not only in time of war but also in time of peace. Therefore, 
in order to salvage the skilled men and women of this industry it is of prime 
importance that the Government take immediate action to increase import duties 
on cutlery coming into this country from Germany, because you can readily see 
that at the present rate of loss of sales, this industry will cease to function. 

Sincerely, 
Curto & STANEK CUTLERY Co., 
By Herman J. Cuero. 


[Interoffice correspondence] 


THE HENKEL-CLAvSS Co., 
Fremont, Ohio, October 20, 1954. 
Re R. H. Macy Co., New York, N. Y. 

Mr. C. L. F. WIEBER. 


Dear Mr. Wieser: I am writing to give you the details of my last contact 
with Mr. Owen Hirsch, buyer for the subject company of our products. As you 
know, my purpose in making this call was to determine ways and means to 
increase our sales volume to a better level. Since it is necessary for us to 
maintain a demonstrator in this store it is essential that the sales volume 
produced justify our added costs in the operation. 

In the course of our discussion, which was not heated, but which might 
better be described as intense, certain information came out which at least for 
the moment seems to preclude any possibilities of increasing our sales volume 
in this account. Our real competition here is not domestic, but the large volume 
of imported goods being bought by this store directly from Germany. 

Mr. Hirsch advised me that during the same period in which he had made 
purchases from us of approximately $5,000, his purchase from Germany ran to 
approximately $60,000. This is an exceedingly unhappy comparison. I can 
appreciate your concern over our volume with this account and since I am 
responsible for sales I should be able to satisfactorily find an answer to the 
situation. However, the volume of imports going into this store and the dis- 
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parity between the price levels at which the imports are sold in contrast with 
the price of goods is something I can see no way of overcoming. 

I wish I could advise you that this was the only store in which such a situa- 
tion existed, but this is not the case. In virtually every department store we 
sell, a similar situation exists and without additional tariff protection I feel that 
our entire department-store business will be completely gone in time. Just how 
long this will take I am not prepared to say. But, certainly, currently our 
department-store volume is suffering everywhere because of this untenable 
situation. 

I am not pleased to give you this kind of information, but I think you should 
know the truth of our situation. 

Respectfully, F. B. CAaLkIn. 


{From the New York office] 


To the Henkel-Clauss Co., Fremont, Ohio. 
NOVEMBER 11, 1954. 
Re R. H. Macy. 


Mr. C. L. F. Wreser: In my contact with this store today I learned from Mr. 
Hirsh that he had again placed an order for imported goods, this one amounting 
to $40,000 at his cost. You will remember his having told me some time earlier 
this year that he had already purchased $60,000 worth of imported goods. 

This means that during the period in which he purchased from us a total of 
$8,700 worth of goods, he placed orders abroad for $100,000. 

They were running a sale at the time I was in the store in which they were 
selling 7-inch and 8 inch shears, both straight and bent, at $1.88 each, full nickel. 
As you know, this compares with our patterns at $3.75 for the 7 inch size and 
$4.25 for the 8 inch size. 

Also on sale were embroidery and sewing scissors ranging in size from 3% 
inches to 7 inches on sale at $1.44 each. This compares with our price ranges of 
from $2.25 on the small size to $2.90 on the large size. 

Under these conditions the prospect of regaining the volume we have lost in 
this store is not very remote—it is simply impossible. Without any question we 
will have to withdraw from this account since the sales to it are insufficient 
to offset the additional costs of doing business with this department store. 

At the present time, and with the present sales volume, we are not only not 
making a profit, we are losing money by doing business with them. 

Yours truly, 


STRETCH. 


REGULAR MEMBERS OF THE SHEARS, SCISSORS, & MANICURE IMPLEMENT 
MANUFACTURERS ASSOCIATION 


A 


Acme Shear Co., Bridgeport 1, Conn. 

John Ahlbin & Sons, 188 Garden Street, Bridgeport 5, Conn. 

C. J. Bates & Son, Chester, Conn. 

H. Boker & Co., 101 Duane Street, New York, N. Y. 

W. R. Case & Sons, Nashville, Ark. 

Clayton Manufacturing Co., 331 Fourth Avenue, New York, N. Y. 

Clauss Cutlery Co., Fremont, Ohio, and 1107 Broadway, New York, N. Y. 
Cutlery Corporation of America, 85 Washburn Street, Bridgeport, Conn. 
Hackensack Specialty Co., 200 Atlantic Street, Hackensack, N. J. 

A. Henkel Manufacturing Corp., Norway Avenue, Keene, N, H. 

A. Lincoln Co., 400 Harral Avenue, Bridgeport, Conn. 

Manicure Manufacturing Co., 809 Ridge Street, Newark, N. J. 

Monarch Cutlery Manufacturing Co., 7200 Adams Street, North Bergen, N. J. 
Schneffel Bros. Corp., 682 South 17th Street, Newark, N. J. 

Wester Bros., 71 Murray Street, New York, N. Y. 

Wigder Manufacturing Co., 28 Wickliffe Street, Newark, N. J. 

J. Wiss & Sons Co., 33 Littleton Avenue, Newark, N. J. 


ASSOCIATE MEMBERS 


B 


The Flexible File Co., 446 North Wood Street, Fremont, Ohio 
Fred Pfister, 559 Lyons Avenue, Irvington, N. J. 
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Julius Hof & Sons, Cottage Street, Berkeley Heights, N. J. 
Crown Cutlery Co., 32 Spring Street, Newark, N. J. 

Carl W. Heuser, 18 Paine Avenue, Irvington, N. J. 

Springfield Cutlery (Larry Appolito), 90 Main Street, Springfield, N. J. 
Ace Cutlery Co., 121 Walnut Street, Newark 5, N. J. 

Schaaf Bros., 76 Voorhees Street, Newark 8, N. J. 

Atomic Cutlery, 79 South 20th Street, Irvington, N. J. 

Federal Cutlery Co., Ltd., 725 South 12th Street, Newark, N. J. 
Cueto & Stanek Cutlery Co., 349 Mulberry Street, Newark, N. J. 
Rutgers Cutlery Co., Inc., 1024 Springfield Road, Union, N. J. 
W. V. Hershey & Sons Co., Fremont, Ohio 

Imperial Plating Co., 105 North Stone Street, Fremont, Ohio 
Graef & Schmidt, Inc., 196 Coit Street, Irvington, N. J. 

H. Balke, 400 South Street, Newark 5, N. J. 

Essex Cutlery Co., 130 South Street, Newark, N. J. 

Concord Shear Co., 71 Murray Street, New York 7, N. Y. 
Shelton Cutlery Co., Bridgeport Avenue, Shelton, Conn. 

Rex Forge Corp., 2 Main Street, Bridgeport, Conn. 

T. E. Schneider’s Corp., 30 Meadow Street, South Norwalk, Conn. 
Smiley’s, Inc., 100 North Stone Street, Fremont, Ohio 

Surgical Shears Co., 203 Railroad Avenue, Bridgeport, Conn. 
Ernst Melchior’s Cutlery, 76 South 20th Street, Irvington, N. J. 
Belmar Instruments, Inc., 2101 F Street, Belmar, N. J. 


Mr. Wiesner. First of all, I want to tell you that this is a com- 
aratively small industry. In 1950, annual sales as reported to the 
Jnited States Tariff Commission amounted to $23,415,000, with 21 

manufacturers reporting. A recent survey of the industry just com- 
piled reveals a sales volume for the year 1954 of $11,890,000, with 28 
manufacturers reporting. During this same 5-year period the De- 
partment of Commerce Rusts on imports revealed an increase of ap- 
proximately 500 percent in importations. 

In addition to this alarming increase, there is a tremendous quan- 
tity of shears, scissors, and manicure nippers and implements being 
imported as components of fitted leather cases at even a lower tariff 
under paragraph 1531, which are not statistically tabulated by the 
Department of Commerce, whereas our total domestic sales figures do 
include this category. 

Perhaps you will consider these sales figures insignificant by com- 

arison with other industries. You are 100 percent correct; they are 

insignificant. But I want to point out that div are also insignificant 
in relation to the Government’s overall program for expansion of 
world trade. Yet, gentlemen, this industry, as I will further point 
out, is of the most vital importance in the event of national emer- 
gency, the defense of our country, and in peacetime for the health 
and welfare of our people. Why? Because these very manufacturers 
are the ones on whom this country will be dependent. Only these 
manufacturers have the manual skill and know-how to produce the 
surgical scissors, bandage scissors, and the many other items used in 
surgery. 

For the past 5 years our industry has been disintegrating. There 
are approximately 45 companies remaining in this industry manu- 
facturing and selling domestic-made products. Of the 45 manufac- 
turers, please bear in mind that there are only about 8 who employ 
over 100 people. Fifteen companies have ceased manufacturing dur- 
ing the last 3 years because of the low-tariff imports. Some of these 


former manufacturers, having little confidence in the future of this 
industry in America and, in our opinion, failing to recognize the vital 
necessity of preserving it, have dismissed their skilled labor, sold their 
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a equipment and facilities, and have become importing job- 
vers. You can well appreciate that these former associates could 
hardly be expected to join with us in our appeal. 

Let us go back a little in history. Previous to World War I most 
of the surgical scissors and other patterns required by the armed 
services and domestic surgical dealers were obtained in Germany. 
When World War I was declared, this source of supply was immedi- 
ately cut off. There were no other capable source available, and those 
in the shears and scissors business in this country switched from their 
regular production to surgical scissors and surgical instruments for 
the Armed Forces. 

World War II came later and again the foreign sources of supply 
were cut off. This industry again converted to manufacture the mil- 
lions of surgical instruments required. In addition, defense industry 
demands were made on us to produce all types of special shears and 
shear-cutting tools for production work. This again resulted in a 
great shortage of manual skilled trade workers to perform the many 
operations that demanded this skill. Such operations require the 
most careful training of from 1 to 3 years if Government specifications 
are to be met. 

In the event of another war, these foreign sources would again be 
lost immediately. 

As an example of difficulties in producing surgical scissors and in- 
struments I cite a large New England silverware manufacturer, prob- 
ably the largest producer of silverware in the world, with the most 
modern factory and equipment available. During World War [II, 
this company entered into several contracts with the Government to 
make surgical instruments. Every effort was made by those familiar 
with the production of these products to show this company how to 
produce these patterns successfully. They purchased special equip- 
ment and began production on a large scale. It is now common 
knowledge that the Government was unable to accept the items pro- 
duced, because they did not conform to Government specifications. 
This proves that it is not possible to rely on other industries lacking 
the know-how of producing shears and scissors. 

It was at this point that the Government really appreciated how 
essential this industry is to the defense effort. 

When we formerly were protected by a reasonable tariff, we could 
afford to properly educate the workers to make high-quality shears 
and scissors, as well as surgical instruments. The tariff, however, on 
shears and scissors has twice been reduced and is now at the maximum 
allowable minimum. The disparity in wages between American 
workers and European workers was not nearly as great then as it is 
today. We now have wage costs at least four times higher than those 
in Germany. On comparable items our manufactured cost is now 
cdeheniatle higher than the cost of imports, including tariff and 
freight. 

The number of workers in our industry is continually becoming 
less. Our surgical scissors volume—one vital segment of our pro- 
duction—is fast approaching zero. 

A petition was submitted to our Tariff Commission in 1953 under 
the escape clause for relief. After long study and deliberation, the 
Tariff Commission recommended in March 1954 that the tariff be in- 
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creased 100 percent, and further stated that if granted by the Presi- 
dent it would still leave foreign manufacturers in a competitive posi- 
tion. On this basis our chances of survival would be very much en- 
hanced. However, the Commission’s recommendation of 100 percent, 
which represents full restoration cf the entire tariff concession, was 
denied by the President. 

Why? Gentlemen, I ask you, do we have an escape clause or a 
Tariff Commission for the purpose of investigation when their rec- 
ommendations for relief are ignored by our President? 

Incidentally, I heard a comment in New York the other day that 
Congressmen could be imported for a lot less money than we are pay- 
ing here. I wonder if Congress would vote for that. Well, dont 
worry about us, because we wouldn’t. 

The Cuarrman. It is not the Congress you have complained about, 
it is the President, is it not? 

Mr. Wieser. Yes, sir. 

The Cuarrman. I do not think we will import a President from 
anywhere. 

Mr. Wieser. No, sir. 

In 1954, the trustees of the Committee for Economic Development 
established a Research and Policy Committee—I quote— 


to initiate studies into the principles of business policy and of public policy 
which will foster the full contribution by industry and commerce to the attain- 
ment and maintenance of high and secure standards of living for people in all 
walks of life through maximum employment and high productivity in the domes- 
tic economy— 


end of quote. 

From this report dated November 1954, under the heading of 
“United States Tariff Policy,” I quote from paragraphs 13 and 14 on 
page 5: 


Wage levels in other countries are generally much lower than the United 
States. For example, in 1951 the annual wages and social benefits paid by West 
German and French industry averaged only about 29 percent of what American 
industry paid. 

The fact that wages are lower in other countries does not mean that some 
American products cannot compete on even, or better than even, terms with 
foreign products. This is true because the price at which a product can be 
profitably sold depends not on wage rates but on unit cost of production. 


I further quote from paragraphs 15 and 16 on pages 5 and 6: 


Our highly mechanized mass-production industries are good examples of com- 
petitive advantage based on productivity. At home, the products of these indus- 
tries have little to fear from foreign competition; abroad they have proved to 
be strongly competitive. In these industries, the combination of high capital 
investment per employee, relatively low raw material costs, American managerial 
skill and volume runs, based on mass markets, combine to produce an efficiency 
so much greater than in other countries that our production can be sold profit- 
ably at prices full) competitive with foreign prices, despite the much higher waves 
prevailing here. 


And now, gentlemen, I want you to pay particular attention to the 
next quotation which is, without question, applicable to our industry : 


Another group of American industries subject to import competition .includes 
handicrafts and other consumer goods industries where production is not highly 
mechanized and where there is a very high labor content. In industries of this 
kind, American producers, paying higher wages, are at a disadvantage in com- 
petition with foreign producers and, in general, the products of these industries 
have high tariff protection. 
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The above paragraph applies to our industry because (1) material 
costs here and abroad are approximately the same; (2) due to the 
intricate shapes and many styles demanded by the Government, in- 
dustry, medical profession, and household users, and the consequent 
lack of large production volume, mechanization is neither practical 
nor sosnentale sound; (3) our methods of producing this merchan- 
dise are the same as those used in foreign countries; (4) approxi- 
mately 80 percent of our manufacturing costs are represented by direct 
hand labor, most of which is done by highly skilled workmen. 

Those are the main reasons why this industry cannot compete with 
foreign manufacturers, and must have a higher protective tariff if it 
is to survive. 

In summation, I have pointed out to you: (1) that this is a 
small industry and the total volume of business done is insignificant 
as far as the Government’s overall program for expansion of world 
trade is concerned; (2) that this is an essential industry, especially 
in times of emergency—as was proven during World Wars I and 
II, at which times it was so declared by the Government and assigned 
a AAA-1 priority; (3) that serious injury has already occurred in 
our industry, and with continued low tariffs there can be no future 
for us. (4) We represent an industry, the nature of which cannot 
compete with foreign competitors because of high labor cost and no 
mechanization. 

Gentlemen, the destiny of this industry is in your hands. Don’t 
you agree with me that it warrants your consideration and deserves 
salvaging ? 

I thank you. 

The CHarrmMan. Does that complete your statement, Mr. Wieber ? 

Mr. Wieser. Yes, sir. 

The Cuatrrman. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? Mr. Reed, of New York, will inquire. 

Mr. Reep. As I followed you here, you pointed out that 80 percent 
of your manufacturing costs is direct hand labor; is that correct? 

‘Mr. Wieser. That is correct, sir. 

Mr. Reep. Do you know of any other industry that has such a high 
proportion of ban costs ¢ 

Mr. Wieser. I would not know, but it would be rather difficult to 
find, I believe. 

Mr. Reep. You certainly cannot afford to pay 3 or 4 times higher 
wages and compete, unless you are given a tariff that will protect 
your industry, is that right? 

Mr. Wieser. Not if we are to survive. 

Mr. Reep. Thank you. 

Mr. Jenkins. Mr. Chairman? 

The Cuatrman. Mr. Jenkins, of Ohio, will inquire. 

Mr. Jenkins. In item No. 2 on the last page, you say: 


This is an essential industry, especially in times of emergency. 

Mr. -Wiepser. Yes. 

Mr. Jenxins. There can be no question but that your industry is 
a very essential industry in times of emergency ? 

Mr. Wieser. If we want to save our people that are wounded. An- 
other thing that we do in our industry, and this is particularly true 
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also in time of emergency, we make special cutting tools for the 
aviation companies, for the automobile companies, for the rubber in- 
dustry, for the chemical industry, for almost every industry. There 
is hardly a product you can think of that our industry does not have 
something to do with. We sell to almost all kinds of manufacturers. 
For instance, people in the shoe business want a shear that probably 
cuts this way [indicating]. Hymne in the rubber business wants 
something that cuts a different way. In the electronics field, they are 
getting some of these peanut tek very small, and you have to have 
special cutting instruments for those. We are called upon all the 
time to make special tools for these industries, and particularly during 
time of war everything comes in from all over and we just have our 
difficulties, we did have, to make these special tools. Many of these 
are in such small quantities, yet they are of vital importance in pro- 
ducing these items that these big factories are bringing forth. 

Mr. Jenxrns. Let me ask you another question. Someone yester- 
day, or erhaps today, told me that their industry, after Pearl Harbor 
oc ceed and the Japanese sunk our fleet, that the Government au- 
thorities called them up the next day and asked them to transform 
their plant to do certain work. Was that the plant of either one of 
you gentlemen ? 

Mr. Wiener. No, sir, it was not mine. 

Mr. Jenkins. I presume that your plant would be pretty nearly 
one of those that the Government would need right now, would it not ? 

Mr. Wieser. Very definitely ; yes, sir. 

Mr. Jenkins. That is all. 

The Cuatrman. Mr. Kean, of New Jersey, will inquire. 

Mr. Kran. In your statement here, Mr. Wieber, you say that the 
sales volume for 1954 was approximately $12 million ¢ 

Mr. Wieser. Yes, sir. 

Mr. Kean. Roughly, what was the volume of imports in dollars? 
What is your ratio? 

Mr. Wieser. That we do not know, sir, because the figures that we 
have been able to obtain are only up to November, I believe. 

Mr. Kean. Roughly. 

Mr. Wieser. I should say for September. 

Mr. Kran. We have had people come before us who indicated that 
imports were 5 or 10 percent of the market. 

Mr. Wiener. Weestimated it at about $3 million, foreign value. 

Mr. Kean. About $3 million, foreign value? 

Mr. Wieser. Yes, sir. 

Mr. Kean. How would that work out as compared with your $12 
million there? If you say $3 million foreign value, would that mean 
$5 million, American value, roughly ? 

Mr. Wieser. Approximately. 

Mr. Kran. So we might say that 25 percent of the market in these 
things is imported ? 

Mr. Wieser. It might be even more than that, sir, because of these 
others. 

Mr. Kean. That is very substantial, compared to what most people 
coming before us talk about, 5 or 6 percent. 

Mr. Wieser. Another thing that is not figured in that amount is 
the component parts that are used in making up these leather sets 
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that come in, and there have been countless numbers of those im- 
ported into this country, of which the Department of Commerce does 
not have a record. 

Mr. Kran. Do you have any export business in your industry ? 

Mr. Wieser. We used to have, but we cannot compete now and it 
is practically nothing. 

Mr. Wiss. We do some exporting into Canada, but I do not think 
that should be considered as an export. 

Mr. Kean. That isa small amount? 

Mr. Wiss. That is a small amount. I think the primary exports 
are to Canada, which is our sister country. 

Mr. Kean. You state that your tariff has been reduced once 50 
percent and once 25 percent ? 

Mr. Wieser. Right. 

Mr. Kean. In general, what is the rate now ? 

Mr. Wieser. 221% percent, plus 10 cents per pair of shears. 

Mr. Kean. And it used to be way up above the minimum ? 

Mr. Wiss. It was 20 cents plus 45 percent ad valorem. 

Mr. Kean. Before the war; that is, in 1936, was your proportion of 
the business in this country about the same as it is now? Was it less, 
or more ¢ 

Mr. Wiener. I would say it was pretty close. This industry has 
grown very, very little. 

Mr. Kean. But the proportion of the amount? 

Mr. Wieser. Of imports? 

Mr. Kean. Of imports. 

Mr. Wieser. It was comparatively small. 

Mr. Kean. At that time? 

Mr. Wreser. Oh, yes. 

Mr. Kran. This heavy competition then is a new thing ? 

Mr. Wieser. Oh, yes, since 1950. 

Mr. Kran. You mentioned the history of your attempt under the 
escape clause 

Mr. Wieser. Yes, sir. 

Mr. Kean. Was that a unanimous decision of the Tariff Commis- 
sion ? 

Mr. Wiener. No, sir, it was 4 to 2, I believe. 

Mr. Kean. Four to 2 decision that the President overruled ? 

Mr. Wieser. Yes; party lines. 

Mr. Kean. Before you started to testify, Mr. Will spoke to me 
about the fact that there are a great many articles coming in now 
which under the new Jenkins law passed last year are not marked with 
the country of origin. I do not think Mr. Jenkins had any idea that 
that law was going to allow any articles that could be marked to not 
be marked, and I would like to hear, and I know Mr. Jenkins would 
like to hear, something about that, because if articles that can be 
marked are not being marked, I think we want to correct it. 

Mr, JENKINS. Change the law. 

Mr. Wiss. I can answer that partially, by giving a little experience 
I had yesterday. All our salesmen are in for their national meeting, 
and day before yesterday before I came down, I had dinner with them. 
One of them mentioned about a certain competitor, and asked whether 
or not they had re-established their domestic facilities, and I said that 
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no, they had not. He said, “Well, their shears and scissors are not 
marked generally. In 1950, they dismissed their labor force and sold 
all their productive facilities, including the plant.” The question then 
came up as to why they were not marked “Qoeitians?? In investigat- 
ing it, I find that it is no longer necessary to brand the shear with 
the country of origin and that gives this importer a very unfair com- 

titive advantage, due to the low labor cost in Germany and the low 

anded cost here, because the American public, in many cases, prefers 

the higher quality put out by the domestic manufacturer, and now 
they have no way of knowing, no way of distinguishing, between the 
two. I certainly hope, gentlemen, if there is anything you can do 
to re-establish that requirement, that you will doso. I do not know of 
any shear or scissor that cannot be branded with the country of origin. 
It can be branded with the name of the seller or distributor. It cer- 
tainly can be branded with the name of the manufacturer. It has 
been our experience in 107 years of operation that it can be done 
successfully. 

Mr. Kean. I was just reminded that we did put something in the 
bill to the effect that if it was too difficult to brand, to put the brand 
on, that they could be excused from branding, but it certainly seems 
to me that on a pair of shears it ought not to be too difficult. I think 
we ought to make some inquiries of the customs people as to why they 
allow that. 

Mr. Jenxrns. They have drawn the approval of those who pass on 
imports. If there was an oversight, then I should be glad to “ some- 

y to change the law. Let us make it more strict. 

Mr. Wieser. That would be appreciated. 

The Cuarman. Mr. Sadlak, of Connecticut, will inquire. 

Mr. Saptak. Mr. Wieber, may I say that although you came here 
with some trepidation for your initial appearance before a congres- 
sional committee, you have done very well. 

Mr. Wieser. Thank you. 

Mr. Saptak. I want to go back to the first part of your statement ; 
that you are furnishing the committee with more complete information 
which will be included in the record. Will that information include 
much of the data which you used in the presentation of your case 
before the Tariff Commission in 1953? 

Mr. Wieser. Some of it, but very little, however; that contained 
mostly figures, and of course, many of the arguments that were brought 
out here were also included in our petition to the Tariff Commission. 

Mr. SaptaKk. However, this would be true, would it not, that the 
figures which you presented to the Tariff Commission in 1953 indicat- 
ing the injury to your industry would be of practically no effect today 
because since 1953 the injury has been tremendously accelerated, is 
that a fact? 

Mr. Wieser. Very true. 

Mr. Sapiak. And you are greatly concerned that the skilled labor 
which you have in your industry will be lost in the event we continue 
with these imports ? 

Mr. Wieser. It is being lost even now. 

Mr. Sapiax. And that in case of a necessity, of an emergency, we 
would not have them available for the purposes which your concern 
is engaged in? 
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Mr. Wieser. That is true. It is very difficult for anyone not fa- 
miliar with this business to appreciate the highly skilled labor that 
is required to make a pair of Shedies because you have two edges, one 
rubbing against the other. And I do not want to go into that detail, 
because it is so difficult to explain, but if you people did realize it you 
would appreciate just what we are up against and what this spansiy 
would be up against in time of war, if this business was liquidated. 

Mr. Sapiak. I want to say, Mr. Wieber, that I have in the back of 
my mind the projection of an amendment to this bill which would 
incorporate that, and I am glad to have your comments on it. 

Mr. Wieser. Thank you, sir. 

Mr. Wiss. Mr. Chairman, may I just enumerate a few of the special 
shears made during the emergency? Some of them seemed awfully 
far-fetched, but in actual practice they were very necessary. And we 
made a manicure scissor, an ordinary manicure scissor which you 
would use for trimming your cuticle. During the war those were used 
for trimming the rubber gasket holding and separating the lenses of 
binoculars. In other words, just an ordinary manicure scissor was 
used for that. All Signal Corps tool kits used electrician’s scissors 
turned out by millions. Pinking shears were made for cutting patches 
to be used on fabric of airplanes. A bullet hole had to be fixed up 
and a field patch would consist, generally, of an aluminized cloth. 
The pinked edge prevented unraveling. Nail scissors were used in 
the manufacture of gas masks and repair kits of gas masks. Untold 
varieties were used in other industries, the airplane industry and all 
its equipment. I do not know that I could enumerate 50 percent of the 
special shears that were made, but they were vital in times of defense 
emergency. 

The Cuarmreman. We thank you for your appearance and the in- 
formation given the committee. 

Mr. Wieser. Thank you, Gentlemen. 

(The following letter was submitted for the record :) 


J. SKLAR MANUFACTURING Co., 
Long Island City, N. Y., February 4, 1955. 
Hon. JERE COOPER, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D. C. 


My Dear CoNGRESSMAN: In your consideration of H. R. 1 now before your 
Committee I should like to bring to your attention, I hope before it is too late, 
the fact that the American surgical instrument industry is right now being 
liquidated as the result of a steady increase in imports of foreign-made instru- 
ments against which the present duty of 45 percent is wholly inadequate. 

At the end of the last war the duty on surgical instruments was 55 percent. 
Over the protest of the American industry and despite the near-critical shortages 
of instruments which developed during the war, the Annecy agreement with 
Sweden cut the instrument duty to 45 percent, and in the 7 years between 1947 
and 1953 imports of foreign-made instruments increased from $54,296 to $871,719 
foreign value. Most of these imported instruments are coming from Germany 
which is driving to reestablish the worldwide monopoly in surgical instruments 
it had before the war, and which twice in my lifetime virtually destroyed a promis- 
ing American instrument industry which would have made us independent of 
foreign instrument makers. 

Last July when the Congress passed the 1-year extension of the Reciprocal 
Trade Agreements Act we believed section 2 of that act would prevent a further 
reduction in the duty on surgical instruments. This section provided that no 
decrease should be made in the duty on an article “if the President finds that 
such reduction would threaten domestic production needed for projected national 
defense requirements.” 
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We cannot, of course, know the details of the projected national defense re- 
quirements. But we do know that surgical instruments are one of the most 
vital products in the plans for this Nation’s security. Despite this the proposed 
Japanese trade agreement includes surgical instruments and the industry and 
the country face the possibility of a further reduction in the instrument duty, 
section 2 of the Trade Agreements Act of 1954 to the contrary notwithstanding. 

In opposition to such a further cut in the surgical instrument duty our indus- 
try filed the strongest briefs we could with the Committee for Reciprocity Infor- 
mation and with the Tariff Commission. Because I believe you will be interested 
in and impressed by the case we made I enclose a copy of our brief to the Com- 
mission and this includes a copy of our brief to the Committee. I earnestly 
hope you can take the time for at least a quick review of these briefs. 

Even though we felt our briefs would be carefully considered by the committee 
and the Commission, we decided to carry our case directly to the President in 
view of the new responsibility vested in him in section 2 of the 1954 Trade 
Agreements Extension. Accordingly, on December 22, I addressed a protest to the 
President against the inclusion of surgical instruments in the Japanese agree- 
ment list and 10 days later I received a sympathetic and an understanding 
acknowledgment from the White House. 

On this record we await the outcome of the Japanese negotiations, and it is 
this record I could call to your attention in your consideration of H. R.1. As I 
indicated above the vital importance of surgical instruments did not prevent 
our negotiators at Annecy from reducing the instrument duty to an inadequate 
45 percent. And section 2 of the Trade Agreements Act of 1954 did not prevent 
our negotiators from including surgical instruments in the Japanese agree- 
ment list which could result in a reduction in the surgical instrument duty to a 
ruinous 27% percent. 

To our industry this all adds up to one and only one answer. Our industry 
and the country must look to the Congress for an effective safeguard against the 
destruction of the American surgical instrument industry by ruinous competition 
of foreign-made instruments. In the enactment of our reciprocal trade agreement 
policy the Congress has established certain restrictions within which the Execu- 
tive must stay in carrying out the policy. We propose Congress shall establish 
another restriction applicable to such vital industries as the manufacture of sur- 
gical instruments and such others as Congress shall decide to include. The 
restriction we propose would follow the national security and the international 
trade precedent established by England 34 years ago in the British Safeguarding 
of Key Industries Act of 1921. We propose that Congress make such a plan 
effective in one of two ways. The legislative enactment could list the key 
industries which Congress would exempt from the operation of the trade- 
agreement policy. Or Congress could provide that the President, by Executive 
order, on the basis of a report by, say the National Security Council or the 
Tariff Commission, would announce the key industries vital to the security of this 
country and whose products therefore were to be excluded from the operation of a 
tariff-bargaining policy. 

This would constitute part 1 of the plan. Part 2 would be a specific enact- 
ment by Congress of the import duty or restrictive quotas applicable to imports 
of key-industry products. The British method was a restrictive import duty. 
We believe the quota method, with which our Government has had considerable 
experience, is the much more effective control and effective control is all impor- 
tant. But whether the method is an effective duty or an effective quota we believe 
the Nation’s security requires that the Congress and not the Executive shall con- 
trol key industry competitive imports for exactly the same reason that the Hon- 
orable Cordell Hull gave in proposing to deny the President the right to increase 
or decrease duties on the basis of a Tariff Commission study: “It is too much 
power for a bad President to have and too much power for a good President 
to want.” 

All of which is respectfully submitted with the hope that the importance of this 
communication will justify its length. 

Very truly yours, 
Epwarp J. SovaTxin, President. 


(The brief referred to is in the committee files.) 


The Cuamman. The next witness is Mr. Henry S. Woodbridge. 


Please give your name, address, and the capacity in which you appear, 
for the record. 
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STATEMENT OF HENRY S. WOODBRIDGE, VICE PRESIDENT, THE 
AMERICAN OPTICAL CO., SOUTHBRIDGE, MASS. 


Mr. Wooprrince. Mr. Chairman, Members of the Ways and Means 
Committee of the House of Representatives, my name is Henry S. 
Woodbridge. I am a vice president of American Optical Co. We 
have approximately 10,000 employees. Our headquarters are in 
Southbridge, Mass., where our largest plant is located, and we also 
have plants in Brattleboro, Vt.; Keene, N. H.; Chelsea, Mass.; Put- 
nam, Conn.; and Buffalo, N. Y. We have laboratories in 256 cities 
and towns in 47 States. Our sales volume was $71 million in 1953, 
and we are the largest optical company in America, and also the oldest, 
having been in business since 1833. 

As matters of national defense will be the most important subject 
that I will discuss, I ought to mention that from 1942 to 1954 I have 
been concerned with military procurement matters and Government 
relations on behalf of the company. 

This experience has convinced me that there is no single responsible 
authority to make effective the preservation of skills that are essential 
to our national security. This is the Achilles’ heel of our defense 
program. To overcome this weakness we are respectfully submittin 
herewith an amendment to H. R. 1, in outline form, which is attach 
to this statement. 

Failure to make provisions for the preservation of vital skills is 
nothing short of disarmament. In the final analysis scrapping of 
skills is far more serious than scrapping guns or planes. Unlike ships, 
these skills cannot be mothballed. Without certain vital skills, our 
country could find itself at a serious military disadvantage in a time 
of emergency. 

There is no responsible person who does not believe that our security 
requires the preservation of certain vital skills. Statements and evi- 
dence to this effect can be obtained from those Government depart- 
ments and agencies which are concerned with our defense. But, as a 
practical matter, there is no single place in Government, save in Con- 
gress itself, where such a determination can be made effective. 

Among these vital skills are those optical hand skills without which 
the optics for bombsights, rangefinders, periscopes, fire control, and 
other military optical instruments cannot be made. These are skills 
(1) which require years to acquire; (2) which are lost if not used; 
and (3) which are found only in the optical industry. 

If it were not for defense orders it would be impossible at this very 
moment to maintain these skills in the face of foreign competition 
particularly in the field of microscopes, which is the main source o 
these vital skills. 

At this point I would like to emphasize that I am speaking only 
for my own company. Nevertheless, I think I can say with confidence 
that what I have to say is probably representative of the thinking of 
the companies comprising the optical and ophthalmic, glass, lens, and 
instrument industry. It cught to be made clear that there is a direct 
and binding relationship between the various divisions of the industry. 
In the final analysis, this small, vital industry must be considered 
as a whole and not in part. The manufacture of optical glass and 
the manufacture of optical products are so interdependent that they 
must be treated together. 
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1 emphasize this as we are entering a critical phase in the industry. 
The question we are now facing is, How much longer will we be able 
to manufacture microscopes and other precision optical instruments 
in this country? Commercial binoculars are no longer made in any 

uantity in this country, and if microscopes follow the same route, 
the backbone of the precision optical industry in this country will 
have been broken. And when that occurs, skills vital to the defense 
of this Nation will be lost. That you may know that this is a pressing 
problem, may I quote a few statistics. I should mention that before 
1942 the Government kept no statistics as to the importation of micro- 
scopes having a value of $25 or over, so that I can only supply statistics 
since the war. 

I will not read those figures, but I will point out that the foreign 
share in the American market has grown now to be 44 percent, and 
is growing. I will also mention that our own company’s exports have 
dropped from $800,000 since the war to a little over $100,000. 

Foreign competition, as the statistics show, is growing more acute. 
The question will naturally come to your minds as to whether or not 
this competition is a greater factor than it was 7 or 8 years ago, or 
even before the war. The figures quoted above give the data since 
the war, and based on these statistics the foreign share of the American 
market during those years has grown tremendously. 

I am unable to give you the competitive figures before 1942, as 
there are no records available. The Government did not keep those 
types of records before 1942. I cannot personally testify as to the 
foreign proportion of the microscope market before the war, as I was 
then not working in this industry. Iam told by those who were that 
it was generally considered that foreign microscopes comprised be- 
tween 10 to 15 percent of the American market. At that time, for 
all practical purposes, the only foreign microscopes that were im- 

orted were those from Germany. Since the war, in addition to 
yerman microscopes, there have been large importations from Italy 
and Japan, which countries are new additions to the export field since 
the war. Inthe tables there are statistics for those countries. 

The German optical industry, which has been completely revived 
in West Germany is now, from all the evidences we have, as large, if 
not larger, than it was for all of Germany prior to the war. The 
optical industry behind the Iron Curtain in East Germany, we are 
informed, is today as large, or larger, than it was before the war. You 
will be interested to know that the Zeiss factory in Jana employed 
10,000 employees before the war, it was the great German optical 
industry. After the war, the Russians stripped it and we know this 
from workers in Zeiss who have since escaped, that the Russians took 
all the machinery completely to their own factories in Russia, and 
have since had them replaced with new machinery. Therefore, 14,000 
workers are employed in Jana, instead of 10,000 as before the war, 
and they are working around the clock, and their production has been 
absorbed until recently completely by Russian military needs. 

The total German optical output is conservatively estimated as 
being twice what it was prior to the Second World War. East 
Germany’s products play no part in the American market directly. 
Obviously they have an indirect effect because of their taking a share 
of the world market outside the United States, which, in turn, makes 
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the United States market of more significance and importance to the 
West Germany optical companies. The American market has many 
more German microscopes coming in than before the war. The added 
competition of Italian and Japanese exports into the American 
market, which obviously is growing more attractive as the world 
market becomes more competitive, only increases the difficulties with 
which we are faced. 

I would like, if I may, to comment on the fact that Japan and Italy 
followed Germany’s lead by developing optical industries between 
World War I and World War II because of obvious military necessi- 
ties. The English, which prior to World War II because of obvious 
military necessities. The English, which prior to World War I had 
been dependent on Germany for most of its optical goods, learned from 
experience that it was necessary to have an optical industry. In 1921, 
Parliament passed an act “with a view to the safeguarding of certain 
special industries” entitled, “Safeguarding of Industries Act, 1921.” 
I have a copy of that act herein my hand. The schedule outlining the 
key industries contains nine categories. The first category in the 
list reads as follows: 

Optical glass and optical elements, whether finished or not, microscopes, field 
and opera glasses, theodolites, sextants, spectroscopes, and other optical instru- 
ments. 

I am filing as a supplement to this brief the list of products that 
have been established under this category, which you will find at- 
tached to the brief at the end. 

The CuarrmMan. Without objection, they will be included in the 
record. 

(The information referred to is as follows :) 


Imports of compound microscopes of value of $25 or over, 1947-53, by units * 


West United 
Germany | Kingdom 


IMPORTS VERSUS UNITED STATES SALES, BY UNITS! 


Imports Total 


ERESSe- 


7,070 


1 Source: Scientific Apparatus Makers Association, Dec. 20, 1954. 
2 Totals include additional imports from countries not listed separately above. 
? Through October 31. 
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Imports of compound microscopes of value of $25 or over, 1947-53, by units—Con. 
COMPARISON OF AVERAGE HOURLY EARNINGS 


United States 
United Kingdom 
West Germany 


Source: Bureau of Labor Statistics, Department of Labor, October 1954. 


Exports of microscopes and accessories by Instrument Division of American 
Optical Co. in dollars 


$518, 283 182, 718 
111, 695 


AMENDMENT TO PROTECT NATIONAL DEFENSE AND PUBLIC HEALTH 


1. Whenever in any proceeding under section 7 it appears that the national 
defense, security, or public health of the United States is or may be jeopardized 
by importations of any article or material into the United States, the Tariff 
Commission shall report such finding to the Defense Mobilization Board, or to 
such other agency as may be designated by the President. 

2. The Defense Mobilization Board, or such other agency as may be desig- 
nated by the President, shall promptly investigate the nature and extent of 
such actual or potential injury and shall submit its findings thereon, together 
with such recommendations as may be deemed necessary, to the President within 
ninety days after the date of such referral by the Commission. In determining 
whether or to what extent the security or public health of the United States is 
or may be injured, the Office of Defense Mobilization shall investigate, among 
other causes of injury, the extent to which loss of the domestic market for a 
product or service has resulted or will result in 

(a) loss of unique work skills deemed indispensable to the security of the 
United States ; 

(b) failure to develop or maintain domestic sources of raw materials con- 
sidered of critical importance in time of war; and 

(c) inability to construct or maintain manufacturing facilities for the pro- 
duction of articles or materials deemed essential in time of emergency. 

3. In any proceeding in which the Office of Defense Mobilization shall find any 
such injury or threatened injury to the national defense or public health, it 
shall recommend to the President such remedies as it deems appropriate to re- 
duce or eliminate such threat. including imposition of additional duties, use of 
import quotas, stockpiling, and other forms of Government procurement, includ- 
ing preferential treatment of domestic producers. 

4. Without regard to any other provision of the Reciprocal Trade Agreements 
Act, the President should be authorized within the limits of this amendment and 
existing appropriations, to take such action as he deems necessary to protect 
the security and health of the United States. 


Customs and excise tariff supplement relating to key industry duty—schedule of 
duties and board of trade lists in operation on Nov. 1, 1958 


LIST 1. OPTICAL GLASS AND OPTICAL ELEMENTS WHETHER FINISHED OR NOT 


Analyzers Glass, optical: 

Byprisms, Fresnel Blanks, moulded or pressed 

Cubes, cones, and other worked optical Discs 
elements Flats 

Diaphragms, worked glass Moulded 

Diffraction gratings Plates 

Etalon gratings Pot or rough 

Fresnel rhombs Sheet 

Glass discs and other worked plane Other partly worked 
parallel plates Graticules 
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Customs and excise tariff supplement relating to key industry duty—schedule of 
duties and board of trade lists in operation on Nov. 1, 19583—Continued 


LIST 1. OPTICAL GLASS AND OPTICAL ELEMENTS WHETHER FINISHED OR NOT—CcoOn. 


Lenses: 
Condenser (unmounted) 
Dioptric 
Dioptric, worked 
For gas buoys 
For gas buoys, worked 
For ships’ lights 
For ships’ lights, worked 
Lighthouse 
Lighthouse, worked 


Mirrors—Continued 
Optically worked 
Objectives of all kinds 
Oculars of all kinds 
Optical squares 
Parabolic reflectors, worked 
Polarizers 
Prisms and other like worked optical 
elements 
Prisms, double-image 


Of fluorspar, rocksalt, and quartz Prisms of fluorspar, rocksalt, and quartz 


Photographic (unmounted) 
Projection (unmounted) 


Proof plates 
Quarter wave plates 


Spectacle (mounted or unmounted) Quartz lenses 
Other unmounted worked elements Quartz plates 


Light filters, optical 
Magnifiers 
Mirrors: 

Fresnel 

Mangin 


Quartz prisms 
Quartz wedges 
Rules glass screens 
Selenite plates 
Tourmaline plates 


LIST 2, OPTICAL INSTRUMENTS 


Abney levels 


Dichroiscopes 


Actinometers, photographic, employing Diffraction apparatus 


one or more optical elements 
Alidades 
Altazimuths 
Amblyoscopes 
Apertophotometers 
Astrometers 
Auriscopes 
Babinet compensators 
Benches, optical 
Binoculars: 
Galilean 
Prismatic 
Bubbles (for levels, etc.) 
Camerae lucidae 
Camerae obscurae 
Cameras: 
Astronomical 
Oscillograph 
Photographic 
Sound recording, all types 
Sound recording, sound heads for 
X-ray crystal 
Cathetometers 
Cinematographs 
Circumferentors 
Clinometers, optical 
Coelostats 
Collimators 
Colorimeters, optical 
Comparators: 
Optical 
Stereo 
Compasses, prismatic 
Condensers, optical, in mounts 
Cyclophorometers 
Cystoscopes 
Dermatoscopes 


Dipleidoscopes 
Directors, optical 
Dynameters 
Dynamometers, optical 
Echelon gratings 
Elements, optical, mounted (not includ- 
ing spectacles) 
Endoscopic instruments utilizing one or 
more optical elements 
Epidascopes 
Etalon gratings 
Extensometers 
Eyeglasses, engravers’, watchmakers’, 
ete. 
Eyepieces : 
Compensating 
Diagonal 
Gauss 
Huygenian 
Kellner 
Magnifying 
Projection 
Ramsden 
All other optical 
Fieldglasses 
Focometers 
Gaging apparatus, optical 
Glasses, engravers’, watchmakers’, etc, 
Goniometers 
Gradiometers 
Graphoscopes 
Gunsights, optical 
Height measuring instruments, optical 
Heliographs 
Heliometers 
Heliostats 
Horizons, artificial 
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Customs and excise tariff supplement relating to key industry duty—schedule of 
duties and board of trade lists in operation on Nov. 1, 1953—Continued 


LIST 2. OPTICAL INSTRUMENTS—continued 


Interferometers Phorometers 
Internal reflection condensers, in rod or Photographic cameras, with or without 
similar form, of quartz or glass lenses 
Keratometers Photographic finders 
Lanterns, optical Photographic objectives 
Laryngoscopes Photographic process screens 
Lecture and experimental apparatus, Photoheliographs 
optical Photometer heads 
Lenses, optically worked (mounted) Photometers, optical 
Levels: Photomicrographic apparatus 
Abney Polarimeters 
Bubble (plain tube and mirror Polariscopes 
type) Prismatic apparatus, oculists’ 
Drainage Projection apparatus, optical 
Dumpy Pyrometers, optical 
Pocket Quadrants 
Reflecting Rangefinders 
Telescopic Reading glasses 
Y Refractometers 
Linen testers Retinoscopes 
Magnifiers Rhinoscopes 
Measuring apparatus, optical Rifle sights, optical 
Mekometers Saccharimeters 
Meldometers Sextants 
Mica waveplates Sextants, box 
Micrometer microscopes Siderostats 
Micrometers (position readers) Sights, optical 


Microscope condensers Sight-testing apparatus 
Microscope detachable meehanical Skiascopes 
stages Spectacles (lenses only ) 


Microscope erectors 
Microscope eyepieces 
Microscope objectives 


Spectrographs 
Spectrometers 
Spectropolarimeters 


Microscope oculars Spectroscopes 
Microscopes : Speculums 
Parabolic, ring and other vertical Spherometer, optical 
illuminators for Spinthariscopes 
With or without lenses Spotlights, focusing 
Microspectroscopes Stereometers 
Miners’ dials Stereoscopes 
Monoculars Sunshine recorders 
Nephelometers Tachometers 
Nephoscopes Telemeters 
Nicol prisms (mounted) Telescope erectors 
Objectives : Telescope eyepieces 
Microscope Telescope objectives 
Photographic Telescopes 
Teleseope Theater glasses 
All other types Theodolites 
Opera glasses Tintometers, optical 
Opthalmometers Transit instruments 
Ophthalmometroscopes Trial cases, oculists’ 
Ophthalmoscopes Trial sets, oculists’ 
Orthoscopes Viewfinders 
Perimeters Zenometers 
Periscopes 


_ Mr. Woopsriner. I am informed that this safeguarding of special 
industries was the first protective measure taken by England since 
that which established the principle of free trade in 1840, and it is 
particularly important to note that this action was taken by Parlia- 


57600—55—-pt. 242 
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ment as a result of the need to safeguard employment in these indus- 
tries, and it so states in the bill, so that England would not be caught 
short in case of another war. 

There can be no question that the optical industry is essential to any 
nation which has to prepare itself to meet a military emergency. Rus- 
sia, we have been informed by sources in our industry which operate 
behind the Iron Curtain—that is, we have talked with men who 
operate in neutral countries who sell both in the West and behind the 
Iron Curtain and have been there—has developed an optical industry 

-and a machine-tool industry that in the judgment of competent observ- 
ers is considered to be the equal of those same industries in the free 
world. 

It is interesting to note that they have been able to do it because 
they have been able to get German technicians to go into East Russia, 
and in some cases they practically shanghaied them. 

Those nations which are friendly to us, and with whom we want to 
and with whom we must increase our trade, look to us as their main 
source of defense should another world war develop. It is impossible 
to conceive that any of these friendly nations would object in the 
slightest to our maintaining in this country those special hand skills 
that are vital to meet a military emergency. If we permit ourselves 
to scrap these skills, which, as I have said before, is a form of disarma- 
ment, they will not thank us should we fail them in a military emer- 
gency. It seems to us that the best interests of the free nations of 
the world will be served by stating frankly that for military purposes 
that affect not only our safety but their safety, it is necessary for this 
country to maintain skills vital for military purposes. We do not be- 
lieve that there could possibly develop any misunderstanding as to 
our country’s intent as to the development of trade by meeting this 
problem openly and frankly. It is our conviction that we will be re- 
spected for taking this position that is for the benefit not only of our- 
selves but of the very nations with whom we are anxious to increase 
trade. It is for this purpose, therefore, that we are suggesting an 
amendment to H. R. 1, which is outlined in the attached. We have 
been told by many Government officials in many different departments 
of the Government that there is no question but that certain vital skills 
must be preserved but that it is a difficult thing to do without creating 
an umbrella that will result in the inclusion in the list of so many skills 
that the increased trade that is essential will be defeated. A number 
of years has been spent in working on this problem, and this amend- 
ment should contain a definition of skills that will not create an um- 
brella but would take care of those vital skills which do need preserva- 
tion. The definition to be included in the amendment should require 
that if a vital skill has been determined as essential to the defense 
of this Nation, that it will have to fulfill the requirements, that I will 
repeat, before action will be taken to preserve such skills. These re- 
quirements should provide that such a skill (1) must take a long time 
to learn, (2) will be lost if not used, and (3) not be found in any 
other industry except its own. 

These requirements can be determined by proper investigation, and 
the amendment should provide for that. 

We are more than willing to present complete data and information 
to whatever board, agency, commission, or individual] that Congress 
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may establish to make determinations in this matter, and accept what- 
ever finding is made. We say this because it would be very difficult 
for you to decide between conflicting testimony that has been given 
before you in this committee without investigation, which is cer- 
tainly not a matter in which Congress would wish to become involved. 
I mention this question of conflicting testimony because there ap- 
peared before you a representative from the photographic industry 
who advised you that optical workers had been developed by his 
company in 6 months during the last war and that his company in 
case of another war could make optical workers in 3 months. I am 
sure that his testimony was sincere and given by him in the hope 
that his testimony would help you to better understand this problem 
of skills. We are thoroughly familiar with what was done in break- 
ing down many of the optical skills into component parts thereby 
reducing the training period needed for learning. In fact, we are 
proce of the job our company did in this very field. Unfortunately, 

is testimony is not the complete story. There are, to be sure, certain 
jobs in the optical industry that can be learned in comparativel 
short times as compared with other optical jobs. On the other Sad, 
there are optical skills that can be learned only over a period of years, 
and it is these skills that provide the nucleus from which men and 
women can be picked to teach the lesser skills so that an emergency 
can be met. In peacetime it is not possible to break down optical 
jobs into separate parts because the volume of business will not per- 
mit it and, furthermore, it is a costly procedure that cannot be af- 
forded in peacetime. 

This same gentleman from the photographic industry advised you 
that his company had discontinued the production of a high-price 
35-millimeter still camera because of foreign competition. I quote 
from his testimony before you: 


It could not be mass produced; it required many hand operations. 


This is exactly the case with precision optical instruments, such as 
microscopes. This same gentleman asked you to consider the aircraft, 
automobile, and electronics industries. He asked if they needed tariff 
protection and went on to say: 
Or are they not in fact performing miracles of engineering in products without 
tariff protection of any significance? 
All three of these industries are mass production industries and cannot 
be compared with the low-volume, handmade instrument industry. I 
wish we had the volume so that we, too, could follow the leadership 
of these great industries, but it is simply out of the question when 
products of an industry are measured in tens, hundreds, and at the 
most in a few thousand products. 

This same gentleman said that there had been a failure to men- 
tion, and I quote: 
The fact that in the process of learning the optical grinders job, we have radi- 
cally changed and improved the methods used in Germany and other countries 
for hundreds of years. 
The fact is that we have always taken great pride in the consistent 
and continuing improvements we have made jn manufacturing meth- 
ods. Perhaps we haven’t boasted about it enough. The very fact 
that we have been in business for 122 years is prima facie evidence 
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of our progressive methods. But may I say in this connection that 
the implication that Germany and other countries are using old- 
fashioned methods is incorrect, and I say this from personal observa- 
tion. Since the war, West Germany has developed productive meth- 
ods that are the equal of anything that we have, and in some cases 
are superior. Due to the much larger margin of profit that they are 
able to make, and due to the much lower wages and salaries they 
pay, they are enabled to do comparatively more research than we 
can do and they, too, are always looking for new methods by which 
to increase and better production. Our own country has supplied 
the money to increase and rebuild optical facilities in West Germany 
that are today the most modern in the world. And that, of course, 
makes their competition all the more severe. 

May I say that the misconception about the ease of acquiring optical 
skills is not limited to the gentlemen from the photographic industry 
who testified before you, but is even held by equally sincere men in 
our own Government. Their misconception is undoubtedly based on 
two Government-issued pamphlets. The first was an OPM report 
entitled “Training Within Industry—Precision Lens Grinding, 
March 15,1941.” This report discribes the breakdown of the separate 
job assignments of (1) poro prisms, (2) eye lenses, (3) reticles, and 
(4) compass covers. Although thely are difficult jobs, and although 
the work done at Frankford Arsenal and other inchs was excellent 
in the job breakdowns, these jobs are not more than run-of-the-mill 
optical jobs. Nowhere is there any literature of the breakdown of 
the highly skilled optical jobs that are absolutely necessary for the 
making of precise optical instruments. Another publication which is 
entitled “Civilian Denton Pamphlet No. 117, Job Engineering: 
Modification of Jobs for Better Utilization of Manpower, February 
1951” tells how the breakdown of jobs can be done and covers much 
the same field as the 1941 pamphlet in a different form. This report 
states, however, that there is no specific formula for engineering jobs 
“strictly scientifically” because of “uncontrolled variables,” such as— 
diversity of factors for consideration, differences in character and extent of 
skill, knowledge, and experience that can be applied to the operations or process. 

I do not mean in any way to be critical of sincere men who, with 
what facts they have at their command, do the best they can, but I 
do submit that there is evidence here of the truth of the old saying 
that a little knowledge is a dangerous thing. In spite of all these 
observations regarding the breakdown of skilled jobs, the real story 
is found in a statement of the War Production Board, of August 1945, 
referring to jobs of the types we are discussing, in which it was said: 

A shortage of such labor is contributing to the present difficulty in obtaining 
a sufficient amount of the various items to meet war-created demands. Produc- 
tion has been expanded to the maximum limit of skilled workers available (WPB 
Bulletin No. 8813, August 1945). 

All of this conflicting testimony points to the need of having a place 
in Government where these prdbiletias can be thrashed out and definite 
conclusions reached so that proper action can be taken. 

To return for a moment, if I may, to the gentleman from the photo- 
graphic industry. He said in his testimony before you, and I quote: 


I am willing to believe that in special instances there are industries so vital 
and strategic to our national defense program, that they must be kept alive * * * 





TRADE AGREEMENTS EXTENSION 2021 


We heartily endorse this statement and appeal to you to pass an 
amendment such as we propose so that the preservation of the skills 
of these industries may be made effective. This same gentleman from 
the photographic industry went on to say that he believed such in- 
dustries should be subsidized. Our purpose in appearing here before 
you is not to advise you what to do, but rather to bring to you facts 
and information that may be helpful to you in reaching the decisions 
you will have to make. I can only speak for our own company al- 
though I do add that I think what I have to say may well represent 
the feeling of the precision optical industry. Beyond that I do not 
feel qualified to report to you. I do not, therefore, feel it is proper 
for me to discuss the general economics and philosophy of industrial 
subsidies. I hope you will forgive me, however, if I make a few com- 
ments on the subject of subsidies. I can testify to you that so far as 
we know subsidies will not work in our industry. In the first place, 
subsidies cannot be guaranteed over a period of years and are subject 
to change and, therefore, it is almost impossible to plan ahead if you 
are dependent on subsidies that are subject to change. Second, sub- 
sidies require the choosing of individual companies, as you could not 
afford to subsidize the whole industry. I imagine that our company 
would have to be included in a subsidization program. As a result, 
some other company would not get the subsidy and would thereby be 
forced out of business. This, in turn, will reduce, or, in fact, elimi- 
nate competition with all its incentives. Subsidies are a good deal 
like playing poker for fun instead of for money—the incentives are 
limited and there are no penalties, which results in sloppiness. 
Frankly, it is our genuine belief that subsidies will weaken the in- 
dustry and that the right way to handle the situation is in a competi- 
tive climate. This has always provided the incentives which have 
resulted in the extraordinary achievements of American industries. 

In conclusion, may I say that we are reaching a critical point in 
our industry which, in turn, means that the situation is growing 
critical as regards the preservation of vital optical hand skills. To 
some extent these skills are being protected by Government business. 
Government business, however, is uncertain and cannot be counted on 
on a continuous basis over a period of years. The only true way in 
which to preserve these skills is to have a domestic market which will 
permit their employment. Even assuming that some of these skills 
can be broken down, we will still need these highly skilled people, not 
only for certain highly specialized production work, but also for 
training others in the event this industry is again called upon to ex- 
pand to the extent it has in past emergencies. It expanded over 20 
times in the last emergency, and it is expected to expand 40 times in 
the next. And if another crisis should arise, we know we will not 
have 2 years’ warning. 

May I say, and I hope you will understand that this is said without 
any intention of being rude, that our company is not appearing here 
before you begging for help for financial reasons. If we are forced 
out of the domestic market in the precision optical field, we will not go 
out of business. We are fully capable of manufacturing in foreign 
countries or importing products from outside the United States and 
using our large and electing distribution organization, and we are in 


an excellent position to profit by so doing. Our plea to you is to take 
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steps to preserve domestic markets for precision optical products so 
that we and other companies in our industry can employ the vital 
hand skills that are essential to the defense of this Nation. It is right 
that we should make this plea. In our American democracy this is 
as it should be. There is no possibility for our Government to know 
all the details and all the facts about all the industries in this country, 
and therefore, it is our duty and obligation to do what we can to 
bring to the attention of the Government facts and data that we are 

enuinely convinced will help the Government in making the decisions 
it has to make to prepare for any national emergency. It is in that 
spirit that our company has appeared before you, and we are confident 
that you who represent the people of this Nation are fully capable of 
making the right decisions if you have all the facts. And may I say 
that if there is any further information or detailed data that you 
would like, our company to the fullest extent of its ability will be 
glad to furnish them to you. 

Thank you for having given me this audience. 

The CuarrmMan. Does that complete your statement, Mr. 
Woodbridge? 

Mr. Woopsrinee. I think it might be helpful to you, the amendment 
is very short, if I read the amendment to you. 

The CuarrMan. That is included in your statement and will be made 
apart ofthe record. It will be before the committee. 

Mr. Wooprrince. Right. 

The CHatrMANn. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions ? 

Mr. Reep. Mr. Chairman ? 

The Cuarrman. Mr. Reed of New York will inquire. 

Mr. Reep. Mr. Woodbridge, I enjoyed your paper. 

Mr. Woopsrinee. Thank you, sir. 

Mr. Reep. I understand that before the war Japanese microscopes 
were of poor quality and did not give you much competition, is that 
right ? 

Mr. Woopsgrinece. That is right. 

Mr. Reep. What about the quality of the Japanese microscopes being 
imported now ¢ 

Mr. Woopsrince. They are excellent. I will not go into the details 
for this morning, but we have made a study of all foreign micro- 
scopes—German, Japanese, Italian, and English and I can say that the 
Japanese microscopes are of sufficiently good quality that they are 
now being accepted in bids in our educational institutions in competi- 
tion with our own. 

Mr. Reep. I see. 

Mr. Wooprriner. I might say that the Japan Optical Co., the largest 
optical company in Japan, is run by a very able man named Masao 
Nagaoka. He has worked on the optical plan to make the highest 
quality optical instruments possible and his lenses today, and this is 
just since the war, are considered the outstanding foreign optics made 
anywhere, including Germany. For instance, the photographers of 
Life Magazine today now use the oe optics rather nie the 
German; that will give you some idea of the improvement in Japanese 
optical production. 
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Mr. Reep. By the way, you have no company operating abroad, 
have you? 

Mr. Woopsripee. We have an interest, a minority interest, in an 
ophthalmic lens company in England and we own a sales agency only 
for selling glasses and lenses for glasses in the Argentine. 

Mr. Reep. Isee. Thank you very much. 

The CHarrman. Are there any further questions? Mr. Sadlak, of 
Connecticut, will inquire. 

Mr. Sapitak. Mr. Woodbridge, I did not realize that we would have 
a witness who would be of some help to me since I have been working 
on prospects of amending the law. In connection with the amendment 
which you suggest, would that also include other industries, other 
skilled workers, in addition to the optical ¢ 

Mr. Wooppripce. Yes, sir. The purpose of that amendment is to 
make it possible to preserve skills that are vitally necessary for defense 
and I suggested in the statement that you work out a definition so as 
not to include every skill in the country, and if a skill can come under 
the definition created by you, then this amendment would operate. 

Mr. Sap.ax. Now, the Office of Defense Mobilization, is that not set 
up to look after problems just such as you present here today? ‘There 
are some procedures provided whereby you can go to them and ac- 
quaint them with what you are doing so that they would have you on 
a standby basis of some kind ? 

Mr. Woopgriner. Sir, for 5 years I have visited every major de- 
partment of the United States Government that is concerned with 
defense. I have discussed this problem with over 20 different bureaus 
or departments of Government agencies and I have discussed it even 
with the three assistants to the President. There is no question that 
the Department of Ordnance, the Air Corps and the Naval Ordnance 
people will tell you, for instance in our industry that the optical in- 
dustry must be preserved, but when you are up against this question 
of foreign competition, there is just no way of handling the matter. 
The escape clause does not provide for a segment of industry. You 
cannot protect a segment under the escape clause. The escape clause 
takes care of an industry problem, not as part of an industry. So 
that when an industry or a skill, such as ours, begins to be affected, as 
it already has been, as these figures show, by importation, there is now 
no effective way to preserve that skill. The Office of Defense Mobili- 
zation I think you will find is just as interested as we are in getting 
this problem straightened out. The Department of Defense is just 
as interested, the Ordnance and the Air Corps. It is vital to them. 
Under the present laws they have a very hard time preserving facili- 
ties. We have discussed this with Ordnance because they are just as 
anxious to preserve our optical facilities, more so, than anybody and 
we have told them we may be forced to close down, the largest pre- 
cision optical plant in America. We have discussed that problem 
with them. They say the best they can do is to mothball it in a 
certain way that frankly we could not financially afford to make the 
arrangements that they are permitted to make under the law. They 
told me quite frankly the only place this can be straightened out is 
by ing om It is a serious sl i 

Mr. Saptak. Do you think, Mr. Woodbridge, that if we had enacted 
a bill such as the United Kingdom did there in 1920, I believe you 
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said, that that might be some way of getting to the core of this thing ? 

Mr. Woovsriwér. The English bill, the principles behind the Eng- 
lish bill, yes, sir. They used tariff purely to solve their problem. 
That bill when it first started set a tariff of 30 percent, which they 
have now raised to 50 percent. You understand that a 50-percent 
tariff on an English-produced product is the equivalent of 100 percent 
for an American product because of the differential in labor costs. 
It is effective in England. 

In the United States we now have 45-percent tariff and it is not 
effective. It was once 60 percent. The Italians come in here with 45 
percent, 25 percent added on for the By America Act, in other words, 
with 70 percent tariff, and still undersell us with a profit to themselves 
and we sold our goods to the Government without any overhead and 
without any profit and we could not stay in business if we did that. 
Our problem cannot be solved by tariff unless such outrageous rates 
were put on that I am sure Congress would never agree. It has to be 
handled by other means. 

Mr. SapiaK. Mr. Chairman, I think Mr. Woodbridge has again em- 
phasized, as have previous witnesses, that this problem certainly has 
many ramifications. Thank you. 

The CratrmMan. We thank you for your appearance and the infor- 
mation given the committee. 

Mr. Woopgsripcr. Thank you, gentlemen. 

(The following statement was submitted for the record :) 


STATEMENT BY THE OPPLEM Co., EAST RUTHERFORD, N, J. 


This statement is submitted by the Opplem Co., of East Rutherford, N. J. 
For over 28 years this company has both produced and imported scientific in- 
struments. We import primarily Italian optical instruments produced by Officine 
Galileo of Florence and Milan. 

Tariffs on optical instruments, apart from cameras and binoculars, have never 
been reduced under the Trade Agreements Act of 1934 as extended and amended. 
A minority of the items have enjoyed limited reductions. Most tariffs continue 
at a level of about 50 percent, some higher, others somewhat lower. 

We believe the national interest is best served by reducing these tariffs. For 
this reason we endorse H. R. 1 but would favor making it a permanent statute 
and eliminating the escape-clause provision. 

The discussion following deals with several matters: the usual arguments 
against optical imports, the answers to them, and the manner in which the 
public interest is served by greater imports. 


I. IS THERE A CASE AGAINST IMPORTS? 


A. Cheap foreign wages 

The American optical-instrument industry faces no real threat from lower 
foreign wages. First of all, these wages are almost always understated by those 
arguing against imports. For example, in the Italian optical industry the skilled 
wage earner’s nominal salary is 45 cents per hour. But, payment of social- 
security charges for maternal care, health, canteen feeding, etc., adds about 
two-thirds to the wage bill. Wage cost per hour is therefore nearer to 75 to 
80 cents per hour, not 30 cents as often claimed. While still less than paid 
in the United States, the disproportion is nowhere near as large as is usually 
claimed. 


B. How important are wages? 

The difference in wages assumes less importance because wages are not a 
very large part of costs in the United States. Value added by manufacture is 
so substantial that figures attributed to the Census Bureau show that wages 
account for only about 38 percent of the value of shipments.’ It is difficult to 


1The Instrument Market, Instruments Publishing Co., Pittsburgh, Pa., p. 5. 
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reconcile this official figure with higher figures mentioned by domestic industry. 
And when administrative overhead, sales costs, cost of machinery, equipment, 
and buildings are taken into account, it is particularly difficult to accept these 
higher figures. 


C. The productivity of labor 

The greater productivity of the American worker also reduces any wage ad- 
vantage enjoyed by foreign firms. 

The scale of production of optical instruments in the United States exceeds 
by far the scale abroad. Large scale—we do not say mass scale—production 
economies are thus more possible here. Where very intricate and expensive 
optical instruments are produced abroad in 1’s, 2’s, or 10’s the American market 
is large enough to warrant a much larger production. This is so both be- 
cause the United States is of itself a vast market numerically, and because 
American firms are richer and can afford the luxuries of the highest class and 
highly specialized instruments. Very small American firms often can afford 
to buy the precision instruments that are beyond the reach of medium-sized 
Italian firms. The scale of United States production permits economies which 
further offset the wage disadvantage which the United States may suffer. 

American mechanical ingenuity further enhances productivity. Mr. Charles 
Perey, of the Bell & Howell Co., a major producer of optical equipment, has 
pointed out to this committee how mechanical processes are supplanting the 
older finger techniques in the production of lenses, resulting in manifold increases 
in labor productivity. 


D. The costs of selling and distribution 


There are still other cost factors offsetting the advantage of low foreign wages. 
The costs of selling and disrtibuting optical instruments are great. A $5,000 
microscope is not a shelf item which can be bought from a catalog. The customer 
must be contacted, a demonstration must be conducted, he must be convinced that 
the microscope can meet his pressing scientific problem, propaganda must be 
earried on for months, salesmen must visit and revisit, servicing and repair 
facilities must be established—all these things and more must be done to sell 
scientific instruments. 

The importer has no advantage in this respect. All his costs are incurred on 
this side of the water at American wage rates. Indeed, he has a distinct dis- 
advantage. By sheer virtue of their size, strength, and the wider variety of the 
products that they offer, American concerns generally have the best distributors 
and the most economical servicing and repair depots. In most corners of the 
United States responsible dealers will be found for the more important American 
companies. The customer is familiar with American brands, has more knowl- 
edge of the American product and greater confidence in buying it. He is un- 
familiar with and therefore wary of foreign products. Though Opplem guaran- 
tees service on the instruments it sells, and will send its repairmen anywhere in 
the United States to back up this guaranty, the customer undoubtedly would be 
happier to know that an Opplem repair shop is around the corner. Obviously, 
a modest-sized importer cannot be everywhere. The $50 million and $70 million 
American giants are. They gain considerable advantages and economies in 
selling and distribution that we cannot match. These further offset their wage 
disadvantage. 


E. Other higher costs for imports 


There are still other ways the foreign product is disadvantaged. Certain costs 
of manufacture certainly exceed these in the United States. We have already 
mentioned the low scale of production. Then, money must be borrowed at 12 per- 
cent in Italy compared to 6 percent or less in the United States. Then, generally 
speaking, materials cost more abroad than in the United States. After manufac- 
ture, there are heavy costs of packaging, transportation, and insurance and han- 
dling charges related thereto to bring the product to the United States. After 
this, duty must be paid. At this point we first begin the arduous task of develop- 
ing familiarity with the Galileo name and of selling the product. The American 
giants have it all over us in these respects. No doubt, generally speaking, they 
have the bigger and better distributors and more economical servicing arrange- 
ments. 
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II. COMPETITION BETWEEN AMERICAN AND FOREIGN PRODUCTS 


A. Are American prices competitive? 

Are American prices competitive or not? By and large the answer is definitely 
yes, not only for simpler instruments such as standard types of miscroscopes but 
for more complicated instruments as well. For large sales, as to the Government, 
Opplem must sell Galileo standard miscoscopes at an average price of $263; 
Bausch & Lomb reports it charges $298. This 10 percent price differential also 
holds for sales to nongovernmental users. In commercial markets this price 
differential is more than offset by the favored position held by domestic industry. 

Fortune also referred to the favored position of American industry in these 
terms: 

“Industrial customers usually prefer to buy from United States firms even 
though their prices are higher, because domestic firms can more readily supply 
technical advice and service.” ? 

This is nonetheless true for governmental purchasers. Moreover, on Govern- 
ment sales we must face the buy-American price differential. In the past 2 years 
this has represented a virtually effective bar against any sales of standard, 
simpler types of microscopes to Government agencies. 


B. The extent of competition 


Unit sales figures have been cited before the committee by domestic industry 
showing the increasingly large share of the market for standard prism-type micro- 
scopes valued at $25 and over accounted for by imports. It should be noted that 
in 1953 imports were at their lowest in 3 years and that the share of the market 
has not grown in 3 years. Moreover, valuewise it is probable that imports 
account for an even smaller share of the market than has been alleged. This is 
because imports compete more strongly in the lower-priced, less complex field. 
In the field of complex and costly units (binocular versus monocular units, for 
example) imports are smaller. Finally, there are many types of microscopes of 
the highest order of skill which have not been at all included in the sales data 
released by domestic industry. Import competition is lowest in this area—for 
example, hardly any Japanese microscopes of this kind are imported. Thus, if 
the dollar value of all types of imports is compared with the sales of all types 
of domestically made products, it is certain that imports account for only a 
small percentage of the domestic market. 


C. What do consumers buy? 


The decisive issue deciding sales of more complex and costly instruments is not 
cheap foreign wages or prices but rather this: What does the consumer look for? 
The scientific community wants two things in an instrument; familiarity and 
technical superiority. 

Familiarity—The customer may purchase a more expensive instrument be- 
cause he is familiar with it and has been trained to use it. This preference 
exists not only between foreign and domestic products but between domestic 
products as well. Within limits, therefore, familiarity becomes the primary 
‘consideration, price only secondary. And for this reason foreign products have 
become handicapped for they no longer dominate the world. During the war 
Americans came to rely on their own industry. Similarly, Latin American and 
Asiatic countries were cut off from medical centers and the industry of Burope 
during the war and immediate postwar years. The United States, by contrast, 
has expanded and developed an optical industry on a grand scale. What was 
the result? They too turned to the United States, for America alone had instru- 
ments to sell. Then it was that laboratories the world around became familiar 
with and came to rely upon American instruments. 

Familiarity with American instruments has also grown as foreign students and 
technicians have come here to learn new research techniques and methodology. 
America rather than Europe has become the scientific Mecca. This process was 
materially abetted by foreign-aid programs and student-exchange programs 
financed by the United States. American financing was used for the most part 
to bring students here. And, mostly American equipment was purchased under 
foreign-aid programs. Many customers, formerly purchasers of foreign goods, 
prefer American products today for they have become familiar with them. 

Technical superiority.—Often, the technical differences between instruments 
are sufficiently great that the instruments become unique, have no competitors. 


* Tariff Cuts: Who Gets Hurt? Fortune, April 1954, p. 210. 
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Where this is the case, there is not much competition between the domestic and 
foreign products. One or another is bought hardly with regard to price. But, if 
duties raise prices too much—and they certainly do at the 50 percent rate for a 
$5,000 instrument—the effect may be to price the foreign product out of reach 
while not bringing about a sale of an American product. 

It may even be that heavy duties reduce sales of domestic goods. Here ‘is 
why. A laboratory working on a limited budget and spending heavily for a 
high-dutied import would thus remain with fewer funds to spend on other 
instruments, including domestic products. 


D. New markets through imports 


Often overlooked is the fact that imports often create new markets on which 
American industry is able to capitalize and develop. There are two excellent 
examples of this kind. The ophthalmological instruments found in optome- 
trists’ and opticians’ offices were brought to the United States first by Zeiss, of 
Germany, and English firms. Today, these instruments are key items in the 
Bosche & Lomb and American Optical lines, both in the United States and for 
export. Even if the duty on these instruments were lowered the maximum per- 
missible, from 50 to 30 percent, there would be little effect on the market. 
Doctors naturally prefer buying instruments from American companies whose 
service organizations and salesmen are just around the corner. 

Cameras offer another example. The amateur candid type 35-millimeter 
camera sold in vast quantities in the United States today was introduced in 
this country by the Germans. Manufacturing these cameras in the United States 
is a big business today. Though tariffs have been reduced and imports are 
substantial, American industry keeps growing. Experience indicates that good 
imports lead ultimately to an expansion and strengthening of the American 
optical industry. 


ER. Exports 


Comparing exports with imports further attests to the strength of American 
industry. Precise information on imports and exports for the items of interest 
is not readily attainable. However, we have grouped census data such as to 
arrive at good comparative tabulation of exports and imports for optical instru- 
ments (roughly the equivalent of pars. 228 (a) and (b) of the tariff schedule) : 


Imports and exports in 1953 of optical instruments * 


(Thousands of dollars] 





Exports as 
Imports Exports percent of 
imports 


368. 9 1, 492. 9 | 404.6 
1, 439. 4 | 5, 451.4 | 378.8 
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1 228 (a): Import code No. 9150250, export code No. 919066. 228 (bh): Import code Nos, 9150299, 9159293, 
9150180, which cover the best part of this paragraph with the exception of a few minor items; export code 
Nos. 914950, 914960, 914988. 


Taken together, exports exceeded imports by nearly four times. Surely, if 
American industry were as weak and vulnerable to foreign competition as is 
often claimed, exports could not be substantial. The fact is that American 
goods find markets overseas readily even where they have no tariff advantage 
over foreign goods. The explanation is not to be found in prices but rather in 
the prestige and technical merits of American equipment. 


F, Summing up 


When dealing with complicated optical instruments, price and duty become 
less important in the choice between the foreign versus the domestic product. 
Taste and technological considerations become very important considerations. 
Higher duties thus can have these effects : 

1. They may make the foreign product too expensive, therefore denying 
Americans access to precious technology. When a lower priced domestic equiv- 
alent does not exist, as is often the case, high duties do not result in added sales 
by domestic industry. 
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2. The foreign product may be purchased but, because of its high-dutied price, 
fewer funds are available for domestic purchases. In this case the duty results 
in an actual decline in purchases of domestic products. 3 

Simply, duties can hurt imports without helping American industry. 


G. Special note on binoculars 


Domestic industry often cites the increase in imports of binoculars to indicate 
the increase in imports of optical instruments that could result from duty 
concessions. The experience with binoculars does not prove this point at all. 
Even before duty concessions there was a substantial demand for foreign-made 
binoculars. This came from Americans in the low- and medium-income groups. 
They could afford to pay $30 to $40 for an adequate import but not around $170 
for the domestic product. When duties were decreased even more Americans 
found it possible to purchase a binocular. The point is this: Imports did not 
displace high-priced American products; they simply created and supplied a new, 
low-priced market. 

One further observation on binoculars. Qualitatively, there is no comparing 
cheap foreign and expensive domestic made products. Quite rightly, American 
firms stress in their advertising the durability, quality, serviceability, and 
precision features of their instruments. No doubt they are better than the low- 
priced imports. But they are also too expensive for Americans to purchase. 


III. THE DEFENSE BASE AND AMERICAN INDUSTRY 


This is an emotionally charged issue, easily abused by domestic groups. 
A. The growth of American industry 


The United States optical industry before 1920 was virtually nonexistent. 
Developed under forced draft during World War I, the industry grew during 
the twenties and thirties. Nonetheless, it was outranked in size and technology 
by European industry between the wars. World War II changed the situation 
completely. An $8 million industry before the war, the value of production of 
the American optical instrument and lens industry in 1953 is estimated well 
over $125 million in 1954. Despite the falloff in military orders the order books 
of optical producers remain heavy, And, as Fortune said so well in speaking 
of Bausch & Lomb: 

“Also favorable to B. & L. is the fact that optics is a genuine growth industry; 
new equipment and new applications are turning up all the time. (See Optics: 
Sharper Than Ever, Fortune, August 1935.)’’ * 

In its annual report for 1953 the Scientific Apparatus Makers Association 
traces the growth of the industry, describes it as “phenomenal.” and predicts this 
growth will continue at a rate even greater than that for the national income 
because of the great growth in research. 

One example alone points this up. The Wall Street Journal of December 9 
reports that B. & L. production of stereomicroscopes (2 standard microseopes 
joined together to give 3-dimension views) will exceed $1 million this year, 
5 times prewar. These microscopes are used for inspection of minature com- 
ponents such as used in the electronics industry, another boom industry. 

No longer is it true that the future of the industry can be impaired by im- 
ports. Today, it is large, strong, growing rapidly enough to counter imports at 
every turn. Bausch & Lomb enjoyed sales of $51 million in 1953, and American 
Optical $71 million. 

B. Critical skills 

It is often alleged that one or another critical skill is in short supply here 
and would be lost if imports displaced domestic goods. This has been said 
about microscopes, binoculars, ete. What are the facts? Many of the instrn- 
ments under discussion from standard microscopes on up to the critical research 
instruments such as spectroscopes, refractometers, aerial cameras, etc., rely on 
important skills. But these skills are common to the group, not unique to a 
given instrument. And overall production of these instruments being so generally 
large today, these skills will continue to be available. Commenting on imports 
of binoculars, Fortune said: 

“Bausch & Lomb has most successfully met the threat of foreign competition 
by developing new products and improving old ones. Its binocular division, for 
example, is now marketing a new nonfogging telescopic rifle sight and a 60- 


3 Ibid. 
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inilimeter telescope half the size of earlier models that sells for less than half the 
former price. Bausch & Lomb also makes lenses for the polaroid land camera 
The basic skills used in making these products are essentially the same as those 
required for binocular assembly; thus war skills are preserved intact.” * 

It is also relevant to note that the time required for training workers has, 
apparently, been exaggerated. In testimony before the committee it was pointed 
out that skilled lens workers were trained in 6 months during the last war and 
that only 3 months would be necessary now. 


C. The spur of competition 


Imports are needed because they are the means for transmitting to the United 
States the important technical discoveries and know-how, many vital to national 
defense, that are developed abroad. Indeed, it would be foolhardly for the United 
States to cut itself off from foreign technology by raising insuperable barriers 
to imports. 

Fortune again: 

“What if B. & L. had absolute protection from foreign competition? Because 
of the industry’s defense role, Britain has banned practically all imports of 
optical equipment since the end of World War I. The result: Britain has lagged 
seriously behind the United States and Germany in optical development.” ° 


BD. Economy and competition 


The defense effort is limited by its cost. Imports permit more defense for 
the dollar by spurring competition and bringing about cuts in prices charged 
the Government. For example, until Galileo binocular microscopes were offered 
the Government, the two domestic suppliers repeatedly charged the Defense 
Department identical prices as high as $422.80. Under the spur of competition, 
United States prices have been dropped. The Government now pays around 
$350 and has actually paid less. Foreign competition alone has brought this 
about. 

Fortune once again: 

“The fact that an Italian firm, Officine Galileo, won some Government con- 
tracts, for example, persuaded Bausch & Lomb and American Optical to reduce 
their Government bids by 10 to 20 percent (they had been basing them on retail 
prices ).” 

Here, then, is a good explanation for the vigorous efforts of domestic industry 
to resist imports. Competition is not welcomed. It shows up the questionable 
bidding practices of domestic industry and also the inordinately high prices 
that have been charged for domestic goods. Government agencies are well 
aware of antitrust actions taken by the Government in the optical fields. 


EB. Military judgment 


Judgments regarding protection of the defense base are constantly made by 
defense officials. If protection of the defense base so requires, defense officials 
can refuse to buy foreign goods. Yet, defense officials have not, so far as we 
know, refused to buy foreign instruments for this reason. Where a weakness 
could exist in the defense base, such as in the manufacture of optical glass, 
stockpiling has been undertaken. Reports that the defense base is jeopardized 
by imports show a lack of confidence in the future of this industry that is belied 
by figures on growth, earnings, sales, and expansion plans. 


F. Security 


There is a substantial amount of military optical work which is security classi- 
fied. Foreign firms cannot bid on such work. Imports obviously do not impinge 
on the defense base in this area of work. 


Vv. TARIFF REDUCTIONS IN THE NATIONAL INTEREST 


We need not defend the proposition that an expansion of trade is in the 
national interest. This is an established matter of United States international 
policy expressed in statute. Moreover, the President has recently reaffirmed 
the determination of the administration to bring about an expansion of trade. 
Our remarks will therefore be confined to those considerations singularly appli- 
cable to the optical goods industry. 


‘Ibid., pp. 139 and 210. 
6 Thid., p. 210. 
¢ Ibid. 
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A reduction of tariffs should bring these positive benefits to the United States: 

1. Make possible the further import at reasonable prices of highly specialized 
foreign-made goods that often have no domestic equivalent. And, if past ex- 
perience holds, ultimately United States firms will benefit for they will begin 
production of such items once the market develops. 

2. Further the use of highly specialized foreign-made equipment in the growing 
and vast range of technical research. 

3. Make possible the carrying on of more medical and other scientific investi- 
gation. Research today is limited partially by the costs of equipment. If 
foreign equipment costs are occasionally lower, more research can be carried 
on with given sums available. 

4. Spur competition in a field that traditionally has been bound by restric- 
tionist trade practices. Competition is necessary both to limit prices and to 
spur technological progress. 


5. Further the defense effort by effecting economies for the Government in 
procurement of instruments. Moreover, the defense base would be strengthened 
through foreign technical developments adopted by American defense industry 
and the Military Establishment itself. 

It is our belief, therefore, that tariff reductions on optical instruments further 
the public interest and that, therefore, H. R. 1 is a bill that would strengthen 
the Nation. 

The CuHarrmMan. Our next witness is Mr. A. F. Metz. For the rec- 
ord, please give your natue, address, and the capacity in which you 
appear. 


STATEMENT OF A. F. METZ, CHAIRMAN OF THE BOARD AND CHIEF 
EXECUTIVE OFFICER, OKONITE CO. 


Mr. Merz. Mr. Chairman, my name is A. F. Metz, I am chairman of 
the board of the Okonite Co. of Passaic, N. J. I have been selected 
to represent the group of electrical manufacturers listed in the state- 
ment there under the title “Recommendations of Electrical Manufac- 
turers on Foreign Trade Policy,” which contains five pages of dis- 
cussion and recommendations with an appendix and documentation. 

Mr. Chairman, I would like, if I may, to introduce our presentation 
by directing your attention to four basic issues which I believe war- 
rant continued emphasis in your deliberations of H. R. 1. The first 
of these is constitutionality. The Constitution is now, and was, the 
greatest document ever drafted by man, and I am sure we have all at 
some time or another sworn to preserve, protect, and defend it. It 
originally encompassed a Federal Government of three balanced de- 
partments which we call checks and balances, but its genius, I think, 
lies only in the spirit in which it is accepted and respected. In this 
proper spirit it is as ageless as the Ten Commandments. Over the 
centuries lip service was given to constitutions in similar republics 
which has caused transfers of balance in duties of legislative and 
judicial departments to the executive department, resulting in dic- 
tatorships, the most recent being those of Hitler, Mussolini, and Stalin. 
Fortunately, we have had 130 years of indoctrination of constitutional 
government. However, I think that there is a slow tendency to med- 
dle with the division of the responsibilities, and I would like to call 
your attention to the third power of Congress which is called the com- 
merce clause. I think it is second to none in importance and I think 
it a our States into the greatest free trade area on the face of the 

lobe. 
7 This third power provides that Congress shall have the power to 
regulate foreign commerce, commerce among the States, and com- 
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merce with the Indian tribes. I do not suppose the commerce with 
Indian tribes amounts to very much today. However, I would like 
to call attention to the basketful of interpretations that we have had 
on interstate commerce. To say the least, during the last 25 years 
they have been very, very confusing, not only to me, but to some Con- 
gressmen that I know and very much so to our attorneys. As a matter 
of fact, should I ask them for an interpretation or opinion on inter- 
state commerce, they usually tell me to ask God. 

Foreign commerce seems to have been transferred pretty much to 
the State Department. In doing that, the State Department is prob- 
ably going to accumulate a lot of other functions, such as GATT. 
Perhaps it. might be necessary to transfer the Tariff Commission to 
the State Department. At any rate, we believe that commerce regu- 
lation is not the business of the State Department. We believe that 
our Congressman knows more about our business, knows our employ- 
ees, knows our staff, knows our place in the economy of the community, 
and in the Nation, and we like to feel that he has some control over 
a Tariff Commission which regulates foreign commerce. We there- 
fore urge no further dilution of the Breer to regulate commerce. 

The second point that I would like to direct your attention to is 
that of well-paid jobs. I have been associated with the administrative 
side of business for the last 45 years. Good-paying jobs are difficult 
to make. A product has to be selected, wage classifications and op- 
erations have to be designed, they have to be financed, and then we have 
to sell and we have to sell, and we have to sell. Prosperity itself only 
thrives on good jobs. Good jobs constitute these good markets that 
these foreign industries seem to want. On the other hand, there is 
no frustration greater than that of losing jobs. We have had a num- 
ber of guesses as to what free trade might do in the way of unemploy- 
ment. Apparently, most of these come from the Library of Congress. 
What they might know about our company, I do not know, but I am 
quite sure that your guess and my guess is just as good as theirs, and 
my guess is that we will have accelerated unemployment and de- 
teriorated investment. 

We do not see why the State Department should have eminent 
domain over jobs and good investment. 

I would also like to point out that these jobs are actually consumers. 
In some cases 1 job might be 4 or 5 consumers. And if we give pro- 
tection to low-wage foreign prices for 3 or more years, see what hap- 
pens. Without any question, a great many trades would be absorbed 
entirely by these foreign industries. In that case they have a pretty 
good grip on us and past experience in rubber, which at one time sold 
for $3 a pound, tin, which has sold for $2 a pound, coffee, which we 
have had some recent experience with, and copper, which is now 
gyrating, give you a few examples. We therefore urge you to give 
heed to any cause of unemployment in the United States. On the other 
hand, we would like to see programs that would give more good jobs 
on both sides of the ocean. 

The third item is defense, and I think we are at present sitting 
on a good many firecrackers, certainly now in Formosa. I believe 
that our defense requirements are mandatory and permit of no com- 
promise. Certainly we would not look to foreign sources for am- 
munition, for weapons, particularly where there are Communist 
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unions. What is necessary to make ammunition and weapons must 
be protected. Power equipment and communications equipment are 
necessary. Without them there would be no ammunition, no weapons. 
There has been some experience with foreign equipment in Canada, 
The failure of a generating station in Canada 1s going to take, has 
caused, repairs that are probably going to take over a year, whereas 
in this country the same type of restitution would probably only 
take 60 to 90 days. 

In South America during the war a great deal of communication 
and power equipment had to be cannibalized simply because they 
wanted to maintain the most strategic areas. We have, as you know, 
had many storm catastrophes here in the last 20 years and we feel 
pretty proud of the way the power and communications industries 
were able to get facilities back into order fairly rapidly. I believe 
we would be a sitting duck if radar or communications systems broke 
down during hostilities. Such weapons as guided missiles would be 
threatened with manufacturing delays and stoppages. Our military 
men prefer our equipment for both power and equipment. If “be- 
seech” is the strongest word I can use, I beseech you to completely 
protect defense industries. You can be absolutely positive that for- 
eign countries will not submit their defense plants to outside com- 

etition. 

. The fourth is an item which perhaps you gentlemen might not bump 
into, or might not have had experience with. I had 30 years of for- 
eign business contact and I have noted that for many centuries older 
countries, and particularly those with colonial experience, have had 
remarkable diploaatic business teams; that is my own expression for 
it. My contacts with these have left me with nothing but admiration 
for their capabilities, for their loyalty, if you will, to their own indus- 
tries and their amazing bargaining facility and strategy. They are 
experts with phrases, such as Trade, Not Aid. “Must deal with the 
Iron Curtain countries if the United States won’t buy all our excess.” 
“Our economy can only be lifted if we export to the United States.” 
And they have many others. They asked for 4 years of Marshall aid. 
It was not long though, before they created trade, not aid, because 
they thought that possibly they were not going to get more than 4 years 
of the Marshall plan. As a matter of fact, I listened to Mr. Stassen 
last night, and I think he is going to be mad at you gentlemen if you 
do not continue his department. The cartel policies of these foreign 
industries do not embrace incentives for employee earnings. As a 
matter of fact, they actually cause communistic unions. They use 
our dollars like we use Fort Knox for their joint monetary system and 
working capital, and I am not criticizing that because I think they 
do a good job, but I do think that this has a tendency for them to 
resist spending these dollars in this country. They are jolly lads to 
meet over cognac, or a spot of tea, but if you are bargaining, I would 
suggest that we use some two-fisted Yankee horse traders who are 
faithful to our industries. Any stipulations for any concessions 
should include opening their doors as wide as ours and most im- 
portant, that they go to work on their own markets and wages. 

Those are the four points, Mr. Chairman, that IT would like to have 
emphasized. As I go through our recommendations, I think I can 
save you a lot of time and patience, by eliminating some of the briefs. 
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These recommendations are those of some electrical manufacturers 
on foreign trade policy, as listed on pages 6, 7, 8, and 9 of the brief, and 
represent over $3,330 million in annual sales, and having more than 

235,000 employees. 

There exists considerable div ergence of opinion on a proper foreign- 
trade policy for the United States, A widespread lack of know ledge 
is evident as to the impact of free trade on specific industries which 
definitely indicates that each industry’s products must be considered 
individually. We hope that our contribution will be considered con- 
structive in speaking as members of the electrical manufacturing 
industry which is the sine qua non of all industries requiring either 
electric power or communication. 

I think there is a good deal of repetition, Mr. Chairman, as to what 
is On page 2 and if it becomes part of the record, I think we can 
probably skip it, with your permission. We might go right to the 
recommendations that start on page 3. It is, therefore, quite obvious 
that the enormity of the problem does not permit of final solution in 
any one session of Congress but rather that necessary policies be laid 
down for continuing legislative survey and action. It is respectfully 
recommended that (1) a careful analysis be made of those products 
which are absolutely necessary for defense, security, and welfare, and 
action be taken to protect them completely. Manufacturers of elec- 
trical power and communication equipment are in this category. 

(2) Encourage the import of those items which are not in competi- 
tion with existing industries in the United States and especially those 
which constitute a necessary raw material for the manufacturer of our 
industrial and defense products. 

To say that the United States maintains overall substantially high 

tariffs does not reflect the facts. World comparison shows us to be 
eighth from the lowest in a list of 43 countries. We have an average 
rate of 5.1 percent in a range from 1.6 percent to 46.3 percent. Inci- 
dentally, in our own industry I believe that rates somewhere to around 
81% to 17 percent. C ertainly we are giving foreign industry plenty 
of opportunity to export into this country with such a low average 
tariff. 

(3) After protecting essential industries, place equitable tariffs and 
quotas on Seams not necessary for defense but subject to substantial 
foreign competition of substandard elements of cost which cannot 
be offset by mass-production technique. Obviously, if we have no 
mass markets, there can be no mass production. We certainly would 
not expect to maintain our own economy and at the same time provide 
anything like an unlimited market for English, German, Swiss, Jap- 
anese and other foreign industries. The satellite countries which 
were a large share of the market of those industries cannot possibly 
be replaced by us. Therefore, any trade concessions which we make 
must be limited and such limitations must have proper relation to our 
multilateral trade balance. Certainly, no one can say how much of 
our markets would go to foreign manufacturers without a reasonable 
tariff. Any such statement is 100 percent guesswork. Our markets are 
lush compared with any other country and are bound to attract. an 
increasing volume of uncontrolled imports. 

(4) Make every effort to furnish our marketing and selling tech- 
niques to other countries which have too much productive capacity. 


57600—55—pt. 2——43 
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All people want more and more products. This demand can only be- 
come activated by concentrated we financing, and producing, 
in that order. The facilities for these functions which are used in 
the United States are many; such as, competent advertising and mar- 
keting staffs, installment credit, higher incentive wages, opportunities 
for all employees, equity capital, machine tools, et cetera. Even in 
Europe, with more than 200 million people (who are aware of ad- 
vanced standards of living) they have not commenced to realize the 
market potential. Certainly there is a great spread between their 
per capita consumption and ours. A very index is the per 
capita use of electricity. The following schedule indicates those 
countries which need aggressive marketing techniques: 

Per capita consumption 


of electrical energy 
(kilowatt-hours) 


Willted) Mbatego iol ds i ee ee 2, 984 
Sinetenil no bic $e cca seal cies ocd bbe beaten *2, 905 
EI TNT sca ceases hong bitch ek eb tid deeded ande Cabos sng teenies 12, 425 
UWrnted eeet a ee ened 1, 048 
France 


1 These countries lack fuel supplies and their consumption of electrical energy for pur- 
poses where others use gas, oil, and coal magnifies their general use of electrical energy. 


I might say that if the electrical appliance industry saw such open- 
ing for markets such as that we would probably make the Fuller 
brush man look like he was in the kindergarten. 

The introduction of our marketing techniques can be accelerated by 
making it attractive for United States capital to invest in foreign 
industries. 

(5) Inasmuch as expansion of total international trade seems to 
be the desirable goal, we must create the atmosphere in which such 
expanded trade can exist. Our own domestic trade area consists of 
48 individual federated States with the same money standard, with 
no tariff barriers, and with directly comparable conditions of com- 
petition. How can we provide these same conditions in those areas 
which have lower per capita consumption than ours and/or which 
want to trade in our market? If increased international trade is 
only possible with the satisfactory basic elements of suitable money 
standards, equal competitive conditions, and the elimination of other 
trade barriers, anything we do in such emotional efforts as unlimited 
“trade not aid” will be expensive, temporary, and to no avail. We 
must, therefore, point our efforts toward duplicating in world trade 
i same commercial atmosphere that now exists between our own 

tates. 

(6) Provide the means by which necessary protection of industry 
can be had as we proceed to find the proper solutions toward ultimate 
expansion of international trade. Our Tariff Commission should be 
given what strength is necessary to carry on a policy which can aim 
for better international trade while protecting defense and welfare. 

These recommendations are presented after reviewing many objec- 
tive studies, which I have listed and I will not bother to read. 

The Cuatrman. Does that complete your statement ? 

Mr. Merz. Not yet,sir. I havea half page more. 

The careful analysis and statistical data which have gone into 


these works make them necessary reference material for any discus- 
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sion of this subject. Their factual integrity is inherent, of course, in 
their authorship which is greatly respec ted. 

An area for immediate attention: There has been much debate by 
those who hope to achieve increased international trade in a hurry 
versus those who see immediate danger signals. The minority report 
of the Randall Commission plainly indicates the danger of hasty 
conclusions. 

While mass production industries and those in special fields such 
as publications, do not see any material foreign competition in their 
own field as yet, there are many industries w hich are feeling enough 
of the impact of such competition to really become anxious. They are 
the industries which need your attention. 

The following companies in the electrical manufacturing industry 
have joined in presenting this statement in an effort to solicit your 
attention to the desirable protection of their markets. Because of the 
greater use of labor in their products as against mass-production 
items, every additional man that might be added in a mass-production 
industry because of increased foreign business, would probably cost 
two men in these electrical manufacturing companies who would no 
longer receive tariff protection. We are vitally concerned with jobs 
because jobs furnish the markets for both mass-produced items and 
all other products. We are also vitally concerned with the probable 
decline of continuing research which has had to be compatible with 
our remarkable growth. 

Mr. Chairman, there are one or two things which T would like to 
present to you which will take but a few minutes. In the testimony 
of Mr. Price, of W estinghouse, I understood that there was a state- 
ment which read like this, that there was a report of the Federal 
Trade Commission which showed that the electrical industry, equip- 
ment and supplies—I suppose that means the business of the electrical 
machinery equipment and supplies, had a rate of return on stock- 
holders investment after taxes in 1950 of 21.2 percent; 1951, 15.2 per- 
cent; and 1952, 14.2 percent. I am not too sure whether anything was 
said about 1953. I think those figures would bear some checking be- 
cause I have our own industry figures here which indicate that the 
return on net worth in 1952 was 11.5 percent and in 19538, 10 percent, 
and I would like to state that as an accountant by profession in ad- 
ministrating business, when return on net worth does not get up to 
pretty nearly 12 percent to take care of your dividends and your 
emergencies, an periods of inflation when you have to buy machinery, 
and your reserves are not sufficient, all of those things make it highly 
desirable that somewhere near 12 percent be earned on net worth. WwW e 
consider it a danger point for. our business to go below that. Actually, 
the profits after taxes, as a percentage of sales in 1952 were 3.7 per- 

cent and in 1953, 3.3 percent; that was after having paid Uncle Sam 
5.9 percent in 1952 and 4.6 percent in 1953. 

There is another quotation that I would like to make from a work 
by Mr. Samuel Loubell, which I am pretty sure will be shortly on the 
market. It is known as the Revolution in World Trade. I think you 
will find Mr. Loubell a very respected economist and a man who has 
had a great deal of experience in foreign trade. He comes to three 
conclusions, one of which I would like to read. 


First, the current agitation over the American tariff has become a major 
Abst: acle to formulating an effective foreign economic policy. In their anxiety 
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to sell the American public a liberal trade viewpoint, the low-tariff advocates 
have made our tariff policy a virtual scapegoat for the world’s economic troubles, 
despite the fact that these difficulties are not caused by our tariff, nor could they 
be solved or even appreciably eased by any conceivable tariff action we might 
take in present world conditions. In fact, the tariff issue seems to have become 
a sentimental symbol which is invoked in nostalgic yearning for an age that has 
gone and as a substitute for thinking up the harsher realities of a world we 
cannot escape. If liberal world trade advocates persist in making the tariff 
reduction the cornerstone of their dream castle, they invite a disillusionment 
which will stimulate the forces of economic nationalism, both in this country 


and abroad. 

Mr. Chairman, we would like to say we are very much impressed 
with the President’s preface to his request for a reduction of tariffs. 
However, we do feel that tariffs is the least important and we would 
like to give you our classification of the various subjects mentioned 
in what we consider the order of importance. 

The first is this matter of technical cooperation. Iam not thinking 
of technicians as engineers, per se, I am thinking of the kind of tech- 
nicians we have in our marketing processes, I am thinking of the kind 
of technicians that we have in our personnel departments who know 
something about increased productivity and how that can be made to 
redound to the wage-earning capacity of the employee. 

We think that No. 2 should the matter of convertibility. We 
think that No. 3 should be the matter of customs administration and 
procedure ; that No. 4 should be the United States investment abroad ; 
that No. 5 should concern itself with international travel; No. 6, trade 
fairs; and No. 7, agriculture. 

As you can see, we have little hope that any reduction of tariff would 
be a constructive move and that it undoubtedly would be injurious 
to the defense and security of this country. That is all, Mr. Chair- 
man. I thank you very, very much for your patience. 

The Crairn. 1n. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? 

Mr. Srupson. Mr. Chairman? 

The Cuatmman. Mr. Simpson, or Pennsylvania, will inquire. 

Mr. Stmpson. That list you gave us at the end of your statement 
as to the order of the seven steps we might take and your evaluation 
of their importance, is revealing. I do not necessarily agree with 
the order, but I know that you leave off entirely the matter of tariff 
reduction. 

Mr. Merz. Well, I tried to express ourselves as thinking the tariff 
reduction was not going to be of much help in generating the kind of 
free trade we think is possible. 

Mr. Srvpson. I agree with you, but the whole gist, the whole argu- 
ment, presented to this committee by those who come and sponsor 
H. R. 1, I think I am fair, adds up to statements on their part to the 
effect that if we adopt this bill aad among other things give the Presi- 
dent increased power and do cut the tariffs by those three 5-percentage 
points we are led to believe, and the country is being led to believe that 
we are going to solve this matter of international trade in a way which 
is enelicial to us and to the foreign nation. In other words, we are 
going to have real reciprocity. Do you agree with that ? 

Mr. Merz. Decidedly not, Mr. Congressman. I certainly am con- 
fused to understand how we could possibly get any kind of balance 
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in trade that was good for this country, and good for the other coun- 
try. For instance, the advocates suggest to me, at least this is what I 
get out of it, that ae we need to export $1 million worth of auto- 
mobiles, or $1 million worth or soap or cameras, or whatever these 
boys are anxious to export which contain only 10 percent labor and 
that we import products in the same amount of $1 million, which con- 
tain 50 percent of labor. Now, what do we do with the difference of 
40 percent in labor which is lost in this country? Do we put it on the 
dole? Do we make freeloaders out of decent wage earners, or are we 
going to find some way to pay the cost of these plants that are shut 
down? Are we going to risk the defense equipment at the expense of 
security? Iam confused by the logic of the position. 

Mr. Simpson. If at one time back in the thirties our tariff rates 
were too high and were the basis for tradeoffs and Yankee trading 
and negotiations abroad to get concessions comparable to the conces- 
sions that we made by reducing our duties, that is all water under the 
bridge ? 

Mr. Merz. Yes, sir. 

Mr. Stwpson. And the net result at the moment is that we have 
materially, properly in many instances, reduced our tariffs, but the 
other countries have as many effective restrictions upon free trade as 
they had in that day? 

Mr. Merz. I quite agree. 

Mr. Srupson. So it seems foolish to expect this bill with very minor 
concession possibilities, it seems very foolish to think that we can get 
these foreign countries to surrender today those concessions, those re- 
strictions, which they have increased over the last 20 years, in the face 
of our repealing concessions ? 

Mr. Merz. I think you are quite right. 

Mr. Stupson. Which leads me to ask you, What is the purpose of 
this bill? 

Mr. Merz. Well, that is a poser. 

Mr. Stmpson. Is it perhaps to provide a foundation for an interna- 
tional organization for which the Congress will surrender the author- 
ity which we have by the Constitution, and let that group act for Con- 
gress in the future / 

Mr. Merz. Well, it seems to me, actually, as if it is initiated as 
another means to take what was done by our Marshall plan. 1 think 
that until we take up and settle the various items that are mentioned 
in the President’s preface here, until we satisfactorily handle those, 
that we are going to have a continuation of requests for Marshall aid, 
for trade not aid. I do not know what it will be after that, but I ara 
sure you will get one. 

Mr. Stmpson. You mean the purpose of this bill is to provide a 
political arm to international policies ¢ 

Mr. Merz. Well, it seems to me to do so. I do not profess to be a 
professional at reading these bills. It certainly seems to me that it is 
something that is not going to do very much good to take a nominal 
reduction of tariffs, which ave already very close to nominal. 

Mr. Simpson. Lf it is for the purpose of accomplishing political pur- 
oses internationally and envisages injury and harm to our economy 
ere as a price for those political purposes, and I think that is the 
reason for the bill, then may I suggest that the burden should not fall 
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upon individual industries or individual workmen who lose their jobs. 
Rather, it should be solved in some other manner by the entire economy 
bearing the cost as it did in the Marshall plan. 

Mr. Merz. I certainly can agree with that, Congressman. [ cer- 
tainly hate to see that kind of cost, that kind of individuai cost, used to 
pay for a political advantage. 

r. Srmeson. Just one other pan and I will be through. You 
mentioned national defense and the gentleman preceding you did and 
I think, at least one of you, said in conversations with members high in 
in the defense setup, or in the Office of Defense Mobilization that it 
was impressed upon them that the optical industry, electrical indus- 
try, were vital to our national welfare in time of war, and soon. I 
just point out that those individuals, whoever they are, do not come 
to Congress and tell us those things. I wish somebody would quote 
them and tell us who they are. 

Mr. Merz. I, myself, have not been one of those in our industry who 
have made pleas to have what we call our defense products protected. 
However, I do know that there is continued activity to have our prod- 
ucts placed on the list of defense items. 

Mr. Stwpson. Well, I do not disagree with that, but there were gen- 
tlemen testifying as to how industries were extremely critical and they 
were talking about people in the defense setup who agreed with them. 
The gentleman testifying before you talked ala the highly technical 
optical industry in this country, which might be eliminated. I should 
have asked him, but I think he said he talked with people who agreed 
as to the seriousness of that. 

Mr. Merz. I will be glad, Mr. Congressman, to see if I cannot find 
the names of those people and let you have them. 

Mr. Srmpson. I would like to have them and recommend that they 
be called before the committee. 

Mr. Merz. I will proceed to do that, sir. 

The Carman. Of course, you are aware that the Secretary of 
en Mr. Wilson, appeared before the committee in support of this 

ill? 

Mr. Merz. I am, sir. 

The CuHamman. We thank you for your appearance and the infor- 
mation given the committee. 

Mr. Merz. Thank you, gentlemen. 

The CHarman. We regret exceedingly that our very able and dis- 
tinguished colleague, Mr. Forand of Rhode Island, is unavoidably ab- 
sent because of illness. I am sure that he would like saaesiliy to 


be present during the appearance of the witnesses representing the 
jewelry and silversmiths industry. 

The next witness on the calendar is Mr. George R. Frankovich. For 
the record, please give your name, address, and the capacity in which 
you appear. 
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STATEMENT OF GEORGE R. FRANKOVICH, EXECUTIVE SECRETARY, 
NEW ENGLAND MANUFACTURING JEWELERS’ & SILVERSMITHS’ 
ASSOCIATION 


Mr. Frankovicu. My name is George R. Frankovich. I am the 
executive secretary of the New England Manufacturing Jewelers’ and 
Silversmiths ’Association, whose offices are in Providence, R. I. This 
association functions for the general welfare of what is known as the 
low-and-medium-priced jewelry industry. 

Mr. Chairman, 1n the interests of saving time, I would like to have 
five exhibits included in my statement. 

The Cuarrman. Without objection, so ordered. 

(The information referred to is as follows :) 


ANNUAL IMPORTS 
LOWi- AND MEDIUM-PRICED JEWELRY AND PARTS 


All Low & Medium Priced 
Jewelry & Parts 


Finished 
Jewelry 
’ 
7 
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COUNTRIES OF ORIGIN 
LOW- AND MEDIUM-PRICED JEWELRY AND PARTS 


$ Mindiege All Countries 


Wh 
13 
12 
il 


10 





+ Czechoslovakia 


- 
ee 


Exuisir A 


[From Women’s Wear Daily, Friday, January 21, 1955] 
DECEMBER Exports TREBLED BY JAPAN 


Tokyo Bureau 


Tokyo, January 20.—Exports of costume jewelry in December were three times 
larger than “normal,” the manufacturers’ association reports. This reflects 





TRADE 


AGREEMENTS 


EXTENSION 


2041 


the sudden surge in world demand for artificial pearls and beads, as previously 


reported in these columns. 


The industry shipped almost $500,000 worth of imitation pearls and about 
$275,000 worth of beads in that month, out of a total of around $1 million. 


The industry’s shipments for all of 1954 were valued at over $5.5 
gain of about 10 percent over 1953, it is reported. 
accounted for half, but were just barely even with 1953. 


end spurt brought the total up. 


Exutsit B 


million, a 


Of this, imitation pearls 
Only the sudden year- 
Sales of beads, however, gained about one-third 
over 1953, and were valued at around $1.3 million last year. 


COMPARISON OF DoMESTIC VERSUS FOREIGN (JAPANESE) JEWELRY PRODUCTS 


(Actual samples submitted to Tariff Commission during 1954) 


Expansion bracelets of brass. 
products. 
States, after domestic line appeared. 


DECORATIVE EY PANSION BRACELETS 


Item No. 1. Brass, gold-colored, exact copy --------| 

Item No. 2. Two pairs chromium plated on brass, | 
quality appearance similar, size exactly the 
same. 

Item No. 3. Brass with colored plastic insets, all | 
but color and design of inset is exact copy. 


IMITATION PEARL BEADS 


{tem No. 4. 8 millimeter imitation pearl linked 
beads, price to assembler. 

Item No. 5. 6 millimeter imitation pearl linked 
beads, price to assembler. 

Item No. 6. Pearl necklaces, glass beads, good 
quality, single strand, wholesale. 

Item No. 7. Imitation pearl necklace. -_-...- 


Item No. 8. Iridescent, 4-strand necklace, ala- 
baster base pearl. 


MANIPULATED PEARL JEWELRY 


Item No. 9. Imitation pearl shower drop earring, 
brass finding. 


CIGARETTE LIGHTERS 


Item No. 10. Miniature lighter, brass, called golden 
wheel. 

(Providence, R. I., plant invested $17,000 in 
tool, employed 75 persons on lighter in October 
1950. Wholesale price $7.20 per dozen. Costs, 
material and direct labor only, $4.85 per dozen. 
Summer of 1951 Japanese exact copy appeared 
and sold for $0.79 retail; 3 months later, all 
domestic sales stopped. Plant now out of 


..| Plastic base 





business.) 
NOVELTY JEWELRY 


Item No. 11. Space pilot wings, toy compass in 
center. Foreign item almost exact copy. 
(Domestic item offered for sale by Provi- 
dence, R. I., plant June 1952, total 6 months’ 
sales—$2,500 gross. January 1953 Japanese 
copy appeared. By March domestic sales 
stopped. Efforts to enforce trademark and 
copyrights useless. Estimated loss of sales, | 
$42,750; actual inventory loss, $3,630.) 





Domestic 


Retail $6 each_- 
Retail $6 each___-- 


Retail $8 each. --_____- 


$0.22 to $0.25 per foot 
$0.18 per foot 
SN CROcekdes ogc accnpe 


pearls, 

graduated, retail 
each. 

Retail $3.98 each - _- 


$0.98 


Wholesale $21.50 per gross | 


(direct material and labor 
cost $9.95 per gross, exclu- 
sive of overhead 
profit.) 


Retail $2 each 


Wholesale $17.10 per gross- 
Retail $0.25 each 


non- | 





and | 





Japanese products exact copies of domestic 
Took Japan about 9 months to copy, produce, and ship to United 


Japanese 


Retail $1 each. 


Retail $1 each. 


| Retail $1 each. 


$0.08 to $0.09 per foot. 


$0.0444 to $0.06 per foot 


$9 per gross (landed). 


Alabaster base, gradu- 
ated, retail $0.39 
each. 


| Retail $0.59 each. 


Wholesale 
gross. 


$9.50 per 


..| Retail $0.79 each. 


$6.80 per gross. 


| $0.10 each. 
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Exuisit C 


Comparison of the rates of jewelry production workers, United States versus foreign 
competitors 


United States: Bureau of Labor Statistics, U. 8S. Department of Labor, employ- 
ment and earnings, June 1954, $1.47 per hour. 


Germany: Wage contract for Pforzheim and Schwaebisch Gmuend effective 


- 1, 1953: skilled, male $0.39; female $0.31; unskilled, male $0.33; female 
- 


Source: Industrie, Gewerkschaft Metall, Stuttgart. 

(Converted to dollars, basis 1DM=$0.24). 

Austria: Report on Swarovski, Wattens, Tyrol, $0.22 to $0.48 per hour. 

(Converted to dollars, basis 1 Schilling= $0.04). 

Japan: Report of the Division of Foreign Labor, Bureau of Labor Statistics, 
U. 8S. Department of Labor, for 1953 average wages in the miscelaneous manu- 
facturing group (jewelry, sporting goods, toys, etc.), average 10,694 yen per 
month; $1.19 per day; about $.12 to .14 per hour. (For workers regularl 
employed in plant—often less for home piece work often performed by children.) 

(Converted to dollars, basis 360 yen=$1) 

Mr. Franxovicn. The products made by this industry are referred 
to as low- and medium-priced jewelry and allied articles, as distin- 
guished from jewelry of high karat gold and platinum, using diamonds 
and other precious stones, generally made in the New York-New Jersey 
area. 

The common articles of men’s and women’s jewelry are made of base 
metal often combined with precious metal. There are separate seg- 
ments of the industry that specialize in religious articles, emblematic 
and fraternal jewelry, watch attachments, pearl and bead jewelry, 
compacts, cigarette cases and lighters, and ornamental novelties of 
various types. Competition requires specialization that has resulted 
in a lack of versatility within the industry. This tendency is so 
marked that jewelry is often referred to as a federation of industries 
rather than a single industry. 

We do not come before this committee in either general support 
of or opposition to H. R. 1. The industry I represent has, through 
the years at numerous tariff hearings and on other occasions, indicated 
a general concurrence with the policy of Trade Not Aid and takes no 
stand in opposition to those general portions of H. R. 1 that would 
encourage freer world commerce. 

It does, however, strongly oppose any action that would tend to 
lump all of American industry into one mass for the purposes of 
tariff treatment, regardless of the effect. It voiced, therefore, opposi- 
tion to the implications of the Randall Commission Report on For- 
eign Economic Policy when it seemed to recommend that all tariffs, 
regardless of individual situations, be reduced to 50 percent of the 
1945 rates and that a 15-percent reduction should be made in all except 
situations of impossible rarity. _ 

In recommending these reductions, the report actually said: 

Any permanent or long-term delegation of tariff changing power by the Con- 
gress must be accompanied by adequate standards more specific than those which 


have accompanied the earlier delegations of such power for limited periods of 
time. 


A 3-year extension can come under the category of a long-term dele- 
gation. H. R. 1 appears to us to fail in providing those “additional 
standards” and provides instead only the untested peril-point proce- 
dure and the ineffective escape-clause action. 
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The majority report does furnish us with the key to a logical basis 
for separating domestic industry into categories that will provide the 
selectivity needed. It lists as one class of industry, those referred 
to as mass production industries which have low-unit labor costs as 
compared with other countries, and where little or no problem exists 
with respect to imports. 

A second class of industry mentioned is one in which machinery 
and production facilities are similar to those of a competing foreign 
industry and where approximately the same number of man-hours 
goes into a unit of ae here and abroad. The report admits that 
some damage may be suffered by industries in this category. 

The third class of industry is the so-called handicraft type where 
machinery is a minor element. The report states: 

Here, quite obviously, with labor the major cost, imports can be not merely se- 
rious but destructive to the domestic industry without a tariff. 

We would not be among those listed as opposing this bill, had it 
required special provisions prior to.reducing tariffs in the second and 
third categories listed above, along the lines submitted in the minority 
report of the Randall Commission : 

Any further reduction of any rate should be made on a selective basis, in- 
dustry by industry and commodity by commodity, after a careful analysis of 
the potential impact of such cuts on each industry and each segment of agricul- 
ture, their employees, and the communities in which they operate. 

The great inadequacy of H. R. 1 is in not recognizing these important 
distinctions and in not insuring a proper degree of selectivity in mak- 
ing tariff reductions. 

‘We submit, therefore, that much of the opposition to it would 
vanish without jeopardizing the bill’s broad proposals if additional 
standards were inserted to enforce this selectivity and exempt from 
further tariff cuts those industries which qualify. Domestic indus- 
tries which have a high labor cost factor, and are now subjected to 
significant foreign competition based on substantial wage differentials 
should suffer no additional tariff cuts if present tariffs are below the 

oint which would provide an equalization of the direct wage 
ifferential. 

While the so-called peril-point procedure hints that it may in some 
vague way recognize these factors, industries whose welfare is in 
jeopardy cannot be expected to depend on this untested, nonbinding 
procedure, which is vague to an extreme, to give proper recognition to 
the policy here advanced. We believe certain other considerations, 
some of which are said to be a part of peril-point proceedings, should 
also be compelled by law as a consideration of this selectivity. They 
are: (a) The trend of imports under present tariffs, (6) their effect on 
the selected industries, and (c) of major importance, the effect of fur- 
ther tariff reductions on areas and labor groups. 

The record of escape-clause actions proves its inadequacy in correct- 
ing errors in judgment made in peril-point findings. 

if incorporated into H. R. 1, such considerations would, we believe, 
adequately provide those additional standards recommended by the 
Randall Commission as necessary before Congress delegates more of 
its “tariff changing power.” We would have, for the first time, a 
tariff policy that would work for freer world trade giving more than 
mere. verbal assurance, such as this committee received earlier in these 
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hearings, that unfair wage competition from abroad would not be 
tolerated. It would have a minimum adverse effect on the psychologi- 
cal advantages of the act described by the Secretary of State and yet 
would provide many small nonmass production industries with a 
tariff policy that would stabilize their foreign-trade activities to a de- 
gree unknown in the past two decades. 

The low- and medium-priced jewelry industry is typical of that 
group of small-business industries which considers the lack of selec- 
tivity of H. R. 1 as a virtual sword of Damocles hanging over them. 

We employ nearly 50,000 persons, and ship more than $200 million 
at manufacturer’s value annually. Nearly 75 percent of the indus- 
try is found within 20 miles of Providence. It is the second-ranking 
industrial employer of the State of Rhode Island. Approximately 
one-third of the people of Providence depend solely on this industry 
for their livelihood as do entire communities in southeastern Massa- 
chusetts. When we consider that the textile and lace industry, whose 
tariff problems are nearly identical to ours, is the principal industria] 
employer of this area, I doubt that there is any region in the country 
more affected by the prospect of further tariff reductions. 

Our products are generally of a high-fashion nature. For this 
reason, long-range sales predictions and the expensive tooling that 
permit other industries to utilize labor-saving mass production tech- 
niques are impossible. These circumstances have given this industry 
a high labor cost. factor, one in which hand and hand and machine 
labor predominate and wages ranging from 40 percent to 60 percent 
of manufacturing costs constitute an important portion of all costs. 
This is not due to a backwardness or inefficiency, but is inherent in 
the style and seasonal nature of jewelry. 

1938-39 figures show low- and medium-priced jewelry and parts 
imports at about $1 and one-half million a year. Since those postwar 
years, imports have risen steadily to nearly $15 million in 1953. The 
bulk of this phenomenal increase was in finished jewelry that rose dur- 
ing this time from about one-half million to more than $11 million 
(chart 1, p. 5). This rise matches, in timing and proportion, the 
rejuvenation and resurgence of the Japanese and German jewelry in- 
dustries, and coincides with the reductions made in jewelry tariffs, 
most of which are now at 50 percent of the 1945 rate. In 1953, nearly 
70 percent of our total imports originated in these 2 countries, with 
the Japanese responsible for nearly 50 percent (chart 2, p. 7). 

Computed on a unit basis, these figures actually represent over 15 
percent of the sales of all types of low- and medium-priced jewelry 
(exhibit A, p. 8). 

Price comparisons between the foreign and domestic products read- 
ily explain this fantastic increase. Japanese products are often 
landed, with duty paid, at 25 percent to 40 percent of the price of a 
similar domestic product. Imports from Germany, landed and duty 
paid, are sold at 50 percent to 60 percent of the domestic price (ex- 
hibit B, p. 9 and 10). 

A comparative study of the wages of our principal foreign com- 
petitors readily provides the basis for this extreme price differential. 
American jewelry production workers average about $1.47 an hour, 
German and Austrian about 32 cents an hour, Japanese workers in 
a shop, about 12 cents per hour; however, the jewelry industry is prin- 
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cipally a cottage industry in Japan—a home industry where house- 
wives and children receive but a fraction of the wages paid in shops 
(exhibit C, p. 11). Much of this competition, particularly in Japan, 
meets even the tortured definition of “unfair competition” given by 
the Randall Commission and others. It is characterized by sub- 
standard, nearly subhuman child labor and homework conditions 
banned by law in America, 

Some segments of this federation which we term the low- and 
medium-priced jewelry industry have been virtually untouched by im- 
ports; many are in an extremely precarious position and others have 
already been virtually wiped out. As an example of the effect that 
competition from imports from low-wage countries can have on some 
segments of the domestic jewelry industry in spite of the peril-point 
and escape-clause safeguards, let us examine briefly the pearl industry 
in this country. 

In 1947, it sold $13 million at the manufacturer’s level and em- 
ployed 3,000 persons. Japanese pearl imports were then $200,000 or, 
landed, constituted about 2 percent of the market. Japanese pearls 
and pearl jewelry now constitute over 60 percent of the domestic 
market and measured on a piece rather than a dollar basis, comprise 
over 85 percent of domestic production. 

At least a dozen plants are out of business ; employment is now down 
to less than 500 persons. Cigarette lighters, rhinestone, jewelry, 
watchbands, and several other segments are now fighting the losing 
battle with imports that the pear! industry has already lost. 

The export trend also mdicates the type of competition we face. 
Since 1946, exports of American low- and medium-priced jewelry 
dropped from $22 million to $10 million in 1953. There is every indi- 
‘ation that as Germany and Japan further develop their skills and 
facilities and continue to exploit their cost advantages made possible 
by substandard wage and working conditions, the downward trend 
will continue. 

In an effort to be constructive, our industry has made a study of 
jewelry costs and prices with a view to making recommendations on 
tariff adjustments that accurately correct the direct wage differentials 
existing between the United States, Germany, and Japan. Although 
we are subjected to competition which meets the Randall Commission’s 
definition of “unfair,” we reject as invalid any contention that wages 
are unfair only if they are below the general wage level of the country 
in which they are paid. Basing our study on the policy of equaliza- 
tion of wage costs, we conclude that a 114-percent tariff would be 
necessary for most jewelry items entertaining from Japan. Japanese 
products would still sell at from 30 percent to 60 percent of the price 
of comparable domestic items. But at least there would be hope that 
as Japan progresses, Japanese labor would rise proportionately from 
the coolie conditions that now prevail; that plant conditions would 
improve ; that wages would rise; and that homework would be elimi- 
nated as it has been by law here, thus raising costs to a level that would 
enable American industry to compete again on a fair basis. 

An 85-percent tariff on jewelry Sian aeion from Germany is es- 
sential to equalize direct wage costs. This would still permit German 
items to enter at prices 20 percent to 40 percent lower than American 
prices. 
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_It is self-evident from both the growing volume of imports and 
simple cost studies that present tariffs of 40 percent to 60 percent are 
= equate to furnish even a measure of equalization of direct wage 
costs. 

Summary: (1) To force further tariff reductions when those made 
recently have been untested under normal conditions of foreign com- 
petition smacks of foolhardiness. 

(2) When we can trace the wage differential as the major cause 
of an alarming increase in imports, such as we find in jewelry, then 
serious consideration should be given to the issue of whether the 
Government should force our industries and our workers to submit to 
more intensified competition with foreign producers operating under 
practices which in this country would be illegal and by decent Ameri- 
can standards—inhumane. The economic facts of fife dictate that 
such a policy must necessarily work toward the debasement or anni- 
hilation of the industry having the higher wage costs. 

Despite the fact that this committee has had numerous assurances 
by Cabinet members and others that the authority which Congress 
would delegate under this act would not be used in a manner that 
would work a hardship on any domestic industry, the Randall report, 
which furnished the basis for this piece of legislation, admitted there 
will undoubtedly be certain dislocations caused by tariff reductions. 

The problem before Congress is: Shall this assurance be accepted 
in the face of Randall Commission and industry findings to the con- 
trary? If these assurances are predicated on the incorporation of 
the escape-clause procedure with its dismal record for relief, and the 
untested peril-point procedure which is completely nonbinding on the 
President, then indeed the appeal for additional safeguards has merit. 

(4) This problem is of such import that proposals for Government 
subsidies to those affected industries are being seriously considered. 
Our general concurrence with the Trade Not Aid slogan, mentioned 
previously, forces us to reject this proposal on the basis that subsidy 
for American industry is the grosser of the two forms of aid, and 
where trade is an issue we will favor America every time. 

(5) We find a coincidence of circumstances in our community— 
which extends throughout and beyond the boundaries of an entire 
state—being almost entirely dependent on industries that logic dictates 
will be the most severely hurt by additional tariff reductions. We in 
New England are inclined to minimize those assurances by advocates 
of H. R. 1 in its present form that American industry and labor is 
resilient and versatile enough to absorb and disperse the tariff reduc- 
ing effects of this legislation and come bounding back with little 
injury. 

We therefore recommend that H. R. 1 be revised to temper the 
delegation of authority to reduce tariffs by requiring that it be done 
on a selective basis and that, by either amendments or a statement of 
congressional intent, this selectivity be spelled out to establish a stable 
yardstick for future tariff policy; one which would give adequate 
recognition to the protection of American working standards and to 
the problems of those industries and areas whose very existence is 
even now threatened by the cruelest t pe of business competition— 
competition based on the debasement of human standards and human 
values as reflected in manufacturing costs. 
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Thank you, sir. 

The CuarrmMan. Does that complete your statement ? 

Mr. Franxovicu. That does, sir. 

The Cuatrman. We thank you for your appearance and the infor- 
mation given the committee. 

Are tebe any questions ? 

Mr. Suwpson. Mr. Chairman? 

The CHarman. Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Stmmwpson. May I inquire, What, by way of relief, you think 
advisable? 

Mr. Franxovicn. We think, sir, that there should be required under 
the act many of the procedures that are spelled out in extremely 
vague terms under the peril procedure. 

r. Srapson. Would you make those new standards applicable to 
existing circumstances, too, or are you satisfied with the rates that are 
in existence now ? 

Mr. Franxkovicn. We are not satisfied with them, sir, but we have 
virtually given up doing anything about corrections with regard to 

em. 

Mr. Sreson. If we put through new standards in the future, 
would you want them to consider giving you relief? 

Mr. Franxovicnu. We certainly weelil 

Mr. Srmpson. I notice you say in your statement that in spite of the 
tariff which we have today, that goods imported from Japan after 
duty is paid come in at 25 to 40 percent of the price of a similar 
domestic product ? 

Mr. Franxovicn. That is right. 


Mr. Srwrpson. And from Germany, duty-paid, are sold at 50 to 60 
percent of the domestic price ? 

Mr. Franxovicn. Yes, sir. 

Mr. Stwpson. Con _ meet that competition ? 


Mr. Franxovicu. No, sir; but we are hopeful that these countries’ 
costs will increase as their mechanization increases and as their tech- 
nology increases. 

Mr. Srwreson. That is kind of wishful thinking. If they have to 
keep a low standard in order to break into our market and we just 
would make it Spare for them to get in, as we very often do, it sort 
of encourages them to keep a low standard; does it not? 

Mr. Franxovicn. Yes, sir. Let me say this, that the numerous 
occasions when segments of our industry have tried to insert an escape 
clause, they have had extremely discouraging results. 

Mr. Srrson. Then you do not subscribe to the belief that there are 
some industries in this country that ought to be traded off for political 
reasons ? 

Mr. Franxovicu. Definitely not. 

Mr. Stupson. You would not want your people to undergo a course 
of education and go into some business for which they are not trained ? 

Mr. Franxovicn. They could not do it in Rhode Island. The tex- 
tile industry is where they would have to go. 

Mr. Stupson. Of coursenot. Thank you. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

Mr. Franxovicn. Thank you, gentlemen. 
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The Cuairman. Next on the calendar is Mr. C. T. Nissen. For the 
record, please give your name, address, and the capacity in which 
you appear. 


STATEMENT OF C. T. NISSEN, EXECUTIVE VICE PRESIDENT, PRE- 
SENTING STATEMENT OF HORACE B. VAN DORN, CHAIRMAN, 
FOREIGN TRADE AND TARIFF COMMITTEE, LEAD PENCIL MANU- 
FACTURERS ASSOCIATION, INC. 


Mr. Nissen. I am Clyde T. Nissen, executive vice president of the 
Lead Pencil Manufacturers Association, New York City. With your 
indulgence, I have with me the chairman of our forei mn trade and 
tariff committee, whose statement this is, Mr. Horace B. Van Dorn, of 
the Joseph Dixon Crucible Co. He has been 46 years in this industry 
and he is more or less borrowing my eyes to read this statement. 

The CuHarrmMan. Weare happy to have you gentlemen present. You 
may proceed to read the statement. 

Mr. Nissen. It is the purpose of this statement to present the view- 
point of the lead-pencil-manufacturing industry relative to pending 
legislation which would permit further possible reductions in lead- 
pencil tariff rates. 

This statement is submitted by the Lead Pencil Manufacturers Asso- 
ciation, Inc., 60 East 42d Street, New York, N. Y., on behalf of the 
18 lead-pencil-manufacturing companies of the United States, com- 
prising 13 association member companies and 5 nonmember companies 
which have specifically approved of this statement. A full list of the 
participating companies is attached to this statement as exhibit A. 

For your further information, of these 18 companies, 6 are located 
in Tennessee, 6 are located in the Metropolitan New York-New Jersey 
area, 1 in Pennsylvania, 1 in Missouri, 1 in Kentucky, 1 in western 
New Jersey, and 2 in Connecticut. 


BACKGROUND OF INDUSTRY 


Nature of product: The lead-pencil-manufacturing industry is ap- 
preximately 100 years old in the United States. During this period 
the lead pencil has been the basic writing instrument ‘of education 
and industry at an economic, consistently low cost to users, in str iking 
contrast to the general price inflation seen in other consumer products. 

The lead pencil is a precision-made instrument, composed of up 
to 40 ingredients which are put through more than 125 operations 
to bring | to the public the writing tool w in which it is so familiar. 
Among. the better known ingredients are California incense cedar, 
sheet brass, crude and synthetic rubber, graphite, clay, waxes, ad- 
hesives, pigments, lacquers, and packaging materials. The industry 
is a substantial contributor, relative to its size, to the import trade 
through its foreign purchase of clay, graphite, rubber, waxes, and 
other raw materials. 

Makeup of industry: The lead-pencil-manufacturing industry is a 
small industry. The 18 manufacturers, who account for the entire 
production, range in size from firms employing less than 50 persons 
to those having upward of 500 employees. In total, the industry 
employed 5,433 persons as of January 1, 1954, and its payroll amounted 
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to $15,504,000 in 1953, representing 57.3 percent of the industry’s 
$27,024,000 sales during that year. 

The 18 manufacturers of-lead pencils in the United States have 
an investment in land, buildings, production equipment, and inven- 
tories in excess of $60 million. In 1953 the industry paid taxes of 
more than $2 million to Federal, State, and local agencies, aside from 
the taxes paid by its employees, and in 1954 ae at least an equal 
amount. 

Essentiality of product : Black and colored pencils are indispensable 
operating supplies for every branch of the Armed Forces and are es- 
sential to the maintenance of practically all functions and operations 
of cooperative life and business. They are required for the entire 
student population. They are indispensable in the pursuit of all 
trade and commerce, for the use of financial and insurance organiza- 
tions, for the operation of all transportation and communication serv- 
ices and systems and for public utilities, and by all operating depart- 
ments of the Federal, State, and local governments. 

Because production ‘of all machines, machine products, and con- 
struction of every type starts on the drawing boards, the lead pencil 
is a basic tool of the designer and draftsman in preparing his original 
sketches, finished drawings and blueprints. The products of the in- 
dustry are used not only in offices and drafting rooms, but bl: wk lead 
pencils, colored and copying pencils of many types are used in all 
factories for planning, supervising, and directing production, and 
for recording production data on which workers are rated and com- 
pensated., 

The wood-cased pencil is a product which meets all of the standards 
of essentiality laid down by the War Manpower Commission in World 
War II, except that it is not directly utilized for combat purposes. 
Ina large measure, it is almost like a machine tool: neither is used 
directly in combat, but both are essential to the manufacture of com- 
bat materials. Actually, huge quantities of pencils go into combat 
areas along with other small but indispensable items. 

A review of lead pencil import figures during the past 50 years will 
show clearly that in 1914 and 1940 this country and its allies were 
abruptly cut off from all foreign supplies of lead pencils. Had not 
American manufacturers been able to fill the critical need for general 
and special pencils required by all civilian, military, and industrial 
elements, a truly serious situation would have resulted. Maintenance 
of the pencil industry and its skills on a standby basis, to be activated 
only in time of war, is impossible. 


CURRENT DISTRESSED INDUSTRY CONDITIONS 


Competitive industry: The lead pencil manufacturing industry in 
the United States is a highly competitive, low-profit industry. Due 
to falling exports and other factor s, present production is consider- 
ably less than the industry’s capacity, which was enlarged to meet 
war and early postwar demands. This has resulted in intense compe- 
tition in the domestic market and a depressed price level. In spite 
of drastic cost increases, as will be shown later, lead pencils are still 
selling at the same retail prices of 2-for-5 cents, 5 cents and 10 cents, 
which our grandfathers paid 50 years ago for pencils that could not 
compare in quality with today’s product. 
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As a result of this, it is well to note that the rate of profit for the 
lead pencil industry in 1953, although sales volume increased, was 
below 1 percent of invested capital. This is in marked contrast to 
the average rate of profit for all manufacturing corporations in 1953, 
which was 10.4 percent, according to a Federal Trade Commission 
study. Figures for 1954 are not yet available, but they would show 
no improvement over 1953. 

Rising costs: During the last 20 years (1934-54), all elements of 
industry costs have increased substantially. A 1954 survey showed 
that wood costs are up by 189 percent, erasers by 103 percent, leads by 
180 percent, brass by 187 percent, packaging by 176 percent, and labor 
by 265 percent. Since the survey date, wood, rubber and brass costs 
have again risen. The industry’s cost increases from 1934 to the 
present time have far exceeded the 1930 tariff rate on imported lead 
pencils. The industry has barely managed to survive by improving 
its processes and equipment to the maximum possible extent. 

Falling production: The last official Bureau of the Census produc- 
tion figures for this industry, covering the year 1947, reveal that 10,- 
890,000 gross of pencils, having a manufacturers’ value of $31,181,000, 
were produced, of which 2,968,220 gross were exported. By 1953, 
industry grossage, according to industry records, had fallen to 9,472,- 
000, with a manufacturers’ value of $27,024,000, of which only 553,347 
gross were exported. 

The substantial decline of pencil exports in recent years has been 
a serious blow to the industry. Exports have fallen 81.3 percent 
between 1947 and 1954. Some of the industry’s most important ex- 
ort markets have been entirely lost to foreign manufacturers fol- 
Sead their postwar rehabilitation. Domestic manufacturers are un- 
able to compete pricewise in the few export markets still open to them 
because of the substantially lower cost advantages enjoyed by foreign 
producers. 

Exports and imports: Our industry is vulnerable to foreign com- 
petition, in both export and domestic markets. Because of the indus- 
try’s difficulties, caused by keen competition, distressed price levels, a 
production overcapacity, and the fact that exports have been dras- 
tically reduced, the industry is definitely at the peril point, or below, 
under present tariff rates. Any further reduction of lead pencil tariff 
rates would greatly increase pencil imports and destroy the domestic 
industry. Even under present rates, foreign manufacturers continue 
to increase their share of the American market. They do not need 
lower tariff rates to be effectively competitive in a normal, peacetime 
economy. 

The reasons for this are clear. Our domestic pencil products have 
no important differences in appearance or performance to shield them 
from being displaced by closely comparable imports. Foreign manu- 
facturers are equally mechanized and have equivalent know-how. 
Their production per man-hour is equal to ours. However, accord- 
ing to official Government figures, the average hourly earnings for 
individual workers in the United States is $1.78, while in Japan it is 
$0.19, and in Germany it is $0.44, and this substantial wage gap will 
probably increase as higher wage minimums are enacted. The effect 
of this tremendous disparity in wage rates can be judged by the fact 
that payroll represents over 57 percent of the industry’s dollar volume. 
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In 1932 and 1933, when the full tariff rate of 50 cents per gross and 
30 percent ad valorem was in effect, Japanese producers were able to 
flood the American market with cheap pencils. This created such a 
serious condition for our industry that the United States Tariff Com- 
mission, after an exhaustive study of the wood-cased lead pencil in- 
dustry, sent its report No. 91 (second series) to the President of the 
United States, with recommendations to give the industry relief from 
this foreign competition. Asa result of this study, the State Depart- 
ment negotiated an agreement fixing a quota restriction on the Jap- 
anese imports complained about. This relief was granted in recogni- 
tion of the distressed economic status of the pencil industry, shown by 
the conditions in the industry set forth in the Tariff Commission’s 
report. 

Since 1945, the ad valorem duty on lead pencils has been cut by 50 
percent. To further reduce these tariff rates would cause dire hard- 
ship to American lead pencil manufacturers. 

Conclusions: The lead pencil manufacturing industry of the United 
States: earnestly opposes legislative provisions that permit further 
reductions in import duties on pencils or pencil leads. The lead pencil 
industry is already at the peril point, and must have for survival at 
least the present tariff protection for the following reasons: 

(1) The ad valorem duty in all important classifications has already 
been reduced the full 50 percent permitted under existing law. 

The specific rate of 50 percent per gross is now threatened. 

(2) The industry’s products are articles of prime essentiality and 
of strategic necessity. 

(3) Since the industry is in serious difficulty because of rising costs, 
loss of exports, and a depressed price level resulting from intense 
domestic competition, it is clear that a large influx of foreign pencils, 
which would inevitably follow a further reduction in duty, would be 
fatal to American manufacturers. 

(4) The American pencil industry cannot convert its main pro- 
ductive facilities into the manufacture of any other product; its 
machinery can be used only to make pencils. 

(5) The total dollar volume of the American pencil industry is so 
small that if foreign-made pencils captured the entire domestic market 
the resulting benefit to international trade would be insignificant, yet 
American workers would lose wages in excess of $15 million each year, 
Government would lose annual industry taxes of more than $2 million, 
and a century-old industry, essential to the Nation in time of war and 
peace, would be destroyed. 

(6) So long as our domestic market is protected by a reasonable, 
competitive tariff, the sale of lead pencils in the United States, as 
shown by past records, will rise and fall according to general business 
activity. This industry does not wish its domestic market to be cur- 
tailed _ unemployment and business depression brought about by 
reducing tariffs that now protect many other industries vulnerable to 
foreign competition, which industries, we understand, employ more 
pat gs this country than industries whose productivity or special 
nature is such as to make them independent of foreign competition. 

The Cuarrman. Does that complete your statement ? 

Mr. Nissen. It does, sir. 

The CuHarrman. We thank you for your appearance and the infor- 
mation given the committee. 
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Are there any questions / 
We thank you, sir. 
Mr. Nissen. Thank you, gentlemen. 

The CHarrman. The committee will now recess until 1:30 this 
afternoon. 


(Whereupon, at 12:30 p. m. the committee recessed, to reconvene 
at 1:30 p.m. of the same day.) 


Apparently not. 


AFTERNOON SESSION 


The CHamrmaNn. The committee will please be in order. 

The next witness appearing on the calendar is Mr. Burwell B. Smith. 
Is Mr. Smith here? 

Mr. Smiru. Yes, sir. 

The Cuarkman. Come forward, please, sir. Please give your name, 
address, and capacity in which you appear, for the record. 


STATEMENT OF BURWELL B. SMITH, VICE PRESIDENT, S. MORGAN 
SMITH CO., YORK, PA. 


Mr. Smirn. My name is Burwell B. Smith. I live in York, Pa., 
and I am vice president of the S. Morgan Smith Co. of that com- 
munity. My testimony isas follows: 

Gentlemen of the committee, I represent the S. Morgan Smith Co. 
of York, Pa., which for 77 years has been a manufacturer of hydraulic 
turbines, a highly specialized product individually designed to meet 
the peculiar 1 requirements of each power development. Standardiza- 
tion of product is impossible for our industry. Therefore we are 
unable to utilize labor-saving techniques such as those commonly em- 
ployed in mass production industries. 

Until 1954, 15 to 20 percent of our total sales were for export— 
almost entirely South and Central America. However, because of 
foreign competition resulting from their lower labor standards and 
the reequipping, since the war, of European manufacturers with 
modern machine tools largely paid for under the foreign aid program 
of the United States, we have been virtually driven from the export 
market. In this connection I wish to make it clear that I do not take 
issue with the foreign aid program. That is not the point of my 
statement here today. I am merely referring to it as something which 
affects our industry. 

The crucial point for us is that we can no longer compete in the 
presently limited domestic market because, following the cut in our 
tariff protection from 30 percent to 15 percent, the price differential 
protection of the Buy American Act has been reduced by the Execu- 
tive order of December 17, 1954, from 25 percent to 6 percent. Con- 
sequently, when our foreign competitors desire to quote prices here 
which are comparable to the prices that they now offer in other 
world markets there will be no way for us to stay in business. 

The hydraulic turbine industry in the United States has had to 
depend largely upon our Government for its market. From 1933 to 
1953 Government purchases of hydraulic turbines accounted for ap- 
proximately 75 percent of our sales of equipment of this type. There- 
fore, it is not a matter of whether or not there is a further tariff reduc- 
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tion of 5 percent per annum over the next 3 years, as has been proposed 
in connection with the extension of the reciprocal trade agreements. 
The continuation of the present 15 percent tariff is not a solution to 
our problem, and I am not here to fight for or against the extension 
of the reciprocal trade agreements, or for or against the proposed 
additional tariff reduction of 5 percent per annum, for even without 
that we are already dying as an industry because we have no fair 
basis on which to compete. 

L want to make that point clear so that there is no misunderstanding 
as to the purpose of my appearance. 

On all sales to the United States Government, the major purchaser 
of hydraulic turbines in this country, American companies are re- 
quired to comply with contractual obligations established by our 
Government. On the other hand, foreign manufacturers are relieved 
of these obligations and so enjoy many advantages in bidding against 
us. 

I wish particularly to point out some of these advantages : 

1. Differentials in labor rates are a vital factor in the manufacture 
of hydraulic turbines since, as I mentioned earlier, they cannot be 
mass produced. Labor thus accounts for at least 50 percent of our 
total costs. 

The July 1954 average labor rate for the hydraulic turbine in- 
aeisity as computed by the United States Department of Labor was 
$1.962 per hour, which is substantially more than three times higher 
than the average paid by European manufacturers, and as I gave 
you the labor differentials you will see that it is ine redibly higher than 
the Japanese average. The following tabulation, based on percent- 
ages, makes my point self-evident. C sing the United States as 100 
percent, I will now list, in percentages, the labor rate differentials of 

various foreign countries: 
Percent Percent 
CE RU tenes eeewens 100 | Switzerland ann ae 
33 | Germany 22 


38 Netherlands___________- ibs 20.7 

30.9 19.6 

7 28 a 9.9 

American manufacturers must also pay the premiums for over- 

tines equired by law, as well as the social security taxes, holiday pay, 

pensions, insurance, et cetera, which are customary in the United 

States. In the case of our company this amounts to approximately 
53 cents per hour. 

4. American firms, if they wish to secure the presently limited pro- 
tection of the Buy American Act, are not permitted to purchase their 
castings, forgings, and other materials and components from sources 
outside the United States. They must, instead, purchase all of these 
items in this country where labor rates are so much higher. 

5. Lam now going to list some laws with which we and other Ameri- 
can companies must comply, and to which foreign companies need 
not adhere: 

(1) Renegotiation Act of 1951, as extended 
(2) Walsh-Healey Public Contracts Act 


(3) Eight-hour law 
(4) Buy American Act 
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(5) Child labor law 
(6) Fair Labor Standards Act 

We as Americans are happy to adhere to these fine laws, but wish 
to make the point that our adherence to them greatly reduces our 
ability to meet foreign competition. 

6. Needless to say, contracts placed with foreign manufacturers 
deprive the United States Government, as well as State and local 
governments, of taxes which would otherwise be received from do- 
mestic manufacturers, their officers, employees, and stockholders. In 
addition, it should be pointed out that the bids of foreign manufac- 
turers on United States Government projects are not required to in- 
clude the substantial additional cost of inspecting the work in process 
at the plants of such manufacturers in foreign countries. 

Even if American hydraulic turbine manufacturers could compete 
costwise with foreign manufacturers for business in the countries 
where such manufacturers are located, in most instances the currency 
regulations of such foreign countries would not even permit purchasers 
of hydraulic turbines to buy our American equipment. If this is what 
is meant by reciprocal trade it has a very different meaning from the 
definition of the word “reciprocal” in any dictionary. 

There are only five manufacturers of hydraulic turbines in the 
United States. Of these 5 companies 2 are devoted primarily to the 
manufacture of this type equipment, while the other three produce 
many other products as well. 

If our American companies cannot compete for domestic sales to 
their own Government because of the reduction in our tariff pro- 
tection, and, much more important, the reduction in the price differen- 
tial under the Buy American Act to a point where it does not fairly 
compensate for the many factors set forth earlier, then two of these five 
American producers—my company and James Leffel & Co. of Spring- 
field, Ohio—will probably be forced completely out of business. The 
three other turbine manufacturers have sufficiently diversified product 
lines to enable them to continue in business with their other products. 
There will, however, be no hydraulic turbine industry in the United 
States. In this connection one must never forget that the highly 
technical engineering know-how, the skill of men, is the essence of the 
turbine business. It is a skill that once lost cannot be readily re- 
gained. If these highly trained engineers, technicians, and workmen 
go into other lines of endeavor their interest and know-how will dis- 
appear. It cannot simply be ordered back into a state of being. 

From the national standpoint, in addition to the loss of taxes and 
employment, consideration should be given to the fact that these five 
hydraulic turbine manufacturers own and operate a substantial per- 
centage of the largest machine tools in the United States and that 
these tools are essential to heavy armament production. Unless there 
is sufficient business to maintain the industry in a healthy state, the 
tools, skill, and accumulated knowledge of the men who operate them 
may not be available for our defense in time of national emergency. 

May I digress for just 2 moment. I would like to submit for the 
information of the committee and for the record, if the committee 
will permit, some pictures here which will give you some idea of the 
type of equipment we manufacture and the tools we use. I have sev- 
eral s,s here in the event that you might wish to see for yourselves 
the truly gargantuan size of a modern hydraulic turbine. 
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The Cuarmman. Hand them up here, please. I don’t think we can 
put them inthe record. Just let the messenger have them and we will 
pass them around. 

Mr. Smiru. There are several sets. So they can be passed around. 
Thank you. 

The CuatrmMan. You pass them around to the committee, and they 
will be in the committee office available for the members. 

Mr. Smrru. Yes, sir. 

The Cuarrman. Go right ahead with your statement. 

Mr. Smrrn. Thank you, sir. 

In conclusion, I make one request of this committee, that it give full 
consideration to the seriousness of our problem. We need a clear-cut 
and public definition of our status, as a company and as an industry, 
in relation to the defense program of the United States. We know 
from reading the newspapers that the American watch industry has 
been proclaimed a “defense industry,” vital to the protection of our 
country. That industry thas been given protection which has enabled 
it to plan its future course with its defense role in mind. 

We of the hydraulic turbine industry may not indeed be considered 
a defense industry by the Goverment of the United States. To date 
we have been tans to definitely ascertain our status. We have been 


told by various representatives of the Department of Defense that 
we are a defense industry, that our tools, skills, and know-how are 
vital to the Nation’s defense, and that we must be prepared in the 
event of a national emergency to utilize them for armament produc- 
tion. Yet, on the other hand, the application to our industry of the 
reduced price differential of the Executive order of December 17, 


1954, will completely negate these very same official statements which 
have been made to us. Therefore, I request the following: 

One, may we be told whether or not we are a defense industry. 

Two, may we be told that there is uniformity in determining what 
is a defense industry, just as there is uniformity in the price differ- 
ential under the Buy American Act. 

Three, may we be told this so that we can be honest with our em- 
ployees, with our stockholders, and with the communities in which 
we operate. 

Four, may we be told this so that we can, together with our workers, 
know where we are going in the future. 

If we are a defense industry we must be treated as such. If we are 
not, let us be told so forthrightly. 

Thank you, gentlemen of the committee. 

The Cuarrman. That completes your statement, Mr. Smith? 

Mr. Smirn. Yes, sir. 

The Cuatrrman. We thank you for your appearance and the in- 
formation given the committee. 

Are there any questions? 

Mr. Suwpson. Mr. Chairman. 

The Cuarrman. Mr. Simpson of Pennsylvania will inquire. 

Mr. Stmpson. Mr. Smith, we welcome you here today and appreci- 
ate the information you have given us. 

The question that arises in my mind is why has your company not 
widely diversified its business as have at least three of your competi- 
tors in this very heavy industrial line? 

Mr. Suri. That is a very fair question, sir. 
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The S. Morgan Smith Co., you must remember, is a small, medium- 
sized company. We do at the present time about $20 million worth of 
work a year. And that has only been within the last 3 or 4 years. We 
have been pressed so hard to complete the contracts that we have been 
given by our Government, and actually this buildup of hydro started 
with us back in 1935 or 1936, sir, when we started plant expansion. 
Then came the war, then the postwar period, then Korea. And we 
have always been so pressed for time, for manpower, and for facilities 
that we have had not real opportunity to diversify in this big stuff, 
the stuff that uses these big tools. 

You see, with the deprec iation allowances that we had up until the 
last tax law, you could only put so much money aside, plus plowing 
in the profits that we have. We have plowed in everything we could, 
and still have enough left over with which to pay a fair return 
to our stockholders. We couldn’t go out and build more facilities to 
diversify because we were so pressed with the contracts and not only 
in the hydro business but you have got to remember we are one of the 
principal suppliers for NACA for these enormous actual-flow com- 
pressors for supersonic wind tunnels and the pertinent valving that 
goes in the big wind tunnels. 

Mr. Srupson. Yes. It isall highly specialized work. 

Mr. Suirn. Yes, sir. 

Mr. Srupson. And, if I understand, you have no complaint about 
fair competition from American corporations, whether they are big 
or small. 

Mr. Smiru. We will take them all on. 

Mr. Srmpson. That is right. You don’t object to that. 

Mr. Smirn. No, sir. 

Mr. Srmpson. What you are objecting to is what you consider unfair 
competition from abroad where they do not operate under the same 
standards that you must operate. 

Mr. Smiru. We have got our arms tied behind our backs. 

Mr. Stmpson. Have you any suggestion as to what this committee 
might do with this bill before us, TL. R. 1, which would give some 
measure of protection to your industry ? 

Mr. Suir. Yes,sir. I have got three of them. 

Mr. Srvreson. What are they? 

Mr. Suirn. I am not a lawyer, and that is why I have got to put 
this in my own terms ad lib. 

One, place a provision in H. R. 1 to amend the Trade Agreements 
Act to require—and I say require—the President of the U nited States 
to increase tariffs so as to protect defense industries such as ours, 
the hydraulic turbine industry. 

We use highly skilled labor and unusual physical facilities which 
are unique. 

Second, insert another provision in H. R. 1 whereby the United 
States Tariff Commission, on the advice of the Department of De- 
fense, can act under the escape-clause procedures and its determina- 
tion of peril points to maintain industries such as ours in healthy 
condition. 

Those two would help, maybe. 

But, third, the real answer to it is to give American manufacturers 
in our type of situation the same sort of deal that our allies on the 
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other side give their manufacturers. They will not let anyone come 
into their countries and sell a hydroturbine or anything else like that. 
You just cannot doit. They will not even accept bids. 

Mr. Srvpson. In this area of critical industry would you make a 
Buy American Act which is really a Buy American Act? Is that 
what you are referring to in the critical industrial area ¢ 

Mr. Sairn. In critical industrial spots that mean the lifeblood of 
America from a long-term standpoint, yes, sir. 

Mr. Simpson. I believe that recommendation agrees with my under- 
standing of the recommendation made by one of your very large com- 
petitors, too. 

Mr. Smirn. You have got to remember that all of this currency 
regulation that all of these boys put on is just a lot of smooth-on. 

Mr. Stimpson. Yes. That is all 

Mr. Smiru. That is just a polite way of saying “Stay out of our 
market because we want to preserve our own industries.” 

Mr. Jenkins. Mr. Chairman. 

The Cuatrman. Mr. Jenkins, of Ohio, will inquire. 

Mr. Jenxrns. I want to call attention to a very significant sentence 
on your page 5, for instance, where you say this, and you answer a 
proposition that has not been just put up to us exactly like this before: 

If our American companies cannot compete for domestic sales to their own 
Government—— 

That is the situation. You say that our own Government asks for 
bids, and will give an opportunity to foreign companies to file bids 
and will accept the bids of foreign companies and will not accept your 
bid—the foreigners underbid you. 

Mr. Smirn. That is correct, sir. 

Mr. Jenkins. And the reason you cannot reach the price is because 
of the failure of the law to protect you. 

Mr. Smiru. Failure of protection plus the other items which I have 
tried to set forth here, sir. 

Mr. Jenkins. Yes. If you cannot sell your own Government you 
are surely in pretty bad shape. 

Mr. Smirn. You're telling me! 

The Cuarrman. We thank you for your appearance and the infor- 
mation you have given the committee, sir. 

Mr. Smiru. Thank you, sir. 

The Cuarrman, The next witness is Mr. Ralph L. Jenner. I also 
understand from my colleague, Mr. Reed, that the other gentleman 
who will appear at the same time is Mr. Leo Harvey. 

You gentlemen are apearing together? 

Mr. Harvey. Yes. 

The Cuarman. We are glad to have you. 

Will you both please give your names and addresses and the capaci- 
ties in which you appear, for the record. 


STATEMENTS OF LEO B. HARVEY, PRESIDENT, THE PORCELAIN 
INSULATOR CORP., LIMA, N. Y.; AND RALPH L. JENNER, PRESI- 
DENT, LAPP INSULATOR CO., LeROY, N. Y. 


Mr. Harvey. My name is Leo B, Harvey, president of the Porcelain 
Insulator Corp. of Lima, N. Y., a manufacturer of high-voltage elec- 
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trical porcelain. I am present here as a spokesman for the independ- 
ent manufacturers of this industry. 

The Cuatrman. Now the other gentleman? 

Mr. Jenner. My name is Ralph L. Jenner, president of Lapp In- 
sulator Company, LeRoy, N. Y 

Mr. Harvey will present the case for our industry. 

Mr. Reev. Mr. Chairman? 

The Cuarrman. Mr. Reed. 

Mr. Reep. I just want to say that I am very proud of these two dis- 
tinguished gentlemen here today. I can assure you that they are 
leaders in their communities, and Mr. Harvey is a constituent of mine 
and, of course, I wish Mr. Jenner were, too. But he is close by, and 
Mr. Ostertag is his fine Representative. 

I am glad to see you here. 

The Cuamman. We are glad to have you, gentlemen. 

You may proceed with your statement without interruption. 

Mr. Harvey. At the start may I point out for P a consideration 
the importance of our industry to the economy. No electrical power 
can be delivered from its uction source without electrical porce- 
lain. It insulates the conductor as it leaves the generator, it insulates 
the transformers, switches and shields transmission lines, the distri- 
bution equipment and the distribution line that feeds power to every 
industry and electrified home in the country, its toaster, washing ma- 
chine, and vacuum cleaner. No aircraft plant can operate in Cali- 
fornia, no automobile plant can operate in Texas, or aluminum be 
produced in Washington without electrical porcelain. 

There are 11 manufacturers operating plants in this country, located 
in New York, Ohio, Pennsylvania, Illinois, Connecticut, Tennessee, 
West Virginia, and Maryland, having the equipment and personnel 
to manufacture this product. Not more than 2,500 highly skilled 
people are engaged in electrical porcelain manufacture for high-volt- 
age use in its various phases. 

A large proportion of these plants are in small communities, and 
the local economies are largely dependent on them. Our village has 
a population of 1,200, and we employ about 200 people in porcelain 
manufacture. 

Our employees are a specially skilled group. It takes a year and a 
half up to 5 years to train competent workers, and longer periods to 
develop supervisory personnel. There is no national pool of people 
having these skills such as there is in many industries. 

Being a small industry, little standard machinery is available. It 
is necessary for each manufacturer to design and build his own equip- 
ment. Special electrical, mechanical, aiiit Chertsint testing equipment 
is needed which again must be designed and built by the plant itself. 
Investment in plant and equipment will cost at Teast $10,000 per 
oe 

The electric light and power resources of this country are so vital 
to the health, welfare, and safety of the Nation, both in peace and 
war, that every reasonable precaution should be taken to protect them. 

The outdoor transformer and switching stations are inherently vul- 
nerable to damage by tornadoes, earthquakes, explosions, saboteurs, 

strategic bombing, and direct gunfire. Almost every modern generat- 
ing system is linked to the high-voltage distribution system through 
one or more such outdoor substations. 
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In the modern power systems there usually will be found several 
additional central switching and transformer stations for each one 
located at point of generation. The loss of any one of these principal 
stations may result in loss of electrical service to important industrial 
and urban areas immobilizing and possibly demoralizing large seg- 
ments of the population. The interruption of electric service in such 
areas, in addition to practically stopping all industrial production, 
will seriously impair the water and sewage system and the morale of 
the community. All of us can recall the recent Hurricane Hazel with 
its power interruption. Due to the immediate availability of material 
in this country to replace broken insulators and the like, service was 
promptly restored. . 

We believe that the foregoing establishes the vital nature of this 
industry. 

Let’s examine what a tariff change might mean. 

It is safe to assume the industry will be severely impaired if not 
destroyed by being placed on an unfair basis of competition with 
nations which do not adhere to our high wages and health standards. 

To manufacture high-voltage electrical porcelain three relatively 
low-cost materials are used—sand, clay, and feldspar. To these we 
apply a great deal of labor. In our own operation we find that, of a 
total cost of $1, 33 cents is spent for material and 67 cents for labor. 
This fact is supported by comments in the United States Tariff Sum- 
mary of 1948, which sets forth for 1939 a 65-percent figure for the 
labor cost of added value. 

(The material referred to follows :) 


ELEOTRICAL PORCELAIN (PAR. 212) 


TABLE 1.—Changes in United States rates of duty 


[Percent ad valorem] 


Tariff rate in— 


2 


Item | 


| Act of | Act of | | 
| 1922 | 1990 | 145 | 1048! 


Par. 212: | 
Electrical porcelain, composed of a vitrified nonabsorbent body | | 
which when broken shows a vitrified or vitreous, or semivitrified 
or semivitreous fracture: 
Plain white, not painted, colored, tinted, stained, enameled, | 
gilded, printed, or ornamented or decorated in any manner__| 60 60 
Painted, colored, tinted, stained, enameled, gilded, printed, | 
or ornamented or decorated in any manner... _____- aay 70 70 


1 Geneva, 1948. 









2060 TRADE AGREEMENTS EXTENSION 





TABLE 2.—Electrical porcelain: United States production, exports, and imports, 
in specified years, 1937 to 1947 








Imports for consump- 










tion 2 Ratio of 
Yor Produe- Domestic exports to 
tion ! exports produc- 
Quantity Foreign tion 


value 
















Thousand | Thousand | Thousand 

dollars dollars pieces dollars Percent 
ier." Ae aden hase 24, 837 739 3, 404 6 3.0 
Me Lisse Eg cdadad is son.isi ds See 16, 085 678 557 4 4.2 
— . saith wii pdhaie i hala aieleaniiaaadl 20, 879 614 4, 096 4 2.9 
DO oath wciveudszele Shaken eebaceutte (?) 41,166 2 1 (5) 
BOD tsk cee deee Fincdpodambbubaadkeee aed (3) 42,674 73 71 (5) 
SE Pieces esta coche sie. so sies dee cade beitesin nail: ata (3) 3, 247 8 15 (5) 









Elsi tii | 





1 Value includes metal fittings elaine to $1,674,000 in 1937; $1,038,000 in 1938; and $2,519,000 in 1939. 
2 Mostly from the United Kingdom. 


3 Not available. 


* Includes exports under lend-lease amounting to $281,000 in 1943 and $164,000 in 1946. 
5 Probably not over 5 percent. 


6 Prelininary. 
7 Principally from Canada. 


Source: Official statistics of the U. S. Department of Commerce. 















TaBLe 3.—Electrical porcelain: United States exports of domestic merchandise, 


by principal markets, in specified years, 1937 to 1947 





[In thousands of dollars] 








Country 1937 1938 1939 1943 | 104 1947 ! 





























Canada..___.- . steen ; oz 181 139 129 512 962 952 
Bresil__....- = rectal etciaats ase ptes 59 81 39 19 120 206 
India_ eae 5 eaten 46 27 37 40 48 129 
Union of South Africa- . nebhs sawed ses ela s 27 37 9 8 44 
Mexico ___- F : ? 31 34 29 98 233 328 
Philippine Republic. . PERE SS. i aha 16 10 RP eee 52 200 
Colombia. ---. vacbabipn topthandes nee. set 13 ll 25 3 47 63 
Cuba : Seer ; 21 17 24 17 53 66 
United Kingdom. . ‘ evita n+} ITC 28 63 20 89 309 304 
Chile... ._. : : eee Tr el 24 17 13 85 60 | 118 
Venezuela__.._____- iiesutews ; 15 24 12 6 24 62 
Belgium ____.- a ES SE 19 32 WD Ascsaxs: 4| 3 
Sweden......_. : ; ee : 71 61 tee 79 | 102 
All other__.... ©. 9d tides ae asa 135 | 203) 288 5 | 670 

Total......... ' Be: E 739 | 678 614| 1,166 | 2,674 | 8, 247 

' 


! Preliminary. 









Source: Official statistics of the U. 





. Department of Commerce. 





COMMENT 






Electrical porcelain has a dense impermeable body which is highly resistant 
to mechanical and heat shock. It is used in the form of electrical insulators 
in power-transmission lines, buildings, radio, radar, spark plugs, and other elec- 
trical equipment. Articles of electrical porcelain vary from a small piece of 
tubing weighing a small fraction of an ounce to a large insulator of complex 
shape weighing more than 100 pounds. 

There are more than 40 manufacturers in the United States, located in at 
least 13 States, engaged in the production of electrical porcelain. Some of the 
factories are operated by companies which also make other electrical equip- 
ment. Although some semiautomatic machinery is used, particularly for press- 
ing small pieces, there is still 2 great amount of hand work necessary in the 
production of electrical porcelain. In 1939, wages and salaries paid in the in- 
dustry constituted about 65 percent of the value added by manufacture. Dur- 
ing the war there was a considerable expansion of the industry for production 
of a special type of electrical porcelain known as steatitic porcelain. 

Imports of electrical porcelain, which have been small, and mostly undeco- 
rated, originated chiefly in the United Kingdom before the last war; since the 
war Canada supplied practically all the imports. 
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Japan has a highly efficient and low-cost porcelain industry, which, during 
the war, was considerably expanded. A large part of this industry was not seri- 
ously damaged. However, in the past scarcely any imports of Japanese elec- 
trical porcelain have entered this country. 

The value of postwar exports of electrical porcelain, shown in table 3, is sub- 
stantially above the level of the late thirties. Usually the type exported to 
countries outside the Western Hemisphere is for high-voltage insulation: but 
both high-voltage and low-voltage insulators are exported to Canada and Latin 
America. When Japanese and German electrical porcelain again reaches the 
world markets, United States exports, especially of the low-voltage type, may 
decline somewhat from the present level. 

In the Geneva agreement the duty on undecorated electrical porcelain was re- 
duced from 60 to 35 percent ad valorem; the duty on decorated electrical por- 
celain was reduced from 70 to 35 percent ad valorem. 


Mr. Harvey. It is well established that Japanese labor is paid one- 
tenth, and European one-fourth to one-third of American labor. As- 
suming shatertal costs as the same—and materials produced under 
lower-cost foreign labor should be cheaper—we can make a com- 
parison : 








— Japan | Europe 
« — — —— -- —_— eee —_—-—— —] ~ _ 
Cents | Cents | Cents 
Wintel) aii eit LS Jeet 6 eh. 33 | 33 3 
EOE hate sntnse 7 a | 67 | 7 17% 
Pet Ca cadena 2 chen nde pnp anita gy ins | 1.00 | 40 | 501g 





Already under the present tariffs and previous interpretation— 
25 percent—of the Buy American Act, our industry has been seriously 
injured by the placing with a Japanese manufacturer two large orders 
for electrical procelain by the Bonneville Power Administration total- 
ing nearly one-half a million dollars. To add to the injustice of the 
situation I might point out that this was done at a time of reduced 
business when the industry was forced by lack of orders to reduce 
hours of labor and lay off employees. 

We recognize the necessity to trade with foreign countries in order 
to secure strategic products necessary in our own economy. We fur- 
ther recognize the desirability of foreign trade on a two-way basis in 
order to improve the living standards of all countries. We do, how- 
ever, believe that this can only be done where it does not create a 
threat to undermine the strength of our own economy or run the risk 
of completely eliminating an essential industry. 

There may be some industries in the United States that could stand 
the shock of lower tariffs and the reduction to 6 percent of the Buy 
American Act and possibly some that could continue with no protec- 
tion whatsoever. Such is not the case with the high-voltage electrical 
porcelain industry where the labor content of cost is nearly 70 percent. 

Under these conditions we cannot survive the tremendous lower 
wages and salaries paid in other countries. It is impossible to meet 
on an even or near even basis the costs of production under the radi- 
cally lower labor rates. We would be far from realistic to assume 
that we have brains, know-how, ability or machinery not possessed by 
the low-labor-cost competition. Even if at the moment these things 
are not available they, too, are exportable. 

In respect to the ability of the Japanese to manufacture electrical 
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porcelain, I quote from the Tariff Summary of 1948 published by the 
United States Government under the classification “Electrical 
porcelain” : 

Japan has a highly efficient and low cost porcelain industry, whieh, during 
the war, was considerably expanded. A large part of this industry was not 
seriously damaged. 

The high-voltage electrical porcelain industry developed largely in 
this country was due, no doubt, to the nature of the country and the 
tremendous industrial growth of the last 60 years. This leadership 
has been followed with the result that American designs have been 
copied and become the standards in every country in the world. 

Would it be good policy to eliminate such an industry in this country 
along with its laboratories, and turn over the manufacture to foreign 
manufacturers who in the past have followed and not Ied the industry ? 
Where will the new designs come from to meet the challenge of the 
future in the electrical industry ? 

Industry like ours, with its high labor cost of manufacture is in a 
precarious position. With the sword of Damoeles hanging over his 
head how can any manager go ahead with confidence to meet the 
needs and developments required by our growing industry ? 

In the previous few pages 1 have confined my comments to the 
high-voltage electrical porcelain. As a byproduct of the knowledge 
gained in this field manufacturers in our industry have been able to 
design and develop insulators to support the high masts needed for 
radio communication and aerial navigation. Such masts as those at 
Thule Airbase and near Rome, N. Y., are 1,250 feet in height, are 
completely supported by porcelain, as well as other ones in the north- 
ern parts of the continent. Where would the Air Force go for these 
products ? 

We can conquer engineering problems, but we are baffled by eco- 
nomic obstacles which do not concern our foreign competitors such 
as: minimum wage, social security, unemployment insurance, Wage- 
Hour Act, Waish-Healey, compensation, sickness and accident 
insurance. 

These are all required by law in our State. In addition, our in- 
dustry has the following benefits for its employees: paid vacations, 
holidays with pay, hospitalization insurance, group life insurance, 
pension plans, profit-sharing plans. 

All of these add to costs. In conclusion, we have shown that our 
industry has already suffered due to the present tariff law and the 
actions taken under the Buy American Act. Therefore, it is obvious 
that any further concession under H. R. 1 would be disastrous to our 
highly essential industry. 

he CuarrmMan. Does that complete your statement, Mr. Harvey ? 

Mr. Harvey. Yes, sir. 

The Cuatrrman. We thank you for your appearance and the in- 
formation you have given the committee. 

Are there any questions ? 

Mr. Reep. Mr. Chairman. 

The Cuarrman. Mr. Reed of New York will inguire. 

Mr. Reep. Of course, I am most interested in this industry located 
in the district which I have the honor to represent. It is a typical 
American situation in many respects. 


ac 


or 
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In the community in which you live, your payroll supports every 
activity in that community. Is that not right? 

Mr. Harvey. That is correct. 

Mr. Reep. And your people get a good, high-level wage? 

Mr. Harvey. Yes, sir. 

Mr. Reep. And, of course, they get all the benefits that you have 
referred to in regard to vacations and things of that kind. And 
under the New York State law you have many things to comply with, 
and also the Federal law, which the foreign countries do not have. Is 
that right? 

Mr. Harvey. That is correct. 

Mr. Reep. Mr. Harvey, I am concerned about this situation. I am 
going to ask you a rather long question and let you comment on it. 

Large corporations generally produce a large variety of products. 
Their business is diversified. Consequently, if one segment of the 
business is injured or even eliminated because of imports, the com- 
pany as a whole does not suffer very greatly. Its overall profits can 
remain in good shape. Small businesses, on the other hand, typically 
depend on one major product or a small number of closely related 
products. As a result, import competition may spell ruin to the 
entire business. Therefore, 1 am seriously concerned that the impact 
of lower tariffs will strike small business most heavily. 

There has been considerable public attention recently with respect 
to the current trend toward ever bigger business combinations through 
mergers, consolidations, and so forth. If carried to the extreme, I 
think this trend is a serious threat to our American free-enterprise 
system. 

I wonder if you would care to comment on this problem. 

Mr. Harvey. Our industry has several so-called captive plants that 
are owned by large, multiproduct corporations. There are five of us 
who exist solely on making high-voltage electrical porcelain. There 
is no question in my mind that that number will be reduced very 
sharply as a result of the tariff situation. There is no alternative 
except to withdraw from the business or to sell the business to a multi- 
product-line company where, as they say in the country, what they lose 
on the potatoes they can make up on the apples. 

Mr. Reep. This is, in my judgment, a very serious thing because 
I think these small communities supported by a good free-enterprise 
system constitute the very backbone of our economy in this country. 
Don’t you agree that that is so? 

Mr. Harvey. We certainly like to feel that way, Congressman. 

Mr. Jenner here is in the same situation in LeRoy as I am in Lima. 
They are a large employer and have a large industrial payroll in 
LeRoy. Maybe he would like to comment on that. 

Mr. Jenner. LeRoy is a town of 4,700 people. We employ around 
600 people in the plant, and 120 in the office and engineering and busi- 
ness affairs. I might say that our average payroll or our average 
weekly wage in the week that finished the 16th of this month was 
$84 a week for the people employed. It is a highly paid industry, 
the rate being over $2 an hour on the average. 

As far as the village goes, of course, you can see in a village with 
4,700 people and a plant employing around 700 why it dominates the 


economy, the local economy. 
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I had oceasion to make a talk before the local Rotary Club where 
they asked me to say what our plant meant to the community. I 
pointed out to them that we had paid in wages and salaries in the last 
10 years $20 million into that community. 

It is a very prosperous community. I would like to welcome any 
of your Congressmen who care to come and see our plant to see it. 
Weare very proud of it. 

I was going to say that, unfortunately, we recently put a great 
deal of money into expansion. We built a new high-voltage laboratory 
and have a new building going up now. When we saw this situation 
in front of us we began to think that our judgment had been rather 
00r. 

I think Mr. Harvey might like to comment on that matter, too. 

Mr. Reep. I was going to ask Mr. Harvey about that proposed 
expansion, 

Mr. Harvey. We had actually broken ground for a new building 
last fall, and we have laid our plans aside. We think we should exer- 
cise discretion. 

We believe that, as far as the Government bidding is concerned, un- 
der the present situation, that will go entirely to the Japanese. So 
far they have had a 100 percent record. They have filed 2 bids and 
received 2 contracts. And that was under the old 25-percent differen- 
tial. Their product is acceptable to the Government agencies, and I 
see no other situation except that they will have the Government 
business. 

We have another situation in our industry that is rather unique, in 
that we sell the same products to the Government that we sell to the 
private consumer. And while the Government purchases may be only 
a small percentage of our market it sets our national market price. 

We see some very sorry and stormy days ahead for the industry. I 
sympathize with my neighbor who has his new buildings finished. 

Mr. Reep. I want to make this comment as a result of what Mr. 
Jenner lias said. 

I know both of these communities, and they are outstanding and 
attractive American communities. They are fine people, splendid 
people. I wish all my colleagues could visit these two towns. They 
would be mighty glad and well entertained; I am sure of that. 

Mr. Harvey. After they have visited Mr. Jenner’s plant I hope they 
will take the time to visit mine, too. 

Mr. Reep. Thank you very much. 

Mr. Jenkins. Mr. Chairman? 

The Cuarrman. Mr. Jenkins will inquire. 

Mr. Jenkins. I would like to ask you gentlemen where in Ohio is 
your product made. 

Mr. Mason. That is the question I wanted to ask about Illinois. 

Mr. Harvey. R. Thomas & Son at Lisbon, Ohio, manufacture high- 
tension insulators. 

At McComb, IL, there is a plant of the Illinois Electric Porcelain. 

Mr. Jenkins. Don’t they make that at more places than one in 
Ohio? 

Mr. Harvey. Excuse me. Mr. Brown of the Ohio Brass Co. was 
supposed to be with me. This Ohio Brass Co. at Mansfield, and Bar- 
berton also. 
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Mr. Jenxrns. Don’t you think there are more places than that! 

Mr. Harvey. Not making high-tension electrical. 

Mr. Jenkins. We have a great many. I think we have more plants 
making kindred commodities to what you make than any other State 
in the Union. We have a great diversity of them. My district, I 
think, is the heaviest producer in the United States in clays and brick 
and tile and various shings like that. 

Mr. Harvey. That is very true. 

Mr. Jenkins. What would be the reason they could not make what 
you make? 

Mr. JenneER. It is a different type of product altogether. First of 
all, the product that we make is of poms which is very much 
heavier. You speak particularly, I think, of dishware, in the first 
place, which is relatively thin. No piece of dishware hardly exceeds 
a quarter of an inch in thicknss. About the thinnest type of piece 
we make is approximately three-quarters of an inch, and it may go up 
to as much as 3 inches in thickness. 

Mr. Jenxrns. What about the component parts of the product? 
Do you have to have a special kind of clay to make your commodity ? 

Mr. Jenner. No. The regular material that they would use ordi- 
narily would satisfy us. In other words, it is a very cheap and plenti- 
ful product. You have sand, which is ground very fine, ni clays 


which are available, and I might say that our clays come a great deal 
from in the southern area, Kentucky and Tennessee. As to feldspar, 
we get it, in our case, from New Hampshire. 

Mr. Jenkins. At any rate, you have built up a business and you 
manufacture a commodity that is distinctively in one group, and you 


make it and sell it. 

Mr. JENNER. Yes. 

Mr. Jenxrtns. And now you are about to lose your business, that is 
my information. 

Mr. Jenner. That is correct, sir. 

Mr. JenKrins. Thank you. 

Mr. Stwpson. Mr. Chairman ? 

The Cuarrman. Mr. Simpson of Pennsylvania will ingiire. 

Mr. Stupson. The type of relief that would substantially help your 
industry would be somthing other than a tariff, would it not ? 

Mr. Harvey. No. If the previous tariff that we had back before 
- Geneva agreement were restored I believe our industry could get 
along. 

Mr. Srupson. If you had that tariff protection that you had up until 
1948 you would not worry about the Buy American Act. 

Mr. Harvey. I don’t know, sir. I think we would still have some 
concern on a lot of our type of product. We would still have some 
concern. You can see what the labor cost differential is. It is one- 
tenth of ours, without any fringe benefits added. 

Mr. Sruprson. Thank you very much. 

The Cuarrman. Are there any further questions? 

Mr. Harvey, allow me to inquire briefly for information, please. 

Attached to your statement, which you have presented to the com- 
mittee, I notice an exhibit which is headed “Electrical Porcelain”. 
That exhibit contains two tables. Now, inviting your attention to 
table 2, you show there the electrical porcelain, United States produc- 
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tion, exports and imports in specified years, 1937 to 1947. I just no- 
ticed in 1947, the last year you have shown on your own exhibit, it 
shows domestic exports—$3,247,000; and imports for consumption— 
$15,000. So your own table shows that your industry is exporting 
vastly more of t he products than are being imported. 

Mr. Harvey. The situation has changed very radically since 1947. 

The CHarrMaN. I am just taking what you presented to the com- 
mittee. 

Mr. Harvey. Yes, I recognize that. 

Those are the latest Gvernment data available. I can get you some, 
and I would like to submit some more up to date on the the import- 
export situation. 

The Cuarrman. I just happen to have here the Department of Com- 
merce report for January-Decsnbe ber 1953. I notice there electrical 
porcelain, dry process, net quantity, 3,381,189; value, $2,295,412. 

Wet process, net quantity, 7 073,946: value in dollars, $1,860,438. 

That would indicate that the export business is substantially the 
same as that shown in the table presented here by you. 

Mr. Harvey. That group includes all electrical procelain of all 
descriptions. It is not limited to high-tension insulators. Is that 
not correct ? 

Mr. Jenner. That is right. We are from the high-voltage electri- 

cal porcelain group, and this report that we have here, of which we 
have attached a copy, includes 40 manufacturers. There are only 11 
manufacturers that make the type of product that we are discussing. 
It is all included under the one tariff, and it is not segregated. 

The Cuarrman. But the point is, as I see it, under the evidence you 
present here yourself, the industry is exporting vastly more of these 
products than are being imported. That is what your own figures 
show. 

Mr. JenNER. We presented that report because it is the only report 
available on our industry. The Government has classified it all under 
one heading, and it should be segregated. Neither of us two make 
any dry-process porcelain that you read from there at all. 

The Cuarrman. It it not fair to assume that the evidence you pre- 
sent to us yourselves should be accepted by us? You presented it here. 

Mr. Jenner. Yes. But I think that, again, you people have to ac- 
cept a description which we have given high- voltage porcelain because 
the Government does not recognize that. It is a small segment of the 
business, and we are having difficulty with them, getting them to 
recognize the different types of industry. As a matter of fact, the 
Department of Commerce classifies us along with stone, gravel and 
something else. 

The Cuatrman. But this isthe point: I want to try to understand— 
You gentlemen are telling us, then, that you are presenting evidence 
and that we, as members of thé committee, decide whether it is cor- 
rect or not? 

Mr. Jenner. No. What we have said is we represent the high- 
voltage porcelain business. 

The Cuatrman. I am just taking it from the statement that you 
presented here. 

Mr. JENNER. That is correct. 

Mr. Harvey. Yes, sir. I can see no other thing you can do. It is 
attached to our statement. 
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The Cuarrman. All right. Thank you. 

Mr. Harvey. We are stuck with it. 

Mr. Reep. Mr. Chairman. 

The CHarrman. Mr. Reed of New York. 

Mr. Reep. In view of this point that does not seem to be clear to 
the chairman, and perhaps some of the others, I believe you said you 
had 11 of these manufacturers. 

Mr. Harvey. That is correct. 

Mr. Reep. Those are the ones for whom you speak today before 
this committee. And I would like to ask unanimous consent that Mr. 
Harvey and Mr. Jenner segregate this for the record so that there 
will be no misunderstanding in regard to the point that they are 
making. 

It is quite clear to me that these Government reports, where they 
throw everything in one basket, are not fair when you are dealing 
with something here of a very special character on which you are 
getting disastrous competition. Is that clear? 

Mr. Harvey. Yes, sir. 

Mr. Reep. Are there any objections to their supplementing their 
statement ? 

The Cuatrman. I have no objection if they do not want to stand 
by the evidence they have presented to us and want to take another 
hitch at it. 

Mr. Reep. That is what we want. 

The CuHarrman. We will be glad to hear from them. 

Mr. Reep. What we want to legislate on is fact, and they will give 
the facts. 

The CHatrman. They admitted themselves they do not know 
whether they did or not. 

Mr. Reev. Wait a minute; that is not quite fair. 

What they have done here is take the only Government report they 
had, and the Government has not segregated these matters. 

So I ask unanimous consent that they be allowed to explain how 
their company is dealing with a specialized product that does not 
come specifically under the classification in which the Government 
places them. 

The Coarrman. Without objection, it is so ordered. 

I am advised that the figures for the first quarter of 1954 show 
substantially the same exports as the figures I have read into the 
record. 

Mr. Reep. Does that include a tariff for these people here, and does 
that include this special product that these people manufacture? 

The Cuarrman. It is just based on the same information they pre- 
sented to us here in the statement. 

Mr. Mason. Mr. Chairman. 

The CHatrman. Mr. Mason. 

Mr. Mason. I have just one question. 

This table you have presented is from 1937 to 1947, which the chair- 
man has been talking about. When did this tariff reduction go into 
effect ? 

Mr. Harvey. 1948. 

Mr. Mason. In 1948. 

Mr. Harvey. That is right. 
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Mr. Mason. Therefore, your damage has been done since 1947. Is 
that right ? 

‘Mr. Harvey. That is correct. 

Mr. Mason. That isall. 

The Cnarmman. But that is not included in the information you 
presented to us. 

Mr. Harvey. No, sir. 

The Cuatrman. Thank you, sir. 


We thank you for your appearance and the information you have 
given the committee. 


Mr. Rerp. I want to congratulate you on your fine presentation. 
Mr. Jenner. Thank you. 


(The following additional material was later submitted :) 


MEMORANDUM SUBMITTED By LEO B. HARvey, PRESIDENT OF THE PORCELAIN 
INSULATOR CorpP., Lima, N. Y. 


In response to the invitation of the committee we are submitting the following 


comments with respect to the exhibit which we introduced in the record at the 
conclusion of our testimony. 


The exhibit was specifically introduced to support two points. 

The first one was the 67 percent labor cost referred to in our testimony, the 
Government document indicating that this was 65 percent in 1939. 

The second point was to bring out the information obtained by the Government 
with respect to the Japanese industry that pointed out, “Japan has a highly 
efficient and low cost porcelain industry, which, during the war was consider- 
ably expanded. A large part of this industry was not seriously damaged.” We 
did not refer to this statistical information contained in the Government release 
because it covered a period only up to 1947, one year prior to the 1948 tariff 
revision from 60 percent and 70 percent to 35 percent. 

In addition, the exhibit covered the entire electrical porcelain field stated as 
more than 40 manufacturers, whereas our statement was confined to the high 
voltage electrical porcelain field in which we stated there are cnly 11 manufac- 


turers. It was not possible for us to segregate the amount of business in the 
different categories. 


In examining the Quarterly Summary of Foreign Commerce of the United 
States compiled by the Department of Commerce, covering the period, January- 
December 1953 and the period, January-March 1954, we find once again that the 
statistical information does not reflect the situation disclosed in our testimony. 

The CuarrmMan. The next witness is Mr. E. T. Carmody. 

Is Mr. Carmody here? 

Mr. Carmopy. Yes, sir. 

The Cuarrman. Come forward, please, sir. _ 

Give your name, address, and the capacity in which you appear, 
for the record. 


STATEMENT OF EDWARD T. CARMODY, SECRETARY, UNITED STATES 
TIME CORP., ON BEHALF OF THE CLOCK MANUFACTURERS ASSO- 


CIATION OF AMERICA, ACCOMPANIED BY JOHN HARTSHORN, OF 
COUNSEL, CLOCK MANUFACTURERS ASSOCIATION OF AMERICA 


Mr. Carmopy. Mr. Chairman and members of the committee, my 
name is Edward T. Carmody. I am secretary of the United States 
Time Corp., but I speak for the members of the Clock Manufacturers 
Association of America. 

I request that our printed statement, which has been filed with this 
committee, be included in the printed record of the meeting. 

The CuatrmMan. Is that this statement here? 

Mr. Carmopy. Yes; it is, Mr. Chairman. 

(The statement referred to follows :) 


~_, 
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STATEMENT ON BEHALF OF CLOCK MANUFACTURERS ASSOCIATION OF AMERICA, INC. 


Any legislation relating to the trade-agreement program vitally affects mem- 
bers of Clock Manufacturers Association of America, Inc. We are domestic 
manufacturers of a wide variety of peacetime horological products, including 
spring-powered and electric clocks, pin-lever watches, and timing devices and 
controls for industrial, commercial, and scientific applications of all kinds. Our 
industry has performed a conspicuous role in production for defense, with its 
eapacity to manufacture in great quantities and to exceedingly close tolerances 
the sensitive timing devices for fuses and other delicate, complex, and essential 
war materiel. 

All civilian products of this industry are peculiarly vulnerable to foreign 
competition because of the proportion of labor cost, running as high as 85 
percent, which enters into their manufacture, coupled with the great disparity 
between the high wage rates prevailing in the American industry and the low 
wage rates prevailing in competing foreign industries. These factors effectively 
exclude our products from foreign markets, and except to a very limited extent 
we do not, and cannot, export to foreign markets. 

In recent years we have become importers, as well as domestic manufacturers, 
of certain of these items. Some of the companies in this association import 
watch and clock movements, for example. We have therefore had experience 
with the problems of both the domestic producer and the importer, whose con- 
flicting interests have sharpened the issues presented by the pending bill. 

While it is a primary purpose of the bill (p. 2, ifme 10) “that foreign 
markets will be made available to those branches of American production which 
require and are capable of developing such outlets,” this objective is to be 
achieved (p. 2, line 7) “by regulating the admission of foreign goods into the 
United States in accordance with the characteristics and needs of various 
branches of American production.” The so-called peril-point and escape-clause 
provisions of the law are two of the procedures which Congress has established 
for “regulating the admission of goods into the United States.” We understand 
that these provisions are not impaired or disturbed by the present bill, and that 
it is still the intention and policy of Congress, that in the process of promoting 
the interests of exporters and importers, serious injury to domestic producers 
is to be prevented. 

With this understanding our position is essentially unchanged from that which 
we stated to this committee at its 1953 hearings on the same subject. We do not 
oppose the principle of legislation authorizing reciprocal trade agreements, but 
we insist that they must not be used to cripple one domestic industry so that 
another may become more prosperous. But we reaffirm that in both peril-point 
and escape-clause proceedings special consideration should be required to be 
given to the defense essentiality of the industries affected. In this respect we 
consider the present bill to be deficient. 

The wisdom of adopting the criterion of defense essentiality has never been 
challenged, either before this committee or elsewhere. The application of the 
criterion in a particular case—the escape-clause decision relating to watches— 
has been criticized during these hearings, but by interested and dissatisfied 
parties to the escape-clause proceedings. This is not the forum before which the 
question of essentiality or nonessentiality of the domestic watch industry should 
be debated. That question was resolved, as it should have been, by the President 
on the basis of findings by the Office of Defense Mobilization, the Department of 
Defense, and a special subcommittee of the Senate Armed Services Committee. 
But Congress should legislatively recognize importance to the national security as 
a proper consideration in both peril-point and escape-clause proceedings. 

We join with other witnesses appearing before the committee in urging that 
H. R. 1 be amended to this effect. Even the most doctrinnaire economists 
acknowledge the necessity of adopting measures to conserve defense industries. 
It would, indeed, be a tragic disservice to the entire free world to permit the 
industrial potential which won World War II to be seriously weakened in the 
interest of promoting trade. The General Agreement on Tariffs and Trade 
itself provides, in article X XI, for special action by any member nation to protect 
its essential security interests. 

The Trade Agreements Extension Act of 1954 made the first definitive legisla- 
tive approach to this situation. It provided in section 2 that the duty shall not 
be reduced on any article if the President finds that such reduction would threaten 
domestic production needed for projected national defense requirements. Pru- 
dent as this provision would seem to be, we think it does not go far enough. In 
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terms it is limited to the reduction in duties pursuant to trade agreements. It 
should be extended as a factor applying to the modification or withdrawal of 
trade agreement concessions in an escape-clause proceeding. 

Amendments to two sections of the Trade Agreement Extension Act of 1951 
will accomplish this result. It was this act which first provided for peril-point 
findings and escape-clause procedure. 

Section 6 (a) of that act should be amended by changing the period at the end 
of subsection (a) to a comma and by adding the following: “or if the President 
finds that such domestic industry is essential to the national defense and that 
such reduction or concession would diminish the capacity of such domestic indus- 
try to produce for national defense.” 

Section 7 of the 1951 act should be amended by changing the period at the end 
of the first sentence of subsection (c) to a semicolon, and adding the following: 
“and, if the President finds that such domestic industry is essential to the na- 
tional defense, he may make such adjustments in the rates of duty, impose such 
quotas, or make such other modifications as are found and reported by the Com- 
mission, as he shall determine to be necessary to maintain at adequate levels the 
eapacity of such domestic industry to produce for national defense.” These 
amendments would, in our view, permit consideration of national security to be 
taken into account in the negotiation of new trade agreements, or in any adjust- 
ments of trade agreement concessions through escape-clause proceedings or 
otherwise. 

Such amendments would not conflict in any respect with the policy of Con- 
gress as already expressed in the act. In addition to the specific provision in 
the 1954 act section 3 (the peril-point section) of the 1951 act authorizes the 
President, before concluding any trade agreement, to “seek information and 
advice with respect to such agreement from the Departments of * * * Defense”; 
and in the escape-clause section (sec. 7) of the same act the Tariff Commission 
is not limited in the factors which it is authorized to take into account in making 
its determination. 

We are not in agreement with the proposal which has been made to incorporate 
into H. R. 1 provisions creating or designating a Government agency with 
responsibility for determining the defense essentiality of industries affected by 
administration of the trade-agreements program. Such provisions would scarcely 
be appropriate in what remains technically a revenue bill, and in our opinion 
it would be better to leave such determination to the discretion of the President 
upon the advice and information which is readily available to him. Moreover, 
the Secretary of Commerce has already stated that legislation bearing directly 
on this subject is under consideration as an amendment to the Defense Production 
Act. 

But the bill should provide for specific recognition of the requirements of 
national defense as bearing on administration of the trade-agreements program. 
Clock Manufacturers Association of America, Inc., strongly urges the committee 
to amend the bill to this effect. 

We are also concerned that H. R. 1 does not contain the caveat which is cus- 
tomarily attached to extensions of the Trade Agreement Act with respect to 
approval of the General Agreement on Tariffs and Trade. The language of the 
1954 extension act was explicit on this point. It provided that: 

“Sec. 3. The enactment of this act shall not be construed to determine or 
indicate the approval or disapproval by the Congress of the executive agreement 
known as the General Agreement on Tariffs and Trade.” 

Identical language was contained in the extension act of 1951 and 1953. 

Omission of similar language in the present bill is charged with great signifi- 
eance. Negotiations now in progress at Geneva are directly at revision of both 
the organizational and substantive provisions of the general agreement. Under 
the President’s statement the revised organizational provisions will be submitted 
to the Congress for concurrence. Revision of the substantive provisions of the 
general agreement will be the subject of an executive agreement which is ap 
parently not to be submitted to the Congress. In this situation H. R. 1 enlarges 
the President’s authority to include in “foreign trade agreements with foreign 
governments or instrumentalities thereof’—‘“provisions with respect to interna- 
tional trade, including provisions relating to tariffs, to most-favored-nation 
standards and other standards of nondiscriminatory treatment affecting such 
trade, to quantitative import and export restrictions, to customs formalities, and 
to other matters relating to such trade designed to promote the purpose of this 
section similar to any of the foregoing.” 
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This language clearly summarizes the substantive provisions of the General 
Agreement on Tariffs and Trade. It strongly suggests that H. R. 1 would treat 
the revised General Agreement on Tariffs and Trade as just another trade agree- 
ment with a group of foreign governments, not subject to approval, acquiescence, 
or ratification by Congress. 

We think that in its present form H. R. 1 has this effect, whether so intended 
or not. 

If so, then the United States may find itself committed by H. R. 1 to an 
agreement whose terms and provisions are not now known and which may be 
far-reaching and dangerous to our economy. The New York Times for January 
29, 1955, carried an article, datelined Geneva, which suggests the direction in 
which the revisers of GATT are moving. It said (city edition, p. 19) : 

“The new article (XXVIII) provides a good deal more flexibility than the old. 
It can do so because in the future, it is assumed, there will be a permanent or- 
ganization to administer GATT that will be able to deal quickly with requests 
for adjustments in tariff rates * * * 

“The important thing, they (the delegates) urge, is not so much how long 
duties are bound, or the exceptions to the binding, but the institution of orderly 
procedures for dealing with these exceptions on the principle that tariffs are an 
international rather than exclusively a national concern.” 

Such a viewpoint, if it is correctly reported, evidences an intention to take 
away from the Government of the United States all right of control over the 
administration of its trade agreements program. In effect, it would either 
nullify the escape clause or place its administration in the hands of a perma- 
nent GATT organization. We do not believe the Congress or the country is yet 
ready to surrender the administration of our trade agreements and tariff policy 
to an international agency. 

In view of the uncertainty as to the nature of the substantive changes which 
may be made in the general agreement, Congress should grant no blanket au- 
thority which might be interpreted, however technically, as authorizing the 
United States to be bound to the revised agreement. Accordingly, it is urged 
that the committee amend H. R. 1 to add a new section, providing, as did the 
1951, 1953, and 1954 extension acts, that “The enactment of this act shall not 
be construed to determine or indicate the approval or disapproval by the Con- 
gress of the Executive agreement known as the General Agreement on Tariffs and 
Trade, or any revision thereof.” 

These hearings have been used by the importers of Swiss watches as a sound- 
ing board to express their grievance agamst President Eisenhower's action under 
the escape clause last July. It is our view that this is neither the occasion nor 
the place to review the merits of the escape clause proceeding or its outcome. 
But the importers testified at length on this subject—their testimony fills more 
than 125 pages of the stenographic transcript—and we are impelled to reply to 
a few of their assertions which we are satisfied gave an altogether erroneous 
picture to the committee. We are interested in this matter because four of 
our members manufacture 100 percent of the pin-lever watches produced in the 
United States, and Clock Manufacturers Association of America, Inc., had a 
substantial part in the proceedings before the Tariff Commission. 

The watch importers sought to give the committee the impression that the 
partial withdrawal in July of tariff reductions on watches had caused a 25 
percent decrease in watch imports during 1954. Nothing could be further from 
the facts, as a quiek look at the figures will show. The chart attached to this 
statement as exhibit A tells the story very clearly. 

It will be remembered that imports in 1953 totaled 13,367,000 watches. This 
tremendous volume exceeded by 1,700,000 movements, or 14.7 percent, imports 
in the highest previous year, which was 1952. Incidentally, it left all American 
watchmakers—jeweled-lever and pin lever combined—a scant 30 percent of 
the domestic watch market. The chart which is before you shows how these 
imports were distributed by months during 1953, and compares imports by 
months for the first 11 months of 1954 (import figures for December 1954 are not 
yet available). 

In September, October, and November 1953, imported watches came in not 
like a flood, but like a tidal wave. More than 1.5 million watch movements 
were entered in each of these 3 months—a total of nearly 5 million watches 
in 90 days. They literally inundated the market, and the December decline was 
no more than seasonal. As a result the market was completely demoralized. 

During the first 6 months of 1954, as the chart indicates, there was a sharp 
reaction to this saturation. For the first half of the year the volume of imports 
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was down approximately 21 percent. This drop could not possibly have been 
affected by the President’s decision, which did not come until the end of July. 
Nevertheless, the importers would have this committee believe—and the same 
witness so testified on September 16 before the United States delegation to 
GATT—that this reduction in imports was attributable to the escape clause 
action. It is time that story is scotched, and the true facts viewed in their 
correct perspective. 

Domestic watch producers likewise suffered from the market depression 
brought about by the extraordinary imports in 1953. As a matter of fact, 
manufacturers’ sales of pin-lever watches were off more than 21 percent during 
the first half of 1954—in other words, our volume of sales was more sharply 
reduced than was the volume of imports. We have no figures as to the experience 
of the jeweled watch industry, but it is obvious that that industry was likewise 
seriously affected. 

What happened in this situation needs little explanation. Wide fluctuations 
in the volume of watch imports created “boom and bust” conditions in the 
American watch market. Importers and domestic producers alike were hurt. 
The cause was not the escape clause decision, which was not made until sub- 
stantially later. The cause was the profligate imports of 19538, invited by tariff 
duties which were so low that they might as well not have existed at all. 

Clearly the Trade Agreements Act should be so drawn, and the program so 
administered, as to prevent these “boom and bust” conditions from arising in 
consequence of inflated imports. If not so drawn and so administered, the act 
and the program are made the instrumentalities of creating economic instability. 
This must not be the purpose of Congress. The very purpose of the bill which 
is now before you is to promote international trade by “regulating the admission 
of foreign goods into the United States in accordance with the characteristics 
and needs of various branches of American production * * *.” What happened 
in the early months of 1954 was the disastrous consequence of the unregulated 
admission of foreign watches into the United States in 1953—a situation which 
demanded resort to the escape clause to achieve some degree of stability. 

The Tariff Commission’s findings and President Eisenhower's decision of 
July 27, 1954, were both timely and thoroughly justified. It is too early to 
evaluate the effect on the volume of watch imports, since the reported statistics 
include only 3 months’ experience (September—-November 1954) under the new 
rates. But we believe that the President’s action will halt the serious attrition 
against the domestic pin-lever watch industry. For the record, however, it 
should be understood that the escape chuse action did not by any means bring 
prosperity to the domestic pin-lever watch industry in 1954. Sales of domestic 
pin-lever watches in 1954 were again substantially below sales in 1953, con- 
tinuing the downward trend of the past several years. With some degree of 
control of imports now reestablished, we expect to be able to recover at least a 
part of the market which has been taken away from us by imports. 

Representatives of the importers also told this committee that every significant 
new development or design has originated with the Swiss, and that United States 
producers are therefore not progressive. This is another distortion of the 
facts which requires correction. 

Our watches are characterized by what is known as the pin-lever escapement, 
in which metal pins are used in place of the synthetic jewels found in most 
jeweled-lever watches. The pin-lever escapement is actually a miniaturization 
of a clock escapement. It was first successfully engineered by the old Water- 
bury Clock Co., and first appeared in the Ingersoll pocket watch which once was 
ealled the watch that made the dollar famous. 

This development was adopted by Swiss manufacturers and effectively ex- 
ploited with the benefit of their much lower labor costs. Imports of Swiss pin- 
lever watches increased from less than 65,000 in 1935 to at least 3 million, and 
probably 4 million, in 1953. Among them are an indeterminate number, perhaps 
a quarter of a million, which have 17 jewels, but pin-lever escapements. We 
regard these as a rank deception of the consuming public. 

It is undeniable that Switzerland, in this instance, copied and profited greatly 
from a development in the horological art which was distinctly of American 
origin. The American industry has contributed many valuable advances to the 
science and techniques of watchmaking. So have the Swiss. But we have yet 
to hear any claim that the importers have made a single important technological 
contribution to the engineering or manufacture of watch movements. 

There is a third respect in which we challenge the correctness of statements 
made to this committee by and on behalf of the importers. It was asserted, in 





TRADE AGREEMENTS EXTENSION 2073 


substance, that the escape clause decision increasing watch tariffs has caused 
serious unemployment and economic distress in Switzerland. The attorney for 
the importers told you that “this is a life and death struggle” for Switzerland, 
and that “the breadwinners in 50,000 families in a little nation’ would be 
thrown out of work. These assertions simply do not comport with the facts. 

The value of Swiss watch exports in 1954 was only 6 percent below 1953, ac- 
cording to reports by the Swiss industry. The Swiss industry itself has no com- 
plaint about the year’s business. In the current issue of an official publication 
of the Swiss Federation of Watch Manufacturers the lead editorial is entitled 
“A Satisfactory Balance Sheet.” It has this to say about the year 1954: 


“It is true that there has been some falling off in trade, but nevertheless 1954 
will go down in history as one of the three best financial years the Swiss watch 
industry has ever known. As the prosperity of the retail trade is on a par with 
that of the manufacturing side, we can all step forward cheerfully into the new 
year.” [Emphasis added.] 


Switzerland has obviously not been plunged into economic chaos by the watch 
decision, although the importers would have the committee believe otherwise. 
The Foreign Commerce Weekly, published by the United States Department of 
Commerce, states in its issue for December 20, 1954 that 

“The Swiss economy scored a further gain during the first 9 months of 1954, 
and prospects for continued prosperity appear very good * * * watch exports 
in September amounted to 99,280,000 francs, slightly exceeding the September 
1953 figure of 99,160,000 francs.” 

So far as employment is concerned, the International Financial News Survey 
for December 10, 1954, published by the International Monetary Fund, has this 
to report based on information from official sources in Geneva: 

“The favorable trend in production in Western Europe during the first three 
quarters of 1954 is reflected in unemployment figures which, for almost every 
country, are lower than last year. In the United Kingdom, the Netherlands, 
Switzerland, and the four northern countries, the situation is described as one of 
full employment in the strict sense of the term. At the seasonal low last 
summer, the number of unemployed did not significantly exceed 1 percent of the 
total labor force in any of the seven countries.” 

This phenomenally low unemployment in Switzerland occurred during a 
period when watch imports into the United States were 21 percent less than in 
1953, as a result of saturation conditions in the American watch market. De- 
spite these cyclical conditions, and despite the much maligned “escape clause” 
decision, the Swiss economy is enjoying unprecedented prosperity with “full 
employment in the strict sense of the term.” 

It does not necessarily follow, as the importers have argued, that Switzerland 
will purchase more goods from the United States if she is allowed greater access 
to our markets. Between 1952 and 1953, for example, Switzerland’s sales to 
the United States rose from $163 million to $199 million, but her purchases of 
American commodities fell from $195 million to $146 million. The net visible 
trade balance in 1953 favored Switzerland by $53 million. In other years the 
so-called invisible items—tourism, insurance, banking, personal remittances, 
and the like—bring total trade into closer balance and perhaps consistently 
favor the Swiss on the balance of dollar payments. 

It is a fact that the Swiss prosperity has produced a great surplus of capital 
for which there is no investment opportunity in Switzerland. As a result long- 
term loans, with no privilege of early repayment, and at low interest rates, have 
been made by Switzerland to other countries; and a special issue of World Bank 
bonds was required to absorb additional investment capital. 

In the light of these known and well-publicized facts it is ridiculous for the 
importers to attempt to convince this committee that the “escape clause” action 
was an act of economic oppression against Switzerland. Nine and eight-tenths 
million watches were imported during the first 11 months of 1954, and when 
reports for December are available we are satisfied that total imports for the 
year will approach 11 million movements. This total will exceed the volume 
of imports for any year in history except 1951, 1952 and 1953, the period in which 
imports placed the domestic watch industry in serious jeopardy. 

We are somewhat intrigued by the fact that, next to the watch importers 
themselves, American tobacco growers are the most vociferous critics of the 
“escape clause” decision restoring the tariff on watches. They say—under 
obvious prodding from the Swiss—that they may lose their tobacco market in 
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Switzerland as the result of the “escape clause” decision, which they characterize 
as restrictive protectionism. This was the position of the attorney for the 
importers, who testified before you on January 19. 

Such an argument comes with poor grace from the tobacco raisers. It is in 
order to search for proof that their attitude toward international trade has been 
consistently liberal where foreign tobacco is concerned. 

The facts are that in 1939 President Roosevelt vetoed a bill which would make 
it a crime to export tobacco seed or live tobacco plants to any foreign country, 
except under permit for purely experimental purposes. He pointed out that the 
bill had been enacted without hearings, without debate and without a record 
vote, and concluded that the Congress should give the proposal further study. 

In the next year, and despite the veto, the identical bill was again introduced. 
Its sponsor, in a statement placed in the Congressional Record for April 10, 1940, 
made this statement: 

“A most important step to protect the American tobacco farmer is the passage 
of a bill to prohibit the exportation of our tobacco seed * * *, 

“I, therefore, think that one of the most important matters before the tobacco 
growers of America is to insist that the bill vetoed a year ago shall be passed 
again by Congress, and that the exportation of American tobacco seed, enabling 


our foreign competitors to take away our markets, be prohibited.” [Emphasis 
added. ] 


The bill passed. President Roosevelt did not veto it, but was persuaded to allow 
it to become law without his signature. It is on the statute books today (title 7, 
U. 8. C., sees. 516-517), and makes unlawful the exportation of tobacco seed or 
live tobacco plants from the United States to any foreign country except. by 
special permit of the Secretary of Agriculture and for experimental purposes only. 
This statute is not, incidentally, a part of the Agricultural Adjustment Act re- 
lating to agricultural products generally. 

When their own interests were endangered the tobacco growers demanded, and 
got, the most drastic possible protection against foreign competition, and thereby 
avoided “enabling our foreign competitors to take away our markets.” They 
did not want a mere tariff increase; they did not only ask for a quota; they 
asked for a worldwide monopoly on American cigarette tobacco, free from for- 
eign competition. And they got it. 

Today they are free traders—at least so far as watches are concerned. They 
complain bitterly because the watch industry, being seriously injured by imports, 
was given relief from tariff concessions which were “enabling our foreign com- 
petitors to take away our markets’’—to borrow the language offered to justify 
the tobacco bill in 1940. 

We repeat—the complaint against the relief granted to the hard-pressed Amer- 
ican watch industry comes with exceedingly bad grace from American tobacco 
growers, whose legislative embargo against foreign competition has obstructed 
the international tobacco trade for these many years. Certainly it is in order 
for this committee to study the tobacco statutes referred to in order to determine 
whether they are consistent with H. R. 1, the liberalized Trade Agreements Act, 
and President Eisenhower's foreign economic program. 

The Swiss, too, do not cavil at restrictive trade practices when their own 
interests are affected. Only a year and a half ago Switzerland increased her 
tariff on American nylon stockings—not by 50 percent but by 300 percent. 
Their justification was that imports of American nylon stockings had increased 
manyfold; that production costs were higher in Switzerland than in the United 
States; that in recent years the Swiss nylon industry had been in a state of 
almost continuous crisis; and that Switzerland had been the best customer for 
United States nylons. There is considerable irony in the press reports that Swiss 
interests bitterly denied that the trebled duty constituted an embargo and cre- 
ated a monopoly for Swiss manufacturers. 

In principle it is impossible to distinguish between the watch case and the 
nylon-stocking case. The Swiss—and no doubt the watch importers and the 
American tobacco raisers—will insist that the nylon-stocking case was “differ- 
ent.” No doubt it was. But so was the watch case materially different, and 
requiring the action which the President took to preserve it from destruction. 

Because any extension of the trade-agreements program requires a review of 
its administration, we bring to the committee’s attention the vast increases in 
imports of clocks which have followed the 50 percent cut in tariffs which became 
effective in 1951. In 1952 the volume of imports of clocks was 45 percent greater 
than in 1951: in 19583 the volume of imports was 62.5 percent greater than in 
1952; and reports for the first 11 months of 1954 indicate an increase of about 
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100 percent over 1953. This accelerating rate of increase is double or more 
than double the rate of increase which has occurred in imports of watches in 
every year since 1938 except for two war years—1943 and 1945. The critical 
time for the American clock industry is approaching with far greater speed 
than did the crisis for the watch industry. 

The significant point in this connection is that the volume of imports is sky- 
rocketing in the category having the highest ad valorem equivalent—60 percent, 
based on 1953 imports. The provisions of H. R. 1 permit the reduction to 50 
percent ad valorem of all rates of duty which exceed that equivalence. This 
provision appears to be based on an assumption that any tariff which exceeds 
50 percent ad valorem is, perforce, too high and should be reduced. 

Such an assumption is altogether unwarranted, and we vigorously challenge 
its validity. As indicated heretofore an ad valorem of 60 percent has permitted 
tremendous increases in the importation of clocks. The Tariff Commission and 
the President have found that the rates of duty on watches in the 0-1 and 2-7 
jewel cateyories must exceed, and in some instances must considerably exceed, 
50 percent ad valorem in order to prevent serious injury to domestic producers. 

Because of the diverse nature of the myriad products involved, no generaliza- 
tion can be made with respect to a maximum permissible ad valorem equivalent. 
The provision permitting reduction of existing duties to that level should be 
removed from H. R. 1 if its real purpose is to establish an arbitrary yardstick 
to be used in every case. 

In conclusion, Clock Manufacturers Association of America, Inc. believes that 
there is a proper place in our economy for domestic products which are manu- 
factured to serve the domestic market and do not move into export. Domestic 
industries producing such products need not, and should not, be exposed to 
destruction from unregulated foreign competition in order to enlarge markets 
for exporters and importers. This view is entirely consistent with the declared 
purpose of H. R. 1. 

We strongly urge that the committee and the Congress incorporate in the 
bill the amendments which we have recommended in the course of this 
statement. 
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The Cuarrman. Do you want to give the name of your associate 
for the record ¢ 

Mr. Carmopy. My associate is Mr. John Hartshorn, of counsel for 
this association. 

The Cuatrman. Very well. You may proceed, please, sir. 

Mr. Carmopy. Mr, Chairman, I also have here two telegrams and 
a letter. The first telegram is from the regional director of ‘district 50 
of the United Mine Workers of America, and the telegram comes from 
La Salle, Ill., from the workers of the Westclox Co. That is the 
General Time Corp. 

Mr. Mason. Do you want that in the record? 

Mr. Carmopy. That is what I am asking. 

Mr. Mason. I want that in the record. That is from my hometown. 

Mr. Carmopy. Yes, Mr. Mason; I am requesting that it be in the 
record. 

The Carman. Without objection, it will be included in the record. 

Mr. Carmopy. Thank you, Mr. Cooper. 

(The telegram referred to is as follows :) 

LA SALLE, ILL., February 2, 19 
EDWARD CARMODY, 
Care of Cummings, Stanley, Truitt, € Cross, Washington, D. C.: 

District 50, United Mine Workers of America, and Local Union 12573, repre- 

senting over 3,000 Westclox employees, opposes any reduction in Tariff on 


watches because it will affect their job security and have a detrimental effect 
on their skill as watchmakers. 
Howarp M. Davison, 
President, Local Union 12578. 
Rosert L. Foiey, 
Regional Director, District 50, UMWA. 
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Mr. Carmopy. I have a further telegram from Nettie Davis, presi- 
dent of the Waterbury Watchworkers Union, No. 24369, A. F. of L., 
from Waterbury, Conn., representing the workers of the United States 
Time Corp., addressed to H. R. 1. 

I would request that that also be included in the printed record. 

The CHarrMan. Without objection, it is so ordered. 

Mr. Sapiax. That is from my district, so I insist on that also. 

The Cuatrrman. Wecertainly want that in. 

(The telegram referred to is as follows :) 


WATERBURY, Conn., February 2, 1955 
BH. T. CARMopy, 
Secretary, United States Time Corp., 
Care of Cummings, Stanley, Truitt, Cross and Reeves, Washington, D. C.: 


We in the Waterbury Watchworkers Union, No. 24369, A. F. of L., represent- 
ing the employees of the United States Time Corp., urge that you, during the 
course of your testimony on the trade agreements bill before the House Ways 
and Means Committee, express our opposition to any foreign trade program 
which does not protect American jobs for highly skilled American workmen. 

We understand that in response to a question from Representative Sadlak, 
our own Congressman at Large, an importer stated that the union representing 
his employees here jn Connecticut endorsed his stand in favor of H. R.1. We 
want Mr. Sadlak and the Members of the committee to know that we in this 
union do not endorse that stand. The livelihood of the employees we represent 
depends upon the continued existence of manufacturing facilities in this country 
for the production of timepieces. | 

Many of our members have spent a lifetime on this work. They have de- 
veloped and used skills of the highest order. During World War II and the 
Korean war, the work of these employees on defense contracts was outstanding. 
The contributions we made have been commended by the Government many, 
many times. Yet until the President raised watch tariffs last year, we have 
seen our industry shrink and unemployment in Connecticut, the center of the 
watch and clock industry, rise. 

We want a foreign-trade bill which will offer real protection to vital Ameri- 
ean industries such as ours so that our employees can find it worthwhile to spend 
the many years necessary to learn these skills. We believe a fair tariff sys- 
tem is essential to our industry and others like it. 

NETTIE Davis, 
President, Waterbury Watch Workers Union No. 24369, A. F. of L. 


The CuarrMan. Go right ahead with your statement. 

Mr. Carmopy. I have one more, Mr. Saleen. and that is a letter 
from Mr. Clarence Martin, president of Local 260 of the International 
Union of Electrical, Radio and Machine Workers, CIO, from Bristol, 
Conn., representing the production workers of the E. Ingraham Co. 

Mr. Sapiak. Mr. Chairman, I request that we treat that the same. 

The CuHarrman. Being from the whole State of Connecticut, that 
is also yours. 

It will be included, without objection. 

(The letter referred to is as follows:) 


INTERNATIONAL UNION OF ELECTRICAL, 
Rapio & MACHINE WorKERS, LOCAL 260, 
Bristol, Conn., February 2, 1955. 
Epwarp T. CARMODY, 
Secretary, United States Time Corp., 
Waterbury, Conn. 


Dear Mr. CarMopy: We have learned through Mr. Ingraham that you are to 
appear before the House Ways and Means Committee in behalf of the Clock 
& Watch Manufacturers Association of America, Inc., in connection with the 
hearing concerning H. R. 1. 

We favor building up world trade, but with certain definite provisos. 
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We can’t afford to weaken America for the purpose of strengthening any 
foreign government, and reducing employment weakens America and ourselves. 
We here at Ingraham’s have seen jobs growing scarcer with our people being 
laid off and those remaining operating short time, due to the tremendous im- 
ports of clocks and watches from foreign sources who pay low wages to their 
adults and on top of it employ child labor. We here in the clock and watch 


industry should be expanding with the economic growth of America, but actually 
we are shrinking. 


Anything that encourages cheap foreign labor gives our jobs to them and is 


not helping the world, and we protest permitting such cheap labor to take away 
our jobs. 


When we swap one American-made product for another imported product, 
we come out on the wrong end of the swap no matter what item of merchandise 
is involved. This is perfectly obvious because any swapping is done on a 
dollar basis. As an example, if our labor is paid $2 an hour and foreign labor 
is paid 20 cents an hour, we displace 10 American jobs for 1 created abroad. 
That kind of an exchange won't build up living conditions abroad the way it 
should, and furthermore demonstrates that if we are not protected by a tariff 


or quotas we will encounter tremendous unemployment and perpetuate the worst 
depression America has ever had. 


If we are to have greater international trade, it must be on a sound basis and 
until other countries take steps to raise their labor standards, we must do 
what is necessary to protect and increase our own. This should be done either 
by imposing quotas or else by sound tariffs, intelligently arrived at, and tariffs 
that will change as conditions change. 

Very truly yours, 


CLARENCE E, MArtIn, President. 

Mr. Carmopy. Thank you very much, and I will proceed as quickly 
as possible to the business at hand. 

f I may, I will list briefly who our members are. 

They are the Borg Products Division, George W. Borg Corp., Dele- 
van, Wis.; Chelsea Clock Co., Chelseal, Mass.; General Electric Co., 
Bridgeport, Conn.; Westclox of LaSalle, Ill., and Athens, Ga.; Wil- 
liam L. Gilbert Corp., Winsted, Conn.; Herschede Hall Clock Co., 
Cincinnati, Ohio; E. Ingraham Co., Bristol, Conn.; Lux Clock Manu- 
facturing Co., Waterbury, Conn., and Lebanon, Tenn.; New Haven 
Clock & Watch Co., New Haven, Conn.; M. H. Rhodes, Inc., Hart- 
ford, Conn.; Sessions Clock Co., Forestville, Conn.; Seth Thomas 
Division, General Time Corp., Thomaston, Conn.; Telechron Depart- 
ment, General Electric Co., Ashland, Mass.; the United States Time 
Corp., Middlebury, Conn., Little Rock, Ark., and Abilene, Tex. 

Weare in short, the nonjeweled segment of the horological industry 
in America. We have given long and careful thought to H. R. 1, 
and we find 1 section included in it and 2 sections which are omitted 
from it that give us much concern. 

It will be a more orderly presentation if I take up, first, the sections 
we hopefully looked for and could not find. 

At the 11th hour, when the possibility of our extinction as an indus- 
try had become an imminent probability, various branches of the Gov- 
ernment paused, took a long look at us, and came to the conclusion 
that we were indeed essential and uniquely indispensable to the Na- 
tion’s defense. We were studied by the Office of Defense Mobilization, 
by a special committee of the Armed Services Committee of the Sen- 


ate, by the Tariff Commission, by the Department of Defense itself, 
and by the President himself. 


All concurred in the finding that our skills simply had to be pre- 
served against the day of need. 
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We are grateful to the President for his courage in giving us the 
tariff relief we so sorely needed to survive. It was courageous because 
those who wanted to do so could—as they did—cry that the President 
was turning his back on his declared adherence to the policy of re- 
moving tariff barriers throughout the world. He saw that he would 
have to make an exception, and he made it. 

You can be sure that it was not only the floodtide of Swiss watches 
coming in here that impelled him to act. It was the fact that if the 
floodtide were not abated the country would soon be without what they 
cannot get along without in time of trouble, the horoligcal industry. 

So we were surprised to look in vain for language in this H. R. 1 
which would specifically say that the essentiality of an industry to the 
national defense must be one of the criteria used in coming to any de- 
cision involving peril-point or escape-clause proceedings in connection 
with any foreign trade agreement or agreements. 

We submit that nothing could be saner or more prudent than to 
urge, which we do, that you take such a provision into this bill. 

The General Agreement on Tariffs and Trade itself provides, in 
article X XI, for special action by any member nation to protect its 
essential security interests. I refer with approbation to the formula 
for essential skills that Mr. Woodbridge of the American Optical 
Society stated previously. I think that was a very excellent state- 
ment. And we propose to you ourselves language to accomplish this 
reasonable end. It will be found on page 5 of our statement, which 
you have. 

* The other unhealthy omission we find in this bill should alarm every- 
one who thinks we should retain the captaincy of our own ship of 
state. The present law contains a very specific caveat for all to see. 
It says that— 

the enactment of this act shall not be construed to determine or indicate the 
approval or disapproval by the Congress of the Executive Agreement known as 
the General Trade Agreement on Tariffs and Trade. 

And this identical language appeared in the Extension Acts of 
1951 and 1953. Negotiations are going forward right now at Geneva 
directed at revision of both the organizational and substantive pro- 
visions of the general agreement. Under the President’s statement, 
the revised organizational provisions will be submitted to Congress 
for concurrence or nonconcurrence. 

Provisions of the substantive provisions apparently will not be so 
submitted to Congress. And H. R. 1 curiously extends the power of 
the Executive to enter into foreign trade agreements which are de- 
scribed in language which, you might say, come straight out of the 
catechism of GATT. 

Are we going blindfolded into GATT? Is this most complicated, 
most far-reaching plexus known as GATT to be considered as just 
another trade agreement ? 

I think I indulge in understatement when I say the prospect is 
alarming. 

Let us make haste slowly. Let us, please, restore the wise words of 
the present law whereby Congress warns that its approval of any such 
a commitment must be formally sought and not taken for 
granted. 
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I have an amendment to H. R. 1, which I propose as a specific 
remedy to this point, and it will be found on page 9 of my statement. 
I shall not read it in the interest of saving time. 

If you will kindly indulge me for a moment here, I will, because 
I am forced to by the diversionary tactics of the watch importers, 
leave briefly the mainstream of our argument and answer some of the 
statements that have been lugged before this committee. 

This is not the forum which to air grievances over President Eisen- 
hower’s action under the escape clause last July. But they have. And 
we cannot let the record, more than 125 pages of it, stand uncorrected 
as to some of their outlandish statements. 

Four of our members manufacture 100 percent of the pin lever 
watches made in the United States. And our association has battled 
long enough on this field to know that if we do not keep the record 
straight as to matters within our own cognizance no one else will. 

The importers have sought to give this committee the impression 
that the partial withdrawal in July of tariff reductions on watches has 
caused a 25 percent in watch imports during 1954. 

The President’s action was not the cause of the decrease. 

Our friends were riding a free horse to death. They brought in 
13,367,000 watches in 1953. That was an increase of 1,700,000 over 
the previous high, which was in 1952. During the fall of 1953 they 
brought in 5 million watches, in 90 days. f 

It does not take a Solomon to see that this would completely demor- 
alize the market for the first part of the following year, that is, the 
year 1954. 

Point No. 2 here is that the President’s escape-clause action did not 
come until late July and was not effective until late August. So it 
was our friends themselves who brought about the boom-and-bust 
conditions. And yet they have what I may charitably call the nerve 
to attribute it to the President’s 11th-hour intervention to save an 
industry that had been unanimously found to be essential to our 
Nation’s military security. 

I have here a chart which will show very graphically, and which 
may be found in the brief in the back, the United States imports of 
watches in 1953 and 1954. It will be noted that the 5 million watches 
brought in in 90 days is up here on this black line, in 1953. It will be 
noted that the red line is 1954 imports, and that the decrease occurs in 
this valley here in the first part of the year, and occurs long before the 
point at which the President took his action under the escape clause. 

I think, gentlemen, that is graphic proof of the inaccuracy of their 
statement on that point. 

In another place, at page 5 of his testimony, a spokesman for the 
importers makes the bald statement that— 

Not one single important advance in watchmaking theory or practice has come 
from domestic manufacturers for more than 50 years. 

If I may be pardoned for referring to my own company, which in 
those days was called the Waterbury Clock Co., I would like to inquire 
who it was that gave the world the pin lever escapement watch. 
Many of you will remember the old Ingersoll, the watch that made the 
dollar famous. If you don’t the Swiss do because they, shall I say, 
adopted it with a most flattering enthusiasm. And I am pleased to 
report that it was more than an infatuation. It has lasted, lo, these 
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many years. In 1953 they, the Swiss, sold between 3 and 4 million 
of these pin lever watches in this, the land of their birth. 

Incidentally, they added numerous jewels to many of them, and 
sold them as ‘“‘17-jewel watches.”” This is a deception because there 
are no jewels in the escapement. 

At least the old Ingersoll was honest. 

Obviously, the domestic watchmakers have made scores of inven- 
tions and improvements in the horological field. I remember the 
testimony of Mr. Dudley Ingraham a year ago before the Tariff 
Commission when he had in his hands a batch of 27 patents from his 
own company, and he testified further at that time about the existence 
of many of the patents in the horological field held by American 
companies. 

I would also like to ask Mr. Hartshorn to give these two items to 
the chairman, if he would be so kind, which will show what the 
European competition thinks of the American product. This is an 
American clock made by Westclox. See if you can tell which twin 
has the Toni, as they say. I will be interested. And it has been 
said, as 1 mentioned before, by the importers that we have nothing 
in this country that Europe is interested in. 

There were tears shed by the importers here over Switzerland and 
her life-and-death struggle as a result of the President’s July decree. 
Well, please note that in an official publicatior of the Swiss Federation 
of Watch Manufacturers they say this about the year 1954: 


1954 will go down in history as one of the three best financial years the Swiss 
watch industry has ever known. 


And our own Foreign Commerce Weekly, in December, said: 


The Swiss economy scored a further gain during the first 9 months of 1954, and 
and prospect for continued prosperity appear very good. 

Just one more example of the truth. __ 

International Financial News Survey said, last December, that: 


Switzerland is enjoying full employment in the strict sense of the term. 


Have you ever tried to establish a watch factory in Switzerland? 

We have. 

I could regale you with the correspondence for half an bour if you 
had the time. 

oes is the tightest, toughest little cartel and monopoly in the 
world. 

And are the Swiss subscribing members of GATT? 

They are not. 

And do they belong to NATO or the U. N.? 

They do not. 

And, last but not least, who, a year and a half ago, by a simple 
process of reclassification, raised her tariff on American nylon stockings 
by not 50 percent, nor yet 100 percent or even 200 percent, but by 
300 percent? 

You have guessed it—Switzerland. 

And what a bill of goods they sold the American tobacco growers. 
They told them that they may lose their tobacco market in Switzerland 
as a result of the escape-clause decision. So the tobacco growers came 
marching into this battle with all their might, but leaving their memo- 
ries behind them. In 1939 they sete d ‘Congress to pass an act 
making it a crime, punishable by a fine of $5,000 or a year in prison 
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or both, to export from America American tobacco seed or live tobacco 
plants except under permit for purely experimental purposes. They 
said it was necessary to have this law lest their foreign competitors 
take their markets away from them. 

President Roosevelt vetoed it. So they brought it up again, and 
it passed Congress again, and this time the President let iv become 
law without his sigoature. And it is the law today. 

They didn’t ask just a little protection to survive; they were not 
essential to the national defense. Yet they asked, in effect, for a 
worldwide monopoly. I should think they would feel a little foolish. 

I will return now, in closing, to the mainstream of our argument, and 
close with a look at the one affirmative section of H. R. 1 that we men- 
tioned at the outset as being unrealistic in the present circumstances. 

I refer to the provision in the bill which would permit the reduction 
to 50 percent ad valorem of all rates of duty which exceed that equiva- 
lence. This provision appears to be based on the assumption that any 
tariff which exceeds 50 percent ad valorem is, perforce, too high and 
should be reduced. 

We present the example of clocks. First, please remember that 
clocks are a part of the horological industry that the special committee 
of the Senate Armed Services Committee, and the Office of Defense 
Mobilization, and the Defense Department found to be essential and 
uniquely indispensable to the Nation’s defense. 

We do not come before you, gentlemen, asking that we be deter- 
mined essential or saying that we are essential or claiming it. We 
come as one established as essential by the very top echelon in the 
legislative and executive branches of our Government. That peak 
has been achieved by us, and we are grateful that it came in time. 

And then look at what has happened and is happening to the clock- 
makers. They are on the road to ruin, and they are going down it at 
a faster pace even than the watchmakers did. Fighteen cents per 
hour, incidentally, is what they are paying in west Germany for what 
we would call here child labor. And labor represents 85 percent of the 
manufacturing cost of a watch and 65 percent of the manufacturing 
cost of a clock. 

The descent of the clockmakers began at Torquay in England when 
their tariff was cut 50 percent in 1951. The 1952 imports were up 45 
percent over 1951. The 1953 imports were up 62 percent over 1952. 
And the importations for the first 11 months of 1954 indicate an in- 
crease of about 100 percent over 1953. 

I ask you gentlemen to look at this chart, which, unfortunately, is 
not big enough. The final figures for November came through yester- 
day. We have corrected the chart on our statement which you have 
in your hands. If we had properly completed the chart here we would 
run it up a good many inches higher than it is because it is running off 
the page. 

In dealing with the watch crisis the President ordered increases in 
tariff rates up to 88 percent ad valorem. He found it had to be done 
in view of the very high labor content, of which I have just spoken, 
and in view of the low labor rates paid by our competition. 

We submit, therefore, that to limit the tariff rate in this H. R. 1 
to 50 percent ad valorem could, in this instance that is within our 
own knowledge—and there are probably others—tie the hands of 
those who are charged with these matters so that they will not be able 
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to deal effectively with situations that are fraught with peril to our 
national defense. 

If the purpose or the result of this provision will be to cut down all 
ad valorem rates to 50 percent, which we honestly believe it will, then 
this provision should come out of the bill. We most earnestly believe 
there should be no roadroller approach to this delicate problem. 

Thank you, gentlemen. 

The CuarrMaANn. Does that complete your statement? 

Mr. Carmopy. That completes my statement. 

The CuarrmMan. We thank you for your appearance and the infor- 
mation given the committee. 

Mr. Mason, of Illinois, will inquire. 

Mr. Mason. Summarizing your statement, I would say that you 
were making three recommendations. 

Mr. Carmopy. Yes, sir. 

Mr. Mason. And you have given facts and figures and evidence 
to show why these three recommendations have been made. 

Mr. Carmopy. Yes, sir. 

Mr. Mason. Your first recommendation was that a_ specific, 
definite statement on essential industries to our national security 
should be placed in the bill so that there will be no misunderstanding 
from now on and so other industries won’t have to go through the fight 
that your industry has had to go through in order to establish your 
essentiality. Is that the first recommendation? 

Mr. Carmopy. That is, sir. 

Mr. Mason. Then, second, you say that there should be something 
in this bill like in the present law which says that nothing in this bill 
shall indicate that this Congress approves of the GATT. ‘That is, 
definitely, if we pass this bill as it is, it gives practically blanket 
acknowledgment that we approve and sustain GATT. Is that your 
second one? 

Mr. Carmopy. That is correct, sir. I read the bill through twice 
thinking I had made an error in reading it. I haven’t found any such 
statement therein. 

Mr. Mason. And the third one was that you think that that clause 
in the bill, or that section in the bill which says, the President shall 
have the power to cut all tariffs that are above 50 percent now down 
to the 50 percent level should be stricken out because it would do 
irreparable damage to your industry. 

Mr. Carmopy. That is correct, sir, and other industries, I am sure. 

Mr. Mason. I think those three things should be done if this bill 
is passed. 

That is all, Mr. Chairman. 

The Cuarrman. Are there any further questions? 

Mr. Sapuak. Mr. Chairman. 

The CuarrmMan. Mr. Sadlak, of Connecticut, will inquire. 

Mr. Sapuiak. Of course, I am in agreement with the summarization 
of my colleague Mr. Mason, and your presentation, Mr. Carmody. 
He made inquiry on the very things I had listed to ask you about. I 
had numbered page 5 and page 9, the amendments which you suggest. 

If these amendments were added to H. R. 1, then, as I understand 
it, your industry and the workers in the industry would be ready to 
give their approval to H. R. 1? 
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Mr. Carmopy. The industry would. I would not take it upon 
myself to express an opinion on behalf of the workers. But I think 
that might be a fair assumption, Mr. Sadlak. 

Mr. Sapuak. From the telegrams you submitted for the record, 
which you did not have an opportunity to read, that is indicated? 

Mr. Carmopy. The telegrams go a little further than that. But 
there still might be a reconciliation of those two points of view; 
yes, sir. 

« Mr. Saptax. Mr. Carmody, these amendments, of course, would 
have no effect upon what is transpiring in Geneva at the present time? 

Mr. Carmopy. No; they would not directly impinge upon the 
Geneva progress. 

Mr. Sapuak. It seems to me that the difficulty in which your in- 
dustry and the workers in the industry find themselves might be the 
very thing that the argument will be made about at Geneva in the 
coming month. 

Since you have been able to get this help, this life-saving, as you 
called it, it seems to me that the bargaining at the GATT convention 
will be aimed toward doing something to circumvent the very protec- 
tion you have been given. 

Mr. Carmopy. That is as certain as the sunrise, in my opinion, sir. 

Mr. SapuaKk. I wanted to say, as Mr. Mason has said 

Mr. Carmopy. This amendment sends GATT back to Congress. 
This amendment would send it back to you gentlemen for your 
scanning. 

Mr. Sapiak. In other words, you are in agreement with the amend- 
ment suggested by Mr. Woodbridge earlier today because you believe 
that the amendment would also include the skilled workers in your 
particular industry. 

Mr. Carmopy. Yes, I am sure it would. That was an excellent 
definition of it. 

Mr. Sapuak. That is all. Thank you. 

Mr. Baxer. Mr. Chairman? 

The CuarrMan. Mr. Baker, of Tennessee, will inquire. 

Mr. Baker. Mr. Carmody, you have exhibited two alarm clocks 
there. I take it one is United States-made, and the other is Swiss, 
is it? 

Mr. Carmopy. The other is Italian, Mr. Baker. The Italian one 
sells for 50 cents less than the American clock. 

Mr. Baker. That was my next question, What was the difference 
in selling. 50 cents? 

Mr. Carmopy. 50 cents difference. And it is, if not a Chinese copy, 
as close to a Chinese copy, I think, as you will find. 

Mr. Baker. Some watch companies have actually completely gone 
out of business in recent years? 

Mr. Carmopy. Yes, they have, that is correct. I believe, for in- 
stance, one of our members, the New Haven Watch & Clock Co., no 
longer makes watches. They have diversified into other fields. I 
think they do make some automobile clocks, but I think they have 
gone 100 percent out of watch making, and they are a very old com- 
pany. 

Mr. Baker. Is it not general practice lately for American watch 
or clock manufacturers to put Swiss or Italian works in them? 
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Mr. Carmopy. There has been a growing tendency on the part of 
the American horological industry to import either movements from 
Switzerland or France or Germany, and, in many cases, entire watches. 

Mr. Baxer. Where they put t e foreign works made in the foreign 
country in an American watch with an American name on it, there is 
se to indicate that the works were made in a foreign country, 
is there? 

Mr. Carmopy. There is nothing to indicate it unless one opens it up 
and sees the back where the country of origin must be stamped. 

Mr. Baxer. I did not get that. 

Mr. Carmopy. I say, the country of origin must be stamped on: 
the plates of the movement. 

Mr. Baxer. On the inside. 

What is the principal defense angle to the watch and clock industry? 

Mr. Carmopy. The watch and clock particular indispensability 
is an ability to deal with very minute tolerances. There are certain 
pins, for instance, used daily in this industry of a size that 375,000 
of them will fit in a thimble. It is the ability to deal with very ‘fine 
work, to produce the finished end product in volume, and, No. 3, which 
is extremely important and is almost in the realm of metaphysics 
really, to continue to produce that volume day in and day out. 
There is no other industry that has ever achieved it or that can, in 
our opinion, possibly achieve it. The ball-bearing industry deals, 
on occasion, with finer tolerances than we do even, very fine toler- 
ances, but nothing i in the way of this high-volume, sustained produc- 
tion. It is a very difficult orchestral art. 

Mr. Sapuax. Mr. Chairman, I have just one question. 

Mr. Carmody, your entire industry was devoted practically 100 
percent to defense activities during World War II? 

Mr. Carmopy. 100 percent, Mr. Sadlak. 

Mr. Sapuak. Thank you. 

The CHarrman. Mr. Carmody, let me inquire briefly for informa- 
tion. 

You are listed here as spokesman for the clock manufacturers of 
America. Is that correct? 

Mr. Carmopy. That is correct. That is the ancient name of our 
industry. That was changed at the annual meeting a couple of 
weeks ago. We have not included the name “watch and clock.’ 
This is just the historical name. 

The CHarrMan. I got the impression from your statement that 
you had more to say about watches than you did clocks. Is that 
correct? 

Mr. Carmopy. That is correct. My own company is much 
heavier in watches, and the industry, I think, is probably heavier 
toward watches than clocks. 

The CuarrMan. I just want to have the facts clear for the record. 

Are you familiar with the testimony given to this committee by the 
spokesman for the Hamilton Watch Co.? 

Mr. Carmopy. That is Mr. Sinkler? 

The CuarrMan. I think that was his name. 

Mr. Carmopy. Yes, I am familiar with his testimony, Mr. Cooper. 

The CuarrMan. As I understood it, he was speaking for the Ameri- 
can Watch Manufacturers Association. 
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Mr. Carmopy. They are our jeweled cousins. They produce the 
jeweled watches. Our industry does not deal with jeweled move- 
ments, 

The CuHarrMan. His statement is headed here ‘Statement of 
Arthur B. Sinkler before the Committee on Ways and Means on behalf 
of the American Watch Manufacturers Association in connection 
with H. R. 1,” and in the second paragraph of his statement he says: 

We have appeared before this committee in support of previous extensions of 
the Trade Agreements Act, and we appear today to renew that support. 

Mr. Carmopy. Yes, sir. 

The CuatrMan. He appeared among the witnesses in support of the 
pending bill. 

Mr. Carmopy. His position was “‘Yes, but,”’ I think, sir. 

The CuarrMan. You and other witnesses have had considerable to 
say about the necessity of protecting the national defense of the 
country. 

Mr. Carmopy. Yes, sir. 

The Cuarrman. And I am sure we all want the national defense 
fully protected. 

Mr. Carmopy. Yes, sir. 

The CHAIRMAN. Are you familiar with the so-called Symington 
amendment in the law now? 

Mr. Carmopy. Yes, | am. I cannot quote it to you at the mo- 
ment, but I am familiar with it, yes, sir. 

The Cuatrman. Is not the purpose of that to authorize the Presi- 
dent to protect the national defense interests of the country? 

Mr. Carmopy. That is, 1 believe—— 

The CHarrman. Is that correct or not? 

Mr. Carmopy. I don’t think that that goes far enough, sir. 

The CuarrMan. That is the purpose of the amendment put in, 
was it not? 

Mr. Carmopy. That is the purpose; that is correct. We don’t 
think it goes far enough. 

The CHarrMan. The fact is that the President of the United States 
did take the national defense into consideration in his action on the 
Swiss watch case, did he not? 

Mr. Carmopy. Yes he did, indeed. 

The Cuarrman. All right, thank you. 

We thank you for your appearance and the information given to 
the committee. 

Mr. Carmopy. Thank you, Mr. Chairman. 

The CHarrmMan. The next witness is Mr. Bernard Ring, secretary 
of the Cigarette Lighter Manufacturers Association, Inc. I under- 
stand that Mr. John Roth is appearing in lieu of Mr. Bernard Ring. 
Is that correct? Are you Mr. Roth? 

Mr. Rorn. I am Mr. Roth. 

The CuairMan. We are glad to have you. 

Please give your name, address, and the capacity in which you 
appear. Hehis give also the name of your associate, for the record. 
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STATEMENT OF JOHN J. ROTH, NEWARK, N. J., CHAIRMAN, 
CIGARETTE LIGHTER MANUFACTURERS ASSOCIATION, INC., 
ACCOMPANIED BY MICHAEL GOULD, WASHINGTON, D. C., COUNSEL 
FOR CIGARETTE LIGHTER MANUFACTURERS ASSOCIATION, INC. 


Mr. Rorn. This is Mr. Michael Gould, counsel for the association, 
of Washington, D. C. 

My name is John J. Roth, of Newark, N. J., and I appear as chair- 
man of the Cigarette Lighter Manufacturers Association, Inc., which 
represents a substantial part of the cigar and cigarette lighter manu- 
facturers in the United States. I appreciate this opportunity to 
present the views of our industry in respect of H. R. 1. Ourcom- 
ments are primarily directed to subparagraph E of section 3 (2) of 
H. R. 1, which deals with the special situation involving Japan. 

It is our understanding that the effect of this subparagraph is the 
following: 

1. If the trade agreement with Japan is entered into before July 1, 
1955, the President would have the authority (a) to decrease rates to 
50 percent of the rates existing on January 1, 1954, and, (6) to reduce 
the rates agreed to in that agreement on products included in the 
agreement by an additional 15 percent. 

2. If the trade agreement with Japan is entered into after July 1, 
1955, the President would have the authority to decrease the rate to 
50 percent below the January 1, 1945, rate, but would not have the 
authority to reduce the rates by an additional 15 percent if the 50- 
percent reduction is over 15 percent of the July 1, 1955, rate. 

Our association is mindful of the pressing problems of the mutual 


security of the nations of the free world, and supports the views of the 
President as presented in his message of January 10, 1955, on develop- 
ing the foreign economic policy of the United States. The members 
of our association stand squarely behind the President’s statement in 
that message: 


The Nation’s enlightened self-interest and sense of responsibility as a leader 
among the free nations require a foreign economic program that will stimulate 
economic growth in the free world through enlarging opportunities for the fuller 
operation of the forces of free enterprise and competitive markets. 

We feel that there exists a situation peculiar to our industry which 
must be brought to the attention of this committee in its deliberations 
on H. R. 1. This is the situation created by the production and im- 
portation of Japanese cigar and cigarette lighters which, rather than 
working for the fuller operation of the forces of free enterprise and 
competitive markets, are working to the detriment of those forces. 

The Tariff Act of 1930 levied a duty of 110 percent on cigar and 
cigarette lighters. This duty was reduced in 1951 to 55 percent as a 
result of the Torquay negotiations. The history of the domestic 
industry clearly demonstrates that this reduction went too far and 
caused positive injury to the United States industry. Any further 
incursions would have serious implications for the industry and indeed 
for the economic strength of this country. As the President indicated 
in his message, the economic mobilization basis of the United States 
must be considered in enac ting the law and in making determinations 
under it. 

The cold fact is that the United States lighter manufacturing 
industry has shrunk to an alarming extent. After the shorthaul post- 
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war manufacturers had gone out of business there remained 60 
companies manufacturing lighters in 1951. Now, only 4 years later 
only 12 companies are presently thus engaged in the United States, 
and there has, of course, been a concurrent shrinkage in the labor 
force of this industry. Furthermore, the volume of business of 
United States lighter producers has diminished drastically. We are 
convinced that these results are not solely attributable to technological 
advancement or to lessening of demand for the product. They are 
directly attributable to the reduction of duties and to the shameful 
type of competition from Japan, although we hesitate to term it 
competition in any true sense. 

As this committee knows, costs of manufacturing United States 
products generally are higher than those of producing foreign imported 
products. In the lighter manufacturing industry this is particularly 
true due to a combination of circumstances: (1) United States lighter 
manufacturers have expended and continue to expend large sums of 
money in basic engineering research and development of their product. 
The Japanese producers do not incur such expenditures; (2) the manu- 
facture of lighters in the United States requires, to a relatively large 
extent, skilled and well paid labor. In fact, juxtaposition to the 
ratio of 12 to 1 between Japanese and United States wage scales; 
the relationship is about 20 to 1 for the cigarette-lighter industry. 
This because Japanese lighters are, by and large, the product of house- 
hold or cottage industry, with child labor utilized to a great extent; 
(3) United States manufacturers of lighters have undertaken ex- 
tensive and expensive promotional and advertising campaigns to 
secure public acceptance of their product. The importers of Japanese 
lighters are reaping the benefits of such campaigns because of their 
slavish imitation of the United States product. 

At this point I would like the chairman to observe two cigarette 
lighters. 

The CuarrmMan. Go ahead with your statement and let your 
associate present your exhibits. 

Mr. Rorn. The manufacturers and importers of Japanese lighters 
are guilty of unfair competition and unfair trade practices which give 
them an improper advantage over United States producers. Not 
only do they engage in product piracy, but these lighters are markedly 
inferior products, thereby resulting in deception of the United States 
public and discouraging the United States public with the genuine 
and superior American product. The history of the importation of 
Japanese lighters is a shameful one, and, in fact, in the one jurisdiction 
where the issue has arisen in litigation the court recognized that the 
producers and importers of Japanese lighters have been attempting 
to have a free ride. 

Competition is healthy, for under our free enterprise system it 
should result in better products for lower costs to the consuming public. 
But these results do not follow in this situation. True, the Japanese 
lighters are cheaper than the American lighters, but they are inferior 
products and are being palmed off as something other than what they 
are. They are produced by the Japanese manufacturers solely with 
the thought of deceiving the American consumer into thinking that 
they are buying the brand name article at a bargain price. If the 
quality were the same perhaps the manufacturer alone would suffer, 
but since they are slavish imitations and of such poor quality, the 
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consumer suffers. Such unfair competition and product piracy are 
condemned by our own business community, and should be condemned 
by our Government. 

We, the Cigarette Lighter Manufacturers Association, make this 
presentation to acquaint the members of this committee with this 
situation which is so unique to our industry. To the best of our 
knowledge, in no other American industry does there exist a combina- 
tion of these elements: 

1. The results of the lower tariff standards have been more drastic 
in nature and extent with respect to: (a2) employment, (5) sales; (c) 
prices, (d) profits. 

2. The products of this industry have well-established brand names 
carefully built up over a period of years which cannot be permitted to 
deteriorate. The United States industry cannot produce an inferior 
product to meet this type of cheap competition without entirely 
destroying the market. 

3. The deception of the United States public is carried out on a 
massive scale and the public interest must be served by protective 
measures. 

By the actions of the producers and importers of Japanese lighters 
it is apparent that the Japanese Government has failed to live up to 
its undertaking in the treaty of peace wherein it assumed the following 
obligation in specific language: 

* * * in public and private trade and commerce to conform to internationally 
accepted fair practices. 

Failure to reduce the duties on lighters will not seriously affect 
Japanese dollar needs. On the other hand, the dollar earnings of 
Japan could be properly increased by the production and sale of good 
lighters which would not be slavish imitations and which would be 
genuinely competitive with United States lighters. 

The President referred in his message to the fact that— 
numerous uneconomic manmade barriers to mutually advantageous trade, and 
the flow of investment are preventing the nations of the free world from achieving 
their full economic potential. 

We agree that any such barriers must be examined carefully and not 
constructed unless demanded by the circumstances. The committee 
realizes that the economic strength of the United States is as important 
to our security as is the “economic strength among our allies.” 

We submit that any action which is taken by this Government 
cannot be taken blindly across the board. Care must be taken to 
protect the economy of the United States. We have demonstrated 
here that this important segment of our economy—the manufacture 
of cigar and cigarette lighters—has been jeopardized over the past 
years and may be more seriously jeopardized unless care is taken to 
protect it. 

Thank you, gentlemen. 

The CuHarrMan. Does that complete your statement? 

Mr. Roru. Yes, sir. 

The CHarrMan. Let me inquire briefly for information here, Mr. 
Roth. 

Mr. Rornu. Yes, sir. 

The CHarrman. You have exhibited to the committee here two 
—. lighters. 

Mr. Rorn. Yes, sir. 





(RADE AGREEMENTS EXTENSION 2091 


The CuHarrMAN. One has the name “Hadson,” and, the other, 
“Ronson.” 

Mr. Roru. Yes, sir. 

The CuarrMan. The Ronson is an American lighter? 

Mr. Rornu. Yes, sir. 

The Cuarrman. Where does the Hadson come from? 

Mr. Roru. Japan. 

The Cuatrman. Well, this Ronson is the American lighter? 

Mr. Roru. Correct. 

The CuarrMan. Made in this country? 

Mr. Rorn. Yes, sir. 

The CuarrMan. It says right here on the back of it ‘Ronson, 
trade-mark, standard, made in England.” 

That is stamped right on it. 

Mr. Ror. That is not sold here. I am sorry. 

The CHarrMan. “Made in England. British patent No. 621570.” 

So you have presented as an exhibit to your testimony a lighter made 
in England. You say it is the American lighter. 

Mr. Rorn. Iam sorry. That was an error. 

Here is the one. 

The Cuarrman. All right, the one you now hand me is named 
ean Maximus, United States patent,’ and it gives the number 
there. 

Now this Ronson is made in the United States? 

Mr. Roru. That is right. 

The CuarrmMan. And the other Ronson you presented is made in 
England? 

Mr. Roru. That is right. 

The CuarrMan. You make them in both countries? 

Mr. Roru. That is right. 

The Cuarrman, All right, thank you. 

We thank you for your appearance and the information given the 
committee. 

Are there any questions of Mr. Roth? 

Mr. Harrison. Mr. Chairman. 

The CuarrMan. Mr. Harrison of Virginia will inquire. 

Mr. Harrison. Is the English one your personal one that you use? 

Mr. Roru. That happened to be one that was sent to me, but it is 
not sold in this country. 

Mr. Harrison. It is not sold in this country? 

Mr. Rorn. No. These were samples that were brought over as a 
sample of the work they do there, but they are not sold in this country 
at all. 

Mr. Harrison. But the one you use is the one made in England? 

Mr. Roru. That is right. 

Mr. Kean. Mr. Chairman. 

The Cuarrman. Mr. Kean of New Jersey will inquire. 

Mr. Kean. You are connected with the Ronson Co.? 

Mr. Rorn. Yes, sir. 

Mr. Kean. Are they closing down their Newark plant? 

Mr. Rorn. They have. 

Mr. Kean. They have closed it down? 

Mr. Roru. Yes, sir. 

Mr. Kean. And moved it south? 
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Mr. Rorz. No. They had to consolidate their operations to: 
Strasburg, Pa. 

Mr. Kean. They had one in Strasburg and one in Newark, too. 

Mr. Rorn. Yes. And they had to consolidate their operations. 

Mr. Kean. Owing to a reduction in the volume of the lighters 
that are being made? 

Mr. Rornu. Yes, sir. 

Mr. Kean. Now you suggest here that, beside the fact that 
feel that the tariff was cut too far, the most important thing whic Fay 
injuring your company is the question of what you call unfair com- 
petition. How would you think we ought to get after that? 

Mr. Rorn. Well, I feel that there ought to be some proviso or 
amendment that would provide that positive findings be made with 
respect to each article which may be subject to tariff negotiations to- 
determine that the Japanese are complying with specifically their 
undertakings in the peace treaty which stated that they would adhere 
to internationally accepted fair practices. 

Mr. Kean. Would you make a definition of what was international 
fair practices? 

Mr. Roru. We would in the bill, we would there, Congressman. 
In this country we have direct recourse in the courts against anyone 
that slavishly imitates or copies a product. You have unfair trade 
practices and you can go to court and get relief. But you can’t do 
it in a foreign country, and consequently there must be some means 
of protecting the American industry. 

Mr. Kean. Japan is practically the only country that does this? 

Mr. Roru. Japan is the only country that we know of that slavishly 
imitates the cigarette lighters. As one of the courts stated, they 
were getting a free ride on the big load of advertising or the multitude 
of advertising that the United States industry has built up over a 
number of years. 

Mr. Kean. Does that lighter that is made in Japan have the 
‘“Made in Japan” stamp on it in a prominent place? 

Mr. Rornu. It is, true. But you cannot detect the difference by 
just taking an individual glance at it. 

Mr. Kean. May I look at it? It has it perfectly clear. 

Mr. Roru. Even the box itself. 

Mr. Kean. As to this Hadson, the trade-mark where you say 
‘“‘World’s greatest lighter,”’ is that your trademark? 

Mr. Roru. That is our trade-mark. 

They have even gone to using the same logotype giving the same 
effect. Ronson has this long logotype, almost the same thing as you 
see there. From a distance you would be deluded into thinking that 
you were buying the American-made lighter. 

The CuarrMAN. Are there any further questions? 

Mr. Exsernarter. Mr. Chairman. 

The CuatrMan. Mr. Elberharter of Pennsylvania will inquire. 

Mr. Esernarter. I think the Ronson is recognized as a company 
that makes perhaps the highest-priced line of cigarette lighters in the 
United States? 

Mr. Roru. Yes; they have some in their line to that extent. 

Mr. Exsernarrer. Then generally speaking they are recognized as 
the leading company in the United States making high-priced lighters. 
You have many different kinds and type of lighters. 
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Mr. Rorn. They run from $4.95 to as high as $200 for the precious 
metal lighters. 

Mr. Esperoarter. There are many other lighter companies in the 
United States who manufacture a much cheaper brand for the market? 

Mr. Rorn. Yes. You have several others such as Zippo and 
Regent and ASR, who manufacture lighters that run from $2.95 up to 
possibly $7.50. And Zippo makes lighters up to $200, too. 

Mr. Esernarter. The Zippo Manufacturing Co. I am a little 
familiar with because that is in my home State of Pennsylvania. 

Mr. Rora. Yes, sir. 

Mr. Esernarter. They are a very strong competitor with the 
Ronson in the lower price grade that you make? 

Mr. Ror. Yes. 

Well, they likewise—Mr. Yates, I believe, and Mr. Crowell of the 
Zippo Co. were down recently appearing before the Tariff Commission, 
and complained of a similar imitation of their own lighter. 

Mr. EserHartTeR. You would not say that a person who has any 
discriminatory taste whatsoever would mistake your Ronson lighter 
for this Japanese imitation, would you? 

Mr. Roru. Yes, they would. They do. As a matter of fact, may 
I indicate the practice that some pursue. They put one of their Japa- 
nese lighters on a can of Ronsonol without indicating what the make 
of the lighter is, leaving it to the consuming public to think they are 
buying a Ronson lighter. 

Mr. Eseruarter. That is all. 

The CuarrMANn. We thank you for your appearance. 

Mr. Jenkins. Mr. Chairman. 

The Cuarrman. Mr. Jenkins will inquire. 

Mr. Jenkins. The substance of your complaint, as I see it, is not 
so much the importation of these Japanese lighters for the benefit 
of the Japanese, but they imitate yours so completely that the sales- 
men or merchant in this country is the real profiteer. He makes 
more out of it than the Japanese do because he can imitate and put it 
alongside of yours and he will get $2 for an article that only cost him 
60 cents maybe. 

Mr. Rorn, I do not know whether that is so. But certainly, as I 
indicated, as far as the lighter manufacturers are concerned, we are 
not so much concerned with the Japanese competition as such if they 
would make a lighter of their own original construction rather than 
ape and slavishly imitate our own. 

Mr. Jenkins. That is all. 

The Cuarrman. Mr. Baker of Tennessee. 

Mr. Baker. I want to get the comparative price between these, 
between this Japanese lighter and your Ronson Maximus. This is 
mine, not yours. They look just alike. Is the selling price com- 
parative? 

Mr. Roru. Well, that Maximus would sell for around $8.50 to $10, 
in various types. The Japanese lighter will sell anywhere from, well, 
they started out selling at $2.98, and they are now being sold for 98 
cents. 

Mr. Baker. The one you exhibited there looked to me just like 
this one with the name Hadson. 

Mr. Rorn. Yes. 

Mr. Baker. And that would sell for what? $2.98? 

Mr. Rornu. I have seen them sold for 98 cents. 
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Mr. Baker. 98 cents? 

Mr. Roru. Yes, sir. 

And putting them side by side you couldn’t tell the difference. 
You see this lighter of a similar type to the Ronson. We sell this for 
about $6 or $5.95. Your Maximus is a gas lighter whereas this is a 
fuel lighter. Putting them side by side you could not tell the differ- 
ence. But after a while this one proves to be inferior. Its work- 
ability is very poor. 

Mr. Baker. What is the present tariff on a lighter of that kind? 

Mr. Roru. The tariff is 55 percent. 

Mr. Baker. And they still sell for around $2 as compared to this 
$10 one? 

Mr. Roru. The Japanese lighter? 

Mr. Baker. Yes. 

Mr. Roru. Yes, they sell for $2. 

Mr. Baker. All right. 

Mr. Baker. That is all. 

The CHarrMan. Mr. Eberharter will inquire. 

Mr. EBeRHARTER. How does it come about that none of these 
lighters manufactured by your organization in England are imported 
into this country if they have so much cheaper labor? 

Mr. Rorn. Well, we would not import them here. We have our 
own labor force here manufacturing our own products here in America. 

Mr. Espernarter. And the corporate setup in England has an 
arrangement with your corporate setup here not to export any of their 
products over here? 

Mr. Rorn. No. 

Mr. Eseruarter. Isn’t there that understanding? 

Mr. Roru. No. 

Mr. Esernarter. Well, if the labor is so much cheaper over there 
and you manufacture them so much cheaper over there in England, 
why don’t you manufacture them all over there? 

Mr. Rorn. The manufacturing cost is not so much cheaper in 
England compared to that of the United States. 

Mr. EserHarter. Well, most of the testimony we have had for 
many days now has been to the effect that the manufacturing costs 
in the countries of Europe are so low that the American manufac- 
turers cannot compete with them. But that is not true of your 
company? 

Mr. Roru. I do not know whether they are referring to English 
labor rates. I do not know whether they are referring to labor costs 
in England. But we know there is an awful lot of labor that goes 
into the manufacture of a lighter. 

Mr. Exsernarrer. So the Ronson Co. in England is constantly 
manufacturing these lighters that are practically the same as those 
constantly manufactured in the United States? 

Mr. Roru. I do not have the cost figures at the present time. 

Mr. Esernarter. Do you not have an idea what they are? 

Mr. Rors. At the present time I would not know. But, if you 
wish me to, I can certainly supply the information to you. 

Mr. Exseroarter. Thank you very much. 

The CuarrmMan. We thank you, Mr. Roth, for your appearance. 

Mr. Rors. Thank you. 

(The following statement was submitted for the record:) 
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NATIONAL COUNCIL OF AMERICAN IMPORTERS, INC., 
New York, N. Y., February 9, 1955. 
Hon. JERE Cooper, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington 25, D. C. 


Str: We offer the following statement in connection with cigarette lighters in 
support of H. R. 1, the bill to extend the a trade program. 

On February 3, John J. Roth of Newark, N. J., came before your committee 
and gave testimony which is seriously Sicleatind in its important points. We 
cannot let such testimony go unchallenged. 

Mr. Roth, who appeared for domestic lighter manufacturers, is a top executive 
of the largest cigarette lighter manufacturing firm in the world. His company 
exports extensively to all parts of the world and has factories in foreign coun- 
tries. It is ironical that he should be the spokesman for those who wish to curtail 
American foreign trade in cigarette lighters. 

The representative of domestic lighter manufacturers seeks to give the im- 
pression that the local industry consists of small, struggling manufacturers try- 
ing to establish a new industry. Nothing could be further from the truth. Only 
approximately 3 percent of lighters sold in America represent imports; the 
remaining 97 percent are of domestic manufacture. Moreover, most of this 97 
percent is supplied by 3 or 4 firms. 

Mr. Roth’s argument is based on a statement which, though technically correct, 
is completely misleading. Mr. Roth stated that the Tariff Act of 1930 levied a 
duty of 110 percent on cigarette lighters and this duty was reduced in 1951 under 
the Torquay agreement to 55 percent. However, the actual duty paid on com- 
bination pocket and table cigarette lighters up to the end of 1951 was not 110 
percent but 30 percent. This rate of 30 percent was in continuous effect for 
nearly 10 years, from about 1942 to 1951, with the full sanction of the Bureau 
of Customs. Late in 1951, as a result of pressure from the 1 or 2 giant-size 
United States cigarette lighter manufacturers, the Bureau of Customs saw fit, 
with less than 30 days notice to the importing trade, to reverse its unbroken 
10-year administrative ruling, and to hold that the 30 percent rate no longer 
applied, but that the 110 percent rate was thereafter applicable. This classifica- 
tion change concided with the Torquay reduction. The net effect of these 
changes was that, far from a duty reduction from 110 percent to 55 percent on 
cigarette lighters, the effective duty was in 1951, nearly doubled, from 30 percent 
to 55 percent. All of these facts may, of course, be easily verified through the 
Bureau of Customs. Mr. Roth’s entire argument is, of course, completely shat- 
tered by the facts thus revealed. There was no duty reduction on lighters— 
the duty was doubled. The fact that domestic producers have dwindled in num- 
ber is not the result of importations. A more likely cause is pressure and com- 
petition from the huge American companies in the field. 

Mr. Roth speaks of expenditure by domestic manufacturers of large sums of 
money for “basic engineering research.” It would be hard to guess what this 
engineering research has entailed or accomplished, in view of the fact that there 
have been practically no basic changes in cigarette lighters for a quarter of a 
century. With respect to the domestic lighter industry’s solicitude for labor, it is 
interesting to note that, within the last year, two of the largest domestic manu- 
facturers, in order to move to distant low-wage areas, have walked out of factor- 
ies located in New York and New Jersey, thereby stranding hundreds of special- 
ized workers. 

Mr. Roth also made some irresponsible statements about unfair competition by 
importers from Japan. These statements are not—and cannot be—supported. 
There is no special problem of unfair competition from such importers. What 
Mr. Roth is really concerned with is the fact that a certain large American 
manufacturer which had enjoyed a 24-year mechanical-patent monopoly on its 
prodtct and a long statutory design-patent monopoly, had finally come to the 
point where these patents expired, thereby permitting others to use the mechanism 
and the design and to produce serviceable lighters of good quality at a modest 
price. This manufacturer is now bitterly concerned because its monopoly has 
come to an end and it takes the position that any other firm which produces 
articles now in the public domain is, by that fact alone, engaging in piracy. 
This is the real complaint of the spokesman for domestic manufacturers. Con- 
trary to Mr. Roth’s statement, the claim of piracy has been specificaly disallowed 
in the American law courts. The statements regarding poor quality, deception 
of the public, damage to brand names, etc., are purposely vague, since they cannot 
be supported. 
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Much of the foregoing was admitted last July by Bernard Ring, who is the 
secretary of the Cigarette Lighter Manufacturers, Inc., the same organization of 
which Mr. Roth is president. Mr. Ring stated that the important reasons for 
the decline in domestic production were expiration of American patents, the 
imposition of an excise tax (which incidentally applies to importers as well as 
to manufacturers), the decline of the Korean war buying boom, etc. None of 
these reasons has anything to do with competition from importers as such. 

It is important to note that there is practically no domestic production of 
inexpensive cigarette lighters which a person of limited means might purchase for 
his own use. The American lighter industry is almost entirely confined to the 
production of expensive lighters retailing for not less than $3.50 and for as high 
as $20 and $30, all designed as costly gift items. The domestic industry bas never 
concerned itself with inexpensive lighters. If it were not for the imported 
product, there would be no reasonably priced lighters on the American market 
at all. 

The fact is that imported lighters and domestic lighters do not compete with 
each other, because they are in price classes so widely different and fill such 
varying needs. Anyone who wishes to buy a $10 lighter for a gift is not inter- 
ested in a $1 lighter. The purchaser of a $1 lighter has no interest in the 
expensive lighter. If there were no $1 lighters available, he would not buy 
any, but would use matches. 

It is a fact which can be readily verified that the landed cost, including duty, 
of the average imported pocket lighter is very much the same as the cost of 
producing a lighter in this country. The figure would be in the neighborhood 
of 35 cents or 40 cents per lighter, in the plain model. And yet, while the imported 
lighter might wind up retailing for $1 or $1.50, the domestic counterpart retails 
for $5, $6, or $7. What accounts for this vast difference in retail selling price? 
The answer is that the importer merchandises his article in a plain package, 
without advertising fanfare, and without elegant and expensive boxes, and 
is content—in fac, is obliged to accept—a very small profit. The United States 
manufacturer, on the other hand, may take his 40-cent lighter, add 50 cents to 60 
cents in packaging and displays; 50 cents or 55 cents more in radio shows; tele- 
vision programs; 4-color full-page advertisements in Life magazine and the 
New Yorker; and then add a generous profit on top of this swollen cost. By 
the time the retail dealer purchases the article and doubles his cost to arrive 
at the consumer’s price, the domestic product has mushroomed to an unreason- 
ably high price. 

The marketing of the domestic product, in other words, is extremely wasteful 
and is loaded with extras. It is scandalous that our Government should be asked 
to subsidize expensive and wasteful merchandising by maintaining existing high 
tariffs on cigarette lighters. The 3 or 4 giant domestic manufacturers are, in 
effect, presenting a bill to the American public for radio shows, for TV enter- 
tainment, for multimillion-dollar advertising budgets, for large staffs of high- 
priced lobbyists, for inflated corporate salaries, and for similar items related 
to the cost not of manufacturing cigarette lighters, but rather to promoting the 
sale of lighters as expensive gifts. 

The present 55 percent duty is much too high. An ad valorem rate of over 50 
percent applies to relatively few products. It results in limiting importation of 
cigarette lighters to a very low figure. Lighter importers are decidedly small 
business. The whole lighter importing trade consists of a handful of family- 
size and family-owned firms. The profit margin on which importers work is so 
small that any slight fluctuations in consumer demand, and therefore in selling 
price, necessarily forces some importers to drop cigarette lighters from their 
line. It is submitted that the existing 55 percent ad valorem tariff should be 
decreased by a third or a half. 

Inexpensive articles like imported lighters commonly fall into certain fixed 
retail-price categories. Simple, plain finished lighters, for example, are. com- 
monly sold at $1 by the retailer, and the importer’s selling price must be geared 
to the ultimate retail price. On the other side, the importer’s purchase cost is 
also relatively inflexible. The foreign supplier does not and cannot adjust his 
price according to the vagaries of the American market. This means that it is 
the importer who must absorb extra expenses, such as increase in foreign costs, 
Federal excise taxes, ete. His cushion of profit is very thin and yet he cannot 
pass on additional expenses. 

The domestic manufacturer, on the other hand, has no such problem. His 
articles are high priced, his profit margin is wide; he could absorb increases, if he 
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had to. But he does not have to: huge advertising budgets make it easier to pass 
on increases to the public. 


Cigarette lighters are one of the few commodities on which the effective duty 
has been increased, in fact, doubled. This article is eminently one on which 
duty reductions should be made in the near future. The tears being shed by the 
spokesman for the large domestic lighter producers are obviously of the crocodile 
variety. American production is not hurt by imports. The public interest de- 
mands a reduction in duties on cigarette lighters, and a bill permitting such 
reduction should be favorably acted upon. 

Yours very truly, 
SMOKERS’ ARTICLES DIVISION OF THE NATIONAL 
CoUNCIL oF AMERICAN IMPORTERS, INC. 
By SAMUEL FRANKEL, Chairman. 


P. S.—May we respectfully request that this letter be inserted in the record 
of the hearings on H. R. 1. 

The CuarrMan. Next is Mr. Glenn Nuss. 

Is Mr. Nuss here? 

Come forward, please, sir, and give your name and address and 
the capacity in which you appear, and also the name of your associate, 
please, sir, for the record. 


STATEMENT OF GLENN NUSS, PRESIDENT AND TREASURER, 
WHITE SEWING MACHINE CORP., CLEVELAND, OHIO; ACCOM- 
PANIED BY JOHN SCOTT, JR., CLEVELAND, OHIO, COUN- 
SEL FOR WHITE SEWING MACHINE CORP. 


Mr. Nuss. My name is Glenn Nuss. I am president of the White 
Sewing Machine Corp. of Cleveland, Ohio. My associate is Mr. 
John Seott, who is a member of the firm of general counsel who 
represent our corporation. 

I want to thank the committee for affording us the opportunity 
of appearing. I apparently labored under a misapprehension. I| 
thought we were to be limited to about 10 minutes, and we have 
confined our brief to about that time. 

I want to say that our company did not win the last war. I have 
not contained in any of our remarks any reference to our defense 
activities or that we are indispensable. We think we are and we 
can make a good case to that point if the committee desires it. 

White Sewing Machine Corp. and its predecessor, White Sewing 
Machine Co., have been engaged in the production of household 
sewing machines in the United States since 1866. 

As of this date, White Sewing Machine Corp. is the only American 
corporation engaged exclusively in the manufacture of sewing machines 
of the household type. 

I appear before you today as the president of an American cor- 
poration which has been substantially injured by imports from foreign 
countries, and which is likely to suffer additional mjury if H. R. 1 
is enacted. 

Prior to the Second World War, sales of imported household sewing 
machines represented a very small part of the total sales of house- 
hold sewing machines in the United States. For example, in 1941 
the dollar volume of sewing machine imports was only about $186,000 
while the dollar volume of White Sewing Machine Corp.’s sales was 
about $11,139,000. However, in 1953 the dollar volume of sewing 
machine imports was about $24,500,000 as compared to a dollar 
volume of White Sewing Machine Corp.’s sales of about $19,500,000. 


57600—55—pt. 2——-47 
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Thus, in 1941 imports were equivalent to less than 2 percent of White 
Sewing Machine Corp.’s sales, while in 1953 imports were equivalent 
to more than 120 percent of White Sewing Machine Corp.’s sales. 

According to Department of Commerce figures, it would appear 
that approximately 700,000 sewing machines of household type were 
imported into the United States in 1953. It is estimated that approx- 
imately 700,000 household sewing machines were produced in the 
United States during the same year. Thus, imported sewing ma- 
chines accounted for approximately 50 percent of all sewing machines 
made available for sale in the United States in 1953. 

So far as the American consumer is concerned, there was no need 
for this importation of sewing machines because the American sewing 
machine manufacturers were equipped in 1953 to produce approxi- 
mately twice as many sewing machines as they did produce in that 
year. 

? Hand in hand with the increase in imports of sewing machines 
has come a decrease in exports. Thus, in 1950 White Sewing Machine 
Corp.’s dollar volume of sewing machine exports, exclusive of Canada, 
was about $232,000 while its dollar volume of exports in 1953, exclu- 
sive of Canada, was about $53,000. 

VOne of the great factors in the growth of sewing imports has been 
the arrival of Japan as a major exporter to this country of sewing 
machines. The average annual prewar—1934—41—dollar volume 
of Japanese sewing machines imported into the United States was a 
little over $10,000, while the average annual postwar—1948-53— 
dollar volume of Japanese sewing machines imported into the United 
States has been over $5 million and, in 1953, the dollar volume of 
Japanese sewing machines imported into the United States was over 
$8,400,000. According to Department of Commerce figures, approxi- 
mately 440,000 sewing machines were imported from Japan in 1953 
as compared to total imports from all countries, including Japan, of 
approximately 700,000 units. As was previously stated, it is esti- 
mated that 700,000 sewing machines were produced in the United 
States during 1953. Thus, imports from Japan represented about 
one-third of all sewing machines either imported into, or produced in, 
the United States in 1953. 

As was said earlier in this statement, White Sewing Machine 
Corp. is the only American corporation now engage ed exclusively in 
the production of household sewing machines. ‘ebruary of 1954, 
two American sewing machine manufacturers seuued production of 
sewing machines and disposed of their plants and manufacturing 
equipment. I have no direct information as to what caused said 
manufacturers to cease the manufacture of sewing machines, but, 
in view of our own experience, the explanation would seem to lie 
in the unfavorable competitive environment engendered by unlimited 
imports of sewing machines. 

This unfavorable competitive environment is the result of a number 
of factors. 

The first factor is the greatly increased number of imported sewing 
machines placed on the American market, many of them at prices 
which an American sewing machine manufacturer cannot hope 
to meet. This great influx of sewing machines from abroad throws 
the supply out of balance with the demand, and produces the adverse 
economic results which commonly follow in such a situation. 
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A second factor, which is related to the first factor in part, is the 
wage scale of workers in sewing machine manufacturing plants in 
other countries. We understand that the average hourly wage paid 
in European sewing machines plants ranges from 60 to 70 cents an 
hour, and that the average hourly wage paid in Japan ranges from 
20 to 40 cents an hour. In 1954, the average hourly wage paid by 
White Sewing Machine Corp. was $1.85 per hour, plus 30 cents an 
hour for so-called fringe benefits, including such items as pensions, 
social security, life insurance, vacations, and holidays. Since labor 
costs represent a large percentage of the cost of a sewing machine, 
it is obvious that American sewing machine manufacturers are in a 
bad competitive situation. 

A third factor instrumental in producing the unfavorable competi- 
tive environment is the fact that certain importers, wholesalers, and 
retailers of imported sewing machines have employed practices which 
have been, and are now, under investigation by the Federal Trade 
Sommission. The two principal practices found to exist, and which 
have been condemned by the Federal Trade Commission, are the sale 
of imported sewing machines which were inadequately marked as to 
the country in which they were manufactured, and the sale of imported 
sewing machines under familiar American trade names such as 
Cadillac, Zenith, Hudson, Mercury, Admiral, Hoover, and Royal. 
Singly or in combination, the net effect of these practices has been to 
confuse the American buying public. This confusion has led to the 
palming off of imported sewing machines as the products of American 
manufacturers. 

The effect of this competitive situation on White Sewing Machine 
Corp. becomes apparent on examination of its earnings and its payroll. 
As imports of sewing machines have increased, the corporation's 
profits and payrolls have decreased. Thus, in 1949, when the dollar 
volume of imports was approximately $9 million, White Sewing 
Machine Corp., earnings, after taxes, were in excess of $4 million, and 
its factory hourly payroll was in excess of $4,600,000. However, in 
1953, when the dollar volume of imports was over $24 million, White 
Sewing Machine Corp., earnings, after taxes, were slightly over 
$200,000, and its factory hourly payroll was less than $3,106,000, in 
spite of the fact that its hourly wage, exclusive of fringe benefits, on 
comparable dates was $1.81 in 1953 as compared to $1.57 in 1949. 

Similarly, as imports have increased, the number of hourly produc- 
tion workers employed by White Sewing Machine Corp. has decreased. 
Thus, in 1949, the average number of hourly production workers 
employed by the corporation was 1,550, while the average in 1953 was 
about 700. 

Figures for the year 1954 are not yet available, but it is clear that 
in 1954 White Sewing Machine Corp. operated at a very substantial 
loss. Furthermore, the number of hourly production workers em- 
ployed by it has been reduced to about 500, and its factory hourly 
payroll for the year was less than $2,104,000. Thus, during the 
period 1949-54 the number of hourly production workers of White 
Sewing Machine Corp. has dropped from 1,550 to 500, and its annual 
factory hourly payroll has dropped from $4,600,000 to a little over 
$2,100,000. 

In the foregoing statement, I have attempted, in summary form, 
to show the drastic adverse effect of increased imports on one 
American industry. 
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For the further study of the members of this committee, there have 
been attached to this statement schedules A to E which amplify the 
points discussed herein. We ask that they be included in the record. 

The CuarrMan. Without objection, it is so ordered. 

(The information referred to is as follows:) 


SCHEDULE A 


Dollar volume of sewing machine imports, 1930-53 





| Imports Imports || | Imports Imports 
| fromall | from \| | from all from 
| countries | Japan | countries Japan 


| 





$1, 598 || 
8, 196 
4, 323 || 
16, 175 
39, 191 || 
13, 443 |) 
27, 082 , 528, ¢ $74, 435 
202, 720 | 2,081 || 1949 1, 416, 870 
126, 517 | 614 || 19% . 310, 4, 743, 538 
164, 880 | 788 || 7 6, 124, 464 
114, 291 Set Gans osteneSaamnteeaetes 22, 087, 292 9, 244, 721 
186, 583 W020 Bie Soho ds 0945 abe 24, 554, 746 8, 479, 677 





1 War years. S B 
CHEDULE 


Dollar volume of sewing machine exports 


| | 
| White |, White 
Sewing Sewing 
Total | “OGM | Total | Mpstine 
exports exports || exports exports 
(exclusive || (exclusive 
of Canada) |) of Canada) 


$60, 705 $151, 507 
35, 837 é 205, 670 
42 ad . ( 232, 077 

3 2 89, 153 

57, 377 

53, 822 


1 Not available to White Sewing Machine Corp. 
2 War years. 


ScHEDULE C 


Unit production and unit sales of White Sewing Machine Corp., 1949-53 


Unit pro- 


duction Unit sales 


350, 789 

71, 659 
223, 015 
214, 392 
198, 172 


ScHEDULE D 


Net Earnings after Taxes of White Sewing Machine Corp., 1949-538 


Net earnings after taxes Net earnings after taxes 


$4, 126, 712. 82} 1952 $658, 035. 36 
3, 627, 254. 00 | 1953 207, 517. 42 
1, 004, 372. 80 
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SCHEDULE E 


Average number of hourly employees, hourly wage (erclusive of fringe benefits) 
and total hourly payroll of White Sewing Machine Corp., 1949-53 


res Number of| Hourly ie | 
Year employees wage | Total payroll 


i 
SOO ia inca aithteall catia nina tiiiin: aR aia iat ities 1.57 | $4,688, 311.13 
1950 ibe | ree 71 4) 960, 215. 93 
1008 653506350080 Sa eet as A Pi | 72 | 3, 200, 758. 89 
IO is oad casi Erdle oe aliibeasle bales aee sedate ahead 4 . 87 | 2, 595, 684. 66 
NOIR oe ahs einai beh emia eee tee a sshd’ 81} 3, 105, 233. 57 


| 
! 


As of approximately Dec. 1 of each year, except 1951 which is as of Aug. 13 (the plant having been on 
strike from shortly thereafter through the remainder of 1951). 


Mr. Nuss. The White Sewing Machine Corp. is strongly opposed 
to any further reduction in the duties imposed on the importation of 
sewing machines. 1, therefore, urge that this committee diapprove 
H. R. 1 and its companion bill H. R. 536. 

The CHatrRMAN. Does that complete your statement, Mr. Nuss? 

Mr. Nuss. Yes, sir. 

The CHarrMan. We thank you for your appearance and the 
information given the committee. 

Let me ask you one question for information. Inviting your 
attention to the top of page 2 of your statement, the second paragraph 
there, we find these words: ‘exclusive of Canada.” Why did you 
leave Canada out? 

Mr. Nuss. We have really never considered Canada as a foreign 
country. We have a wholly owned subsidiary sales company in 
Canada. They do no manufacturing. We manufacture at Cleveland 
and ship to Canada, incidentally, paying a 15 percent duty on every 
machine which we bring into Canada, while Canadian manufactured 
sewing machines are brought south across the border at 10 percent. 

The CHarrMaN. So, for your purposes, then, you consider Canada 
as a part of the United States? 

Mr. Nuss. Yes, sir. 

Mr. Jenkins. Mr. Chairman? 

The CHarrMan. Mr. Jenkins, of Ohio, will inquire. 

Mr. JENKINS. Let me ask you this: You represent, as you say, 
the White Sewing Machine Corp.? 

Mr. Nuss. Yes, sir. 

Mr. JENKINS. What can you say with reference to the other sewing 
machine manufacturing companies of the Nation, not that I want 
you to pinpoint just exactly what their business is, but can it be 
said that their business is in about the same shape as you are? 

Mr. Nuss. I do not think so, sir. A competitor of ours is an 
international concern with a bank in Scotland, New Brunswick, 
Germany. I think that is all. 

Mr. Jenkins. In other words, they protect themselves by investing 
in foreign countries? 

Mr. Nuss. I believe they do, sir. 

Mr. Jenxrins. In other words, they are American people, American 
capital, and in order to protect other American capital here they have 
to go to foreign countries? 
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Mr. Nuss. My competitor has annual sales, I believe, from pub- 
lished reports, of about $400 million a year. I am not in their class. 

Mr. Jenxrins. I do not want to have any comparison made as to 
yourself at all, but the sewing machine business is a big business, and, 
of course, you do not do it all? 

Mr. Nuss. No. 

Mr. Jenkins. But you have a compact little business compared to 
the total business, and you have given us your story here and the 
story is that you are just about to wind up unless we can do something 
to help vou; is that not about right? 

Mr. Noss. I think that is right, sir, but we will go down fighting. 
We may have to diversify, but all we ask is a show for our alley. 

Mr. Jenkins. You have to meet this foreign competition in vari- 
ous ways. They imitate and counteract you in every way they can, 
and consequently you are also an American industry about to go out 
of business unless we can do something? 

Mr. Nuss. Two have already gone out of business for what reason 
I do not know. 

Mr. Jenkins. Thank you. 

Mr. Mason. Mr. Chairman? 

The CuatrMan. Mr. Mason, of Illinois, will inquire. 

Mr. Mason. You stated you have been injured substantially in the 
last 10 years. Have you applied under the escape clause for some 
relief? 

Mr. Nuss. We have not to date, sir, we have been contemplating 
it, but I see no hope there. I have followed closely the industries 
who have attempted to get relief, and I do not see them getting much 
relief. 

Mr. Mason. My second question is: Where were those two that 
went out of business located? 

Mr. Nuss. They were located in your State, up in Illinois, National 
Sewing Machine in Rockford or Belvidere, and the Free Sewing 
Machine. 

Mr. Mason. Rockford is not in my district now, but it used to 
be, so I am familiar with that one that went out of business, and 
Belvidere is in my district and I know that situation, and between 
the two of them there were at least 1,500 to 1,800 people employed 
directly in the production and both are closed. 

Mr. Nuss. I think there is more than that, sir. You are talking 
only of production workers. There were office workers, supervisory, 
and sales people. 

Mr. Mason. Yes. 

That is all, Mr. Chairman. 

The CuarrmMan. We thank you for your appearance and the infor- 
mation given the committee. 

Mr. Nuss. Thank you, gentlemen. 

(The following statement was submitted for the record:) 


STATEMENT BY THE TORRINGTON Co., TORRINGTON, CONN. 


Submitted to the Committee on Ways and Means in the House of Representa- 
tives, 84th Congress, for their records. 


SUMMARY 


(a) Import duties on sewing-machine needles for all fabrics, clothing, shoes, 
and leather goods; spring beard knitting-machine needles and latch knitting- 
machine needles have been reduced maximum (50 percent) under present law. 
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(b) The labor force to produce these absolute vital parts for entire knitting 
and sewing industry is relatively small, but highly skilled. Dispersal of this 
force by substituting foreign imports would positively handicap our ability to 
clothe civilian and military personnel, or to produce many other articles of 
necessity in time of emergency. 

(c) Labor represents at least 85 percent of finished machine-needle costs. 
Actual plant operating control data as of December 1954 indicates hourly rate 
in German plants is 23.4 percent of United States plants and that the English 
labor rate is 33.3 percent of United States needle plants. Until these can be 
equalized, American workmen and industry are entitled to some protection. 

(d) Cost of living in the United States would not be affected by a tariff reduc- 
tion on sewing-machine needles for all fabrics, clothing, shoes, and leather goods; 
spring beard knitting-machine needles and latch knitting-machine needles, since 
the needle cost is an infinitesimal part of the finished product (shoes, clothing, 
fabrics) cost. 

(e) Current importations of sewing-machine needles for all fabrics, clothing, 
shoes, and leather goods; spring beard knitting-machine needles, and latch 
knitting-machine needles is increasing rapidly. 


1. INTEREST OF THE TORRINGTON Co, 


The Torrington Co. of Torrington, Conn., has a very definite interest in what the 
conferees representing the United States do in regard to the tariff on sewing- 
machine needles for all fabrics, clothing, shoes, and leather goods; spring beard 
knitting-machine needles and latch knitting-machine needles. 

The Torrington Co. is an important factor in the knitting-machine needle in- 
dustry in this country. That industry, as far as latch needles is concerned, is 
composed of 3 companies, operating 6 plants, with 3 in New Hampshire, 1 in Ver- 
mont, 1 in Massachusetts, and 1 in Connecticut. 

There are 7 plants engaged in spring beard needle manufacture in the coun- 
try: 1 in Vermont, 1 in Connecticut, 3 in New Jersey, and 2 in Pennsylvania. 

Both latch needles and spring beard needles are used in knitting machines to 
make all kinds of hosiery, underwear, sweaters, and various types of knitted 
fabric. 

Spring-beard needles constitute the greater quantity of domestic production, 
while latch needles constitute the greater part of the value of domestic production. 

The attention of the committee is directed toward the statement in the Summary 
of Tariff Informaion, volume III, part 3, paragraph 343, which requires clari- 
fication. We desire to point out that there are separate industries in the United 
States which produce knitting-machine needles. 

Three companies produce latch needles. Of the companies manufacturing 
spring-beard needles, two of them produce such needies exclusively. Of 3 
knitting-machine manufacturers who also are needle manufacturers, the needle 
business is a major part of the business of 2 of them. These facts make necessary 
the modification of the statement made in the above publication, that “there is 
no separate industry in the United States for the production of knitting-machine 
needles.” 

I should be also noted that conditions have changed materially since the 1948 
publication of the Summary of Tariff Information. The report states that— 

“Before the war, the United States exported about 10 percent of production. 
They have subsequently increased severalfold, primarily because needles are no 
longer available from Germany, formerly the largest prewar foreign producer 
and exporter.” 

At the present time the exports from the United States are negligible ; in fact, 
almost nonexistent. On the other hand, needles are being imported in increasing 
volume. Incidentally, there is some question in the minds of domestic producers 
whether or not some types of knitting-machine needle importations are being 
brought in under rates other than those presently specified for latch and spring- 
beard needles. 

The Torrington Co. is an important factor in the sewing-machine and shoe- 
machine needle industry in the United States. That industry is composed of 3 
companies, operating 4 plants which produce all of the domestic production of 
sewing machine needles and embroidery needles, and shoe-machine needles. 

There are 4 plants engaged in sewing-machine needle manufacture in the 
United States: 1 in New Jersey, 2 in Massachusetts, and 1 in Connecticut. 

To the uninitiated, sewing-machine needles usually mean a small article used in 
home machines. The percent of such to the whole is relatively minor, possibly 
10 or 12 percent more or less. 
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The real significance of the subject sewing-machine needles relates to their use 
aS a wearing part or tool in textile and shoe machinery. A general but not 
necessarily complete list of the commercial products made in whole or in part 
through use of such industrial needles is given below. 


REPRESENTATIVE LIST OF PRODUCTS CONSUMING NEEDLES IN THEIR MANUFACTURE 


Air chutes Hosiery 
Asbestos mittens Leggin 


gs 
Barracks bags Medical coats and aprons 
Bedding and blankets Navy awnings 
Boat covers Overcoats 
Belts Pajamas 
Boots Pillows 
Camouflage screens Ponchos 
Canteen covers Powder bags 
Caps Sails 
Cartridge belts Searves 
Despatch cases Shirts 
First-aid pouches Shoes 

Flags Slickers 

Fur products Suits 

Gas masks Sweaters 
Gloves Tarpaulins 
Gun covers Tents 
Hammocks Underwear 
Handkerchiefs Uniforms 
Hats Water bags 
Helmets Wire insulation 


It will be apparent that the above articles are both civilian and military in 
character, and all of them dependent in whole or in part on subject needles in 
their production. They are all articles of utility, now made in United States 
on machine basis. The days of much handmade production of such articles as 
these have long since passed from this country. 

Further complication of the sewing-machine needle problem arises from the 
fact that over 6,000 different individual types, sizes, or part numbers must be 


supplied. This amplifies the need for maintaining the small highly skilled force 
intact. 


2. THE CHARACTER OF THE DOMESTIC INDUSTRY 


The number of employees is not large as American industry goes. Only about 
3,000 people are employed, but most of the skilled needleworkers in this country 
have been working in needle factories for years and were it necessary to replace 
them, it would take years to develop such skills. These high skills are necessary, 
because needle parts are small and complicated, as may be seen from the samples 
attached. 

There is comparatively little labor turnover in the needle plant of the Tor- 
rington Co. In some eases entire families are employed and there are many 
cases of the employment of succeeding generations in a given family. Conse- 
quently, any dislocation of employment because of foreign competition would 
find many former needleworkers unadaptable to different and heavier types of 
production industries. Skills would be lost if workers were away from the 
work for any appreciable length of time. 

The number of knitting, textile, sewing, fabric, shoe, and leather goods com- 
panies in all parts of the United States cannot be accurately stated, although 
it runs into the thousands. Official Government figures are not available, 
primarily because breakdowns are exceedingly difficult. However, it is a well- 
known fact that the industry gives employment to 2% to 3 million persons, 
both male and female, and you cannot have this industry unless you have knitting- 
machine needles and sewing-machine needles in constant supply. 


3. THE IMPORTANCE OF LABOR COSTS 


Labor represents approximately 85 percent of the finished cost of sewing- 
machine, latch, and spring beard knitting-machine needles. Obviously, rates 
being paid in this country as ¢ompared with those rates in other countries is 
of prime importance. 





TRADE AGREEMENTS EXTENSION 2105 


We find the figures on comparative international wage rates which we receive 
from governmental and other sources lack accuracy—perhaps these comparisons 
do not take into consideration exchange differentials or the comparative skills 
of the needle industry only. 

Fortunately, however, we are able to present herewith an accurate statement 
of comparative wage costs in 1954, that are being paid in the English plant of 
this company at Coventry, England, and the German plant of this company at 
Aachen, Germany. 


Comparative labor rates Per hour 
CI ie Neste ccs cxkease-ccanseamataientnalimaseerisok pea igttan ice tot abies eels ncaa elaine $0. 411 
en ce ees ee ee acer bee edetibee 0. 587 
Ee ee ee ee ee ee ie alee 1. 763 


It can be safely assumed that comparable rates apply in plants making any 
of the several types of needles in the above countries. 

By using any arithmetic example in which a base number of hours of labor 
to produce a thousand needles is assumed, it can be readily seen that the cost 
of producing needles in the above plants is greatly different. Then, using the 
same proportion of costs for material and supplies and adding the same percent 
in all instances for sales, administration, and profit, it can be readily shown 
that the selling price will be in equivalent proportionally to the average labor 
rate of the countries compared. 

It will therefore be seen that even if no other considerations were present, 
current tariff rates on spring beard knitting-machine needles, sewing-machine 
needles, and on latch knitting-machine needles are insufficient to protect the 
job of the Torrington Co. worker and the domestic industry for the Nation. 


4. THE EXTENT AND CHARACTER OF COMPETITION 


In normal times, the principal competing countries were United Kingdom, 
France, Germany, Belgium, Italy, Switzerland, and Japan. Import figures, how- 
ever, mean little If peace continues and is made complete, we may expect 
that all of the countries named above will be very much further along in their 
productive capacity as far as sewing-machine needles, latch knitting needles 
and spring beard knitting needles are concerned. 

The figures which the committee has before it in the Summary of Tariff 
Information, volume III, Metals and Manufactures, part 3, apply to 1937, 1938, 
1939, 1946, and 1947. 

In our opinion, it is entirely unsafe to use figures of these years for deter- 
mination of the level of importations. Even prior to Germany’s entry into 
active war in 1939, the productive capacity of Germany for years had been 
devoted to war material. 

Now, however, there is determination on the part of all competing foreign 
governments to build up their export trade and our Government likewise is 
aiding through giving its attention to the closing of the so-called dollar gap. 
We may therefore expect competition from Germany, England, Switzerland, 
Belgium, Italy and now, Japan, such as we have not previously seen, even in the 
days of the greater importations. 

The recent observations of officials of the Torrington Co. in Germany and in 
England and conversations of our sales officials with importers, indicate a 
situation with which the committee may well concern itself. 

The total production figures for domestic industry are not available to the 
Torrington Co., but in reviewing these or any other production figures pertaining 
to the needle industry, it is to be remembered that values would appear to 
be small, because of the comparatively small unit cost of the commodity, but 
it must also be remembered that this industry is a vital one. 


5. NATIONAL SECURITY 


Prior to World War I, a large percentage of machine needles were imported 
into this country from Germany. When World War I started, there was a dire 
shortage of knitting and sewing needles here and the Government encouraged 
production in a large way as a matter of war necessity. It will be recalled that 
similar situations existed in connection with other industries, notably the dye 
and chemical industry, without which industries World War II could not have 
been prosecuted successfully. 
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When World War II started, one of the first questions asked by the War 
Production Board was whether or not the machine-needle industry could take 
care of the military requirements with adequate supply of knitting-machine 
and sewing-machine needles. The Board was well aware of the deficit during 
World War I and was insistent that there should be no shortages. If the high 
skills required in the knitting-needle industry and the comparatively great length 
of time required to train workers are remembered, we can appreciate the neces- 
sity for the maintenance of the domestic industry. 

In the industrial mobilization planning now being carried out by the Muni- 
tions Board, there is full appreciation of the importance of an adequate supply 
of knitting-machine and sewing-machine needles. Several surveys of the fa- 
cilities of the Torrington Co. plant have been made with a view to determining 
whether or not there is sufficient capacity to take care of our country’s needs 
during an emergency. If the supply is insufficient it would be impossible to 
clothe members of either the Armed Forces or the civilian working population. 

As an example, the Quartermaster Department of one Army base has told 
officials of our company that in case of war it would require approximately 72% 
million latch knitting-machine needles per year for the 2 succeeding years to 
meet military necessity. That represents a very large portion of the total 
knitting-needle production of this country. 

We now know that the needle industry of Germany was diverted to war 
preparation uses as early as 1934. We know, too, that after World War I 
the English Government, realizing the importance of certain manufacturing 
items to any war effort, passed what was known as a “Safeguarding the Em- 
pire” Act. This called for protective duties on some thirty-odd commodities 
in order to encourage local manufacture. One of these items was latch wantigg 
machine needles, and it has been on the protective list ever since. 


6. EFFECT OF TARIFF PROTECTION ON PRICES OF FINISHED PRODUCTS 


Sewing- and knitting-machine needles are not a consumer product. They 
are used entirely as an instrument of production of commodities which the 
consumer purchases. Any increase or decrease in tariff rates which might 
be made on knitting-machine needles would neither increase nor decrease the 
price of the knitted articles made with those needles and purchased by the 
consumer. For instance, the needle cost in present hosiery manufacture runs 
approximately one-third to one-fourth cent per pair of hose. An increase or de- 
erease by 50 percent would be so small in the total cost that it would not be 
reflected in the consumer's retail price of that article. Cost of living in the 
United States would not be affected by a tariff reduction on sewing- and knitting- 
machine needles. 


7. FOREIGN SUBSIDIARIES 


The primary interest of the Torrington Co. is the maintenance in this country 
of a sewing- and knitting-machine needle industry for peacetime as well as 
emergency uses. During World War II, the production of its German branch 
was, of course, lost to it and the product of its English plant was used for 
the purposes of that country. It is the policy of the company to use these plants 
and its Canadian plant to meet competition in foreign markets and not as a 
feeder of the American market in competition with domestic manufacturers as 
long as it is possible to manufacture in this country competitively. 

We sincerely believe that no good purpose would be served by jeopardizing the 
domestic industry. 


8. CONCLUSION 


The recent detailed analysis made by officers of the company in Germany and 
mgland and general observations in France and Switzerland, made by the presi- 
dent of the Torrington Co.. as well as our analysis of the peacetime and 
emergency-time domestic market. brings us to the inescapable conclusion 
that a reduction in tariff rates on sewing- and knitting-machine needles would 
be of no benefit to anyone in this country. 

We do not believe that the “dollar gap” would be improved or that world 
trade would be enhanced. On the other hand, we see the very evident possibility 
of the deterioration of the domestic industry with the attendant tragic difficulty 
during peace and wartime. 

Respectfully submitted. 


Tue TorRINGTON Co. 
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The CHArRMAN. Our next witness is Mr. C. P. McFadden. For the 
record, please give your name, address, and the capacity in which 
you appear. 


STATEMENT OF CORNELIUS P. McFADDEN, CHAIRMAN, FOOT- 
WEAR DIVISION, RUBBER MANUFACTURERS ASSOCIATION, 
NEW YORK, N. Y. 


Mr. McFappen. My name is Cornelius P. McFadden. I am a 
member of the staff of the Rubber Manufacturers Association, 444 
Madison Avenue, New York, N. Y., and as such I serve as chair- 
man of the footwear division of that organization. The footwear 
division is comprised of American manufacturers of waterproof rub- 
ber footwear and rubber-soled fabric footwear who produce over 90 
percent of such footwear made in the United States. 

We would prefer to have a committee of these manufacturers, 
selected by the footwear division, appear before you to speak in 
opposition to H. R. 1, but because of the tight schedule under which 
your committee is operating and the extreme limitation of time 
allowed for our presentation, it was decided that I would appear 
alone to read this statement which has been approved by that com- 
mittee. 

We are not strangers to your committee—or its predecessors. Over 
many years our industry has come here many times to explain how 
essential it is that adequate tariffs be maintained to enable American 
manufacturers of rubber footwear to remain in business and to sell 
their products in the domestic market—the last market left to them. 
We speak for an industry that was founded in America, by Americans, 
and that at one time sold its goods throughout the world. Manufac- 
turers in other lands, by copying the American product and exploiting 
their one advantage of cheap labor, quickly took away the American 
export market and came close to swallowing the domestic market 
as well. 

Rubber footwear, produced abroad, was offered for sale in the 
United States for substantially less than the cost of making the foot- 
wear in American plants. This was made possible solely because of 
the great gap in the wages paid here and the wages paid abroad. To 
effect a narrowing of this cost differential, duties on imported rubber 
footwear were increased. This occurred over 20 years ago, but ever 
since we have been engaged in a running battle to maintain adequate 
tariff protection so that we can continue in business, serve the Nation’s 
needs, and provide gainful employment for more than 22,000 factory 
employees in about 50 plants scattered through 13 States. 

So we are not unacquainted with tariffs—or world trade. 

Let it be made clear that while we oppose H. R. 1, we endorse the 
announced aims of this measure—the promotion of world trade. But 
from our experience we do not believe that H. R. 1 will expand world 
trade. Unquestionably it could be used to increase imports into the 
United States and thereby improve the economic position of some 
foreign manufacturers. But if these imports merely displace products 
of American labor, where is the gain in total world trade? 
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This danger is inherent in H. R. 1. It must have been recognized 
when H. R. 1 was drafted and it must be obvious to the members of 
this committee. In fact one of the committee members has introduced 
a bill, which might be said to be a companion bill to H. R. 1, and which 
proposes that a Trade Adjustment Board be established to dole out 
relief to businesses, communities, and individuals— 
in the adjustment of their productive activity to the economic conditions created 
by the national trade policy. 

In plan language those Americans who can’t compete with cheap 
labor or slave labor producers abroad will go on relief. The pro- 
posed national trade policy referred to above, of which H. R. 1 is an 
important part, is being sold to the American public with the plea 
that foreign countries want ““Trade not Aid.’”’ Yet it is proposed to 
set up a relief agency to aid Americans who are driven out of trade by 
this same policy. 

If aid is distasteful to our friends abroad, how can it be made 
palatable to our own people? 

The measure provides further that money be appropriated to move 
unemployed workers, their families and their effects from the ghost 
towns created by the proposed national trade policy, to other areas 
where employment is available. Of course, that is dependent on any 
such areas being available after the proposed national trade policy 
gets into operation. Further—the new site must be within the 
United States. There is no provision to transport the American 
workmen, his family and his effects to any foreign land along with the 
business that previously had supported him. 

We are told that we must embark on this new national trade policy 
to stop the spread of communism. It is debatable whether such a 

olicy*will cause many defections from the Communist rolls in foreign 
ands. But what of our own citizens, who are expected to be severed 
from their jobs and perhaps displaced from their homes and chosen 
environment, in the operation of this policy? Isn’t there a real 
danger that such treatment at the hands of their own Government 
may turn them toward communism here at home? 

Our reference to the Trade Adjustments Act of 1955 is not a diver- 
sion from the topic now under consideration by your committee. 
We feel it is essential to the discussion. It points out the real danger 
that lurks in H. R. 1. On the surface, H. R. 1 appears innocent 
enough. There is nothing explicitly harmful to the welfare of our 
Nation. It proposes no actions that Congress is not itself empowered 
to take. 

And therein lies the danger. All the things we fear will happen 
under H. R. 1, could happen through congressional action under the 
authority now vested in Congress. But we are confident they would 
not happen. At least we know we would have a fair chance to defend 
ourselves. This is not to be interpreted that we lack confidence in 
the President of the United States, or feel that he would be less 
sympathetic to the needs of the people of this country. No more 
than our founding fathers lacked confidence in the American people 
when they defined the responsibilities and the authorities of the 
three branches of the Government. But in conveying this broad 
authority to the administrative branch it is not proposed that the 
President personally pass on every issue involved. That would be 
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ridiculous. Of course, the President would have to make a further 
delegation of authority and that delegation in most instances would 
sift well down into the various bureaus. 

That is why we urge that Congress regain and retain its authority 
over tariffs and trade. Keep it here where the issues can be openly 
discussed and where the final decisions will be made by the persons 
duly elected to make such decisions, and by the persons directly 
responsible to the citizens of our country who are affected by such 
decisions. Do not release this authority—and this responsibility — 
to persons remote and unknown—and on whose ability and fitness 
the people of this country are not given the opportunity to register 
judgment. 

Coming back to H. R. 1, we would like to spotlight those provisions 
of the bill that would turn over to the administrative branch such 
broad authority in the matter of tariffs. 

From our knowledge we believe that too much attention is focused 
on tariffs in current and recent discussions of international trade 
problems. This has led many people to believe that the United 
States has raised high tariff barriers which are restraining world 
trade, and that all that is needed to make the world, including our- 
selves, fabulously prosperous, is to reduce or eliminate these American 
tariffs. 

It seems ineffectual to point out that the United States has cut 
tariffs until it is now among the very low of the low-tariff countries. 
Admittedly there remain some items on which American tariffs are 
substantial. Rubber footwear is among them. But the duties on 
rubber footwear do not come anywhere near compensating for the 
differentials in costs of production—chiefly labor costs. 

If rubber footwear were permitted to enter this country duty free, 
it would net absolutely nothing in increasing world trade. Rather, 
we believe it would resolve into a loss. Any rubber footwear coming 
into this country would merely displace so much American-made 
footwear. This in turn would cause the displacement of American 
workers with the resultant loss of so much in American wages. The 
American wages lost would be far greater than the wage gains abroad. 

The American rubber footwear industry is equipped and able to 
produce more than the potential American demand. It is a highly 
competitive business and one in which the manufacturers vigorously 
promote their products. This industry can more than meet any 
foreseeable demand for its goods. 

Any further reduction in. duties on imported competitive rubber 
footwear would seriously threaten the American industry. We feel— 
and we believe we have demonstrated to your committee in previous 
appearances—that our industry is essential to the welfare of the 
Nation. Our products are health building or health protective. 
During World War II more than 50 percent of the productive capacity 
of out footwear plants was devoted to military orders. More than 
45 million pairs of rubber footwear were made for the military 
forces. Even in peacetime the military buys millions of pairs of our 
products annually, and additional quantities are purchased by the 
Veterans’ Administration for recreation and rehabilitation programs. 

We believe there is potential danger to our industry in H. R. 1. 
This broad delegation of power would ultimately put the responsibility 
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of tariff decisions in the hands of persons who are remote from the 
manufacturers and workers who could be adversely affected by tariff 
reductions. 

We are fearful that considerations vital to many smaller industries, 
and to the men and women and communities they support, ma 
become neglected and lost in the loftier contemplation of overall 
world problems. 

Apparently several members of your committee have the same 
misgivings, judging from newspaper reports of earlier deliberations 
of the committee on this measure. The New York Times of Janua 
18 briefly stated that various members expressed concern over suc 
items as beer, cheese, tuna fish, hardwood flooring, watches, textiles, 
lace, and jewelry. I believe the gentleman from Rhode Island meant 
to mention robber footwear because that is in his State, too. 

Our concern is over rubber footwear, but we can be and are sympa- 
thetic with all these other industries which have only tariffs to protect 
them from low-wage foreign importations. 

In concluding, may we again emphasize that United States tariffs 
are not a deterrent to expanding world trade; nor would the elimina- 
tion of the remaining American tariffs bring the prosperity we enjoy 
to all nations of the world. 

This point is clearly made in an article appearing in the New York 
Journal-American on Tuesday, January 11, 1955. In the leading 
article of that publication’s financial annual edition, Leslie Gould, 
financial editor, wrote: 

There is no business like American business. 

The reason is a simple one. Under the American system of private risk 
taking and incentive, the worker is the best customer of the factory. 

This is the only country in the world where this is true. 

The American auto worker drives to work in a motorcar—his own—the Britisher 
rides a bicycle and the Russian walks. 

That is all of my statement. 

The CHarrMAN. Does that complete your statement? 

Mr. McFappen. It does. 

The CuarrMAN. We thank you for your appearance and the informa- 
tion given the committee. 

Allow me to ask one brief question for information, please, sir. 

Inviting your attention to the middle of page 3 of your statement 
where you say, ‘“This is not to be interpreted that we lack confidence 
in the President of the United States, or feel that he would be less 
sympathetic to the needs of the people of this country.”” You under- 
stand, I assume, that all the pending bill, H. R. 1, proposes to do is 
to confer discretionary authority on the President of the United 
States? 

Mr. McFappen. I understand that. It is the use of that discretion 
that disturbs us and the people who will have that discretionary power 
that worries us even more. 

The Cuarrman. You have confidence in him but you do not want 
him to have this discretion? 

Mr. McFappen. I would not mind if he had it personally, but it 
goes beyond him. As I pointed out, it goes deep down into the 
various bureaus, people remote from the problems, people remote 
from us, and people remote from you. 
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The CHarrMan. Under the law as it now stands and under this 
bill, the President of the United States can exercise these functions 
himself if he wants to do it. He can designate you to administer it 
for him if he wishes to. 

Mr. McFappen. Even if he selected me, I would not be for it. 

The Cuarrman. After all, it is the President of the United States 
that is vested with the authority. 

Mr. McFappen. Mr. Chairman, we have been through this before 
with the people delegated with this authority by the President. 

Mr. Jenkins. Mr. Chairman? 

The CuarrMan. Mr. Jenkins will inquire. 

Mr. Jenkrins. On page 2, the second paragraph, you go on and say; 
in fact, you refer to a bill there that has been introduced that will 
provide that if your town goes down and needs help that the Govern- 
ment will come and take your people and move them away. To what 
bill do you refer? 

Mr. McFappen. H. R. 2386, Mr. Eberharter’s bill. 

Mr. Jenkins. All right. Thank you very much. 

Mr. McFappen. I think there are other similar bills, but this is 
the first one I saw. 

Mr. Jenxins. That is all. 

The Cuarrman. Mr. Harrison, of Virginia, will inquire. 

Mr. Harrison. As I understand it, you would be willing to have 
the President exercise this discretion himself? 

Mr. McFappen. Let me explain that. Obviously, he cannot do 
it, he does not have the time. But I did not want anything I said 
here opposing the transfer of this authority from the legislative to the 
administrative to be taken as an affront to the President. 

Mr. Harrison. How else can we take it? The bill does not 
propose anything else. 

Mr. McFappen. He will delegate his authority, obviously. 

Mr. Harrison. You do not trust his judgment as to who he is 
going to delegate it to, is that right? 

Mr. McFappen. I would not want to say I did not trust his judg- 
ment, but I would say that he is only human, after all, and he cannot 
look after all these details. 

Mr. Harrison. You think if Congress fixed these rates they would 
have better discretion than the President? 

Mr. McFappen. There would be more Congress that we could 
reach and they would be more responsive to us. 

Mr. Harrison. And, of course, historically when rates are fixed by 
Congress, tungsten is joined in with tuna fish? 

Mr. McFappen. Maybe I hive more confidence in Congress than 
you have. I see no harm in leaving this to Congress. 

Mr. Harrison. I have plenty of confidence in Congress but this is a 
technical thing, and I think it is obvious that I have more confidence 
in the President than you have. 

Mr. McFappen. That may be true, too. 

The Cuarrman. Mr. Sadlak, of Connecticut, will inquire. 

Mr. Saptak. Mr. McFadden, it seems to me that this committee, 
through a bill which I sponsored, brought some relief and help to your 
industry. 

Mr. McFappen. It did. 

Mr. Saptak. What is the situation with regard to that bill? 
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Mr. McFappen. That bill went into effect January 8. 

Mr. Sapiak. Was it good legislation? 

Mr. McFappen. I found it was good legislation, and I found 
Congress was very responsive to our problem, and that is further 
evidence that we are right in saying that Congress should keep control 
over tariffs and trade right here and not turn it over to people who 
have their heads in the clouds worrying about things of international 
import. 

Mr. Sapuak. Thank you. 

The CuarrmMan. Mr. Harrison, of Virginia, will inquire. 

Mr. Harrison. These people with their heads in the clouds that 
you talk about are the ones that the President will select to administer 
this law, and you have full confidence in the President? 

Mr. McFappen. I did not say that. I did not want this to be 
interpreted as lacking confidence in the President to do what he can 
humanly do, but I say this is turning a job over to him that he cannot 
give his attention to. When these problems come up, you are beaten 
around the various departments of Government and he cannot reach 
the people that are responsible, and in Congress you can. There is 
evidence in what Mr. Sadlak said. We had a situation and we came 
down and got relief. It took a year and a half, but we got relief, not 
from the President. 

The CuarrmMan. When the people elected the President they knew 
he could not do everything himself, did they not? 

Mr. McFappen. | am sure of that. 

The CuatrMan. They still elected him? 

Mr. McFappen. Mr. Chairman, am I wrong in saying that when 
they elected Congress they expected Congress to discharge its responsi- 
bilities and we say that tariffs and trade are the responsibility of 
Congress. 

The CuarrMan. Thank you. 

Mr. McFappen. Thank you, gentlemen. 

The CHarrman. New we have Mr. Frank Masterson. Come 
forward, please, sir. 

For the record, will you please give your name, address, and the 
capacity in which you appear? 


STATEMENT OF FRANK MASTERSON, PRESIDENT, INDUSTRIAL 
FASTENERS INSTITUTE 


Mr. Masterson. I am Frank Masterson, president of the Industrial 
Fasteners Institute, an association of manufacturers of nuts, bolts, 
and rivets. Our industry uses about 2 percent of all finished steel 
produced in this country. The value of products sold by our industry 
is about $600 million per year. Members of our institute would be 
classed as successful smaller manufacturers. They must keep abreast 
of all technological advances made in all other industries such as air- 
craft for war and peace, automotive, farm, equipment, electrical 
appliances, building construction, and so forth. Whatever the new 
developments are created by any industry must be matched by the 
fasteners industry so that all new products will be held together suc- 
cessfully and at reasonable cost. 

Members of our industry as patriotic American citizens are anxious 
to cooperate fully with President Kisenhower’s program to strengthen 
our allies in our joint battle against communism. 
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Our members are not “‘high protectionist’’ minded. As a matter of 
fact. present, tariffs are now so on that no practical protection can be 
said to exist. 

The only protection we might seek is to protect the workers in our 
industry from losing their jobs. 

We do not now wish tariffs to be raised or to impose quotas on foreign 
products that compete with our industry’s products. Our position 
is that Congress should have control of General Agreements on Tariff 
and Trade and that this power should be taken away from the execu- 
tive branch and the State Department. 

We feel that Congress is more aware of the real day to day problems 
that face the American employer and his ability to keep his employees 
working. 

We feel the State Department and the executive branch are not 
responsive to the plight of the local producer as indicated by their 
almost perfect record of not granting relief in escape-clause cases. 

We believe that Congressmen are more aware of local problems and 
will give reasonable relief to protect the jobs and livelihoods of workers 
in their districts. 

Americans are believers in fair play. It is repugnant to our philoso- 
phy to give a continuous unfair advantage to one contestant over 
another. 

John W. Anderson, successful manufacturer in the automotive 
products field, has said that we would not knowlingly permit one box 
fighter to use brass knucks against his competitor in the ring. Our 
present GATT policies tend to arm the foreign producer with brass 
knucks against his American competitor. 

The American manufacturer must pay 75 cents an hour minimum 
wage to any person he employs regardless of that person’s lack of 
experience or skill. Our minimum wage is 50 percent more than the 
maximum wage paid for skilled labor in the highest-paying foreign 
country—England. Similarly, our minimum wage for unskilled work- 
ers is five times as much as that paid to the skilled worker in the lowest- 
paying country—Japan. 

Our normal wage for skilled workers is 4 times that of the highest 
paying foreign country and 10 times that of the lowest. And we do 
not have a technological advantage over our foreign competitors. 
They use the same machinery and the same methods and procure 
the same productivity and quality of product as our own workers. 

At the present time I understand there are 17 bills before Congress 
to raise the minimum wage from 75 cents an hour to $1.25. This 
would only further complicate the problem. 

Our industry has been friendly and cooperative with re ign pro- 
ducers from England, Belgium, Holland, France, Italy, Germany, 
and others. Only last week our institute and many of its members 
individually were hosts through the Foreign Operations Adminis- 
tration to a group of French bolt makers visiting this country. We 
showed them everything they wanted to see and told them everything 
they wanted to know and we were happy to do so. 

I think that one of the things that happened in their visit shows 
how unreciprocal the Reciprocal Trade Act seems to be. Our Foreign 
Operations Administration paid for all the expenses of the French 
bolt makers to visit this country. In addition to that, they paid $12 
a day expenses. The group leader, the United States citizen from the 
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State Department who was their project director was paid $9 a day, 
and he had to pay his own expenses. They had everything paid plus 
$12 a day and he had to pay his own expenses out of the $9 a day 
subsistence. 

We are not afraid of competition—we welcome it. Our industry 
is highly competitive and is not looking for an easier way. Those 
in favor of H. R. 1 imply that companies who are soft, namby-pamby 
types require protection against more sturdy competitors and this 
word ‘‘protection” is used in a derogatory way against the American 
producer. 

However, we have the Federal Trade Commission, whose job is 
to establish rules of fair play between American competitors. These 
rules protect certain manufacturers and in many instances the public 
against false claims and evil practices of unfair competition. In a 
different area our antitrust laws protect the public and other manu- 
facturers against ruthless, unfair competition. Our patent laws 
protect the small individual against giant corporations who might 
otherwise crush him. The patent laws provide him with the oppor- 
tunity to find out if the product can be, through his efforts, commer- 
cially successful. Our copyright laws protect the rights of artists, 
musicians, and authors from unfair competition of others who would 
steal their creations. We have laws to protect the small against the 
threat of monoply by the large. And our American manufacturers 
thrive in this climate of real competition, protected, however, by 
good Government laws against unfair methods. 

We do feel though that we help neither the foreign producer nor the 
American producer by firing American workers or by destroying 
their high standard of living. Production in our industry in 1954 was 
down 20 percent from 1953. This drop, of course, was not entirely 
caused by an increase in imports and a decrease in exports but the 
present trend if continued would soon cause serious unemployment 
in our industry. 

We would like to record out position as opposed to H. R. 1 for these 
and other reasons. We do favor returning to the United States 
Congress—gentlemen like yourselves who make up the House Ways 
and Means Committee—control of General Agreements on Tariff and 
Trade. 

Thank you for this opportunity to present our views. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

Mr. Esernarter. Mr. Chairman? 

The Cuarrman. Mr. Eberharter, of Pennsylvania, will inquire. 

Mr. Esernarter. Mr. Masterson, did I understand you to say 
that the Foreign Operations Administration of the United States 
Government paid the expenses of this group from France to examine 
our industries? 

Mr. Masterson. Yes, sir. 

Mr. Esernarter. And gave the members of that group from 
France a per diem allowance of $12 a day? 

Mr. Masterson. That was in addition to all their expenses. 

Mr. EseruHarter. In addition to their hotel expenses, and so 
forth? 

Mr. Masterson. Yes, sir. 





TRADE AGREEMENTS EXTENSION 2115 


Mr. EseruHarter. That was a little extra pin money, was it not? 

Mr. Masterson. Yes, sir. 

Mr. EseRHARTER. I am wondering whether or not the Director 
of the Foreign Operations Administration, Mr. Stassen, would make 
the same offer to the members of this committee to go over to Europe 
and other countries, South America, and make the same type of 
investigation. It may be helpful to the American economy. What 
do you think of that? Perhaps I should not ask you to answer that. 

Thank you very much. 

The Cuatrman. Mr. Jenkins, of Ohio, will inquire. 

Mr. Jenkins. I would like to have you comment a little further 
on the paragraph at the bottom of page 1, where you say: 

We feel that Congress is more aware of the real day to day problems that face 
the American employer and his ability to keep his employees working. 

We feel the State Department and the executive branch are not responsive to 


the plight of the local producer as indicated by their almost perfect record of not 
granting relief in escape clause cases. 


Has your company ever been put to that disappointment? 

Mr. Masterson. A segment of our industry, the wood screw 
manufacturers have applied for relief 3 times and 3 times they have 
been denied relief. The last time was just before Christmas. I 
think the Tariff Commission was split 3 to 3 and the Presidential 
decision denied relief. 

Mr. Jenkins. You say that has been almost a 100 percent rule? 

Mr. Masterson. Yes, sir. 

Mr. Jenkins. And vou feel that proves that the Congress of the 
United States should take this matter into theirown hands. They are 
elected by the people and your people, so far as you know, are more 
willing to trust the Congress than they are to trust these people who 
have failed to administer and do what they should have done as you 
think they should have done under the circumstances? 

Mr. Masterson. That is exactly right. 

Mr. Jenkins. Thank you. 

The Cuarrman. Any further questions? 

Mr. Harrison of Virginia will inquire. 

Mr. Harrison. Mr. Masterson, on page 2 of your statement, you 
say the minimum wage in the United States is 50 percent more than 
the maximum wage paid in England. That would mean that the 
highest wage paid in England is 50 cents an hour? 

Mr. Masterson. Actually, I believe the comparable rate in our 
industry is 58 cents an hour for a boltmaker. Percentagewise it is 
not exact, but for example it is about 50 percent more. 

Mr. Harrison. The highest wage paid in England is more than 50 
cents an hour, is it not? 

Mr. Masterson. The comparable wage for a boltmaker, where we 
pay $2 an hour is 58 cents an hour. In England, it is 58 cents an hour. 
In Japan it is around 13 to 15 cents an hour. 

Mr, Harrison. You were comparing our minimum wage in the 
United States with the maximum wage over there? 

Mr. Masterson. This is only in our industry. 

Mr. Harrison. Your minimum wage, you say, is 75 cents an hour? 

Mr. Masterson. That is our minimum. 

Mr. Harrison. Yes, sir. Therefore, the minimum wage is 50 
percent more than the maximum wage for the skilled laborer working 





2116 TRADE AGREEMENTS EXTENSION 


in England; that would mean that the highest paid skilled rate paia 
in England is 50 cents an hour? 

Mr. Masterson. No. 

Mr. Harrison. Who are your customers? 

Mr. Masterson. Anything produced in this country must be held 
together by an industrial fastener of some sort unless it is made of one 
piece. So our customers are automotive people, people who make 
washing machines, railroads, build bridges, houses, practically any- 
thing that is produced must be fastened by an industrial fastener. 

Mr. Harrison. And a great many of them are exporters, is that 
correct? 

Mr. Masterson. Of our manufacturers? 

Mr. Harrison. No; of your customers. 

Mr. Masterson. Oh, yes. 

Mr. Harrison. If anything happened to their export market, it 
would not help your industry too much here, would it? 

Mr. Masrerson. That is correct. 

Mr. Harrison. Thank you. 

The CuarrMan. We thank you for your appearance before the 
committee. 

Mr. Masterson. Thank you, gentlemen. 

The CHAtRMAN. Next we have Mr. 8S. A. Montague. Come for- 
ward, please, sir. 

Will you please give vour name, address, and the capacity in which 
you appear, and the name of your associate? 


STATEMENT OF S. A. MONTAGUE, PRESIDENT, MICA FABRICATORS 
ASSOCIATION, ACCOMPANIED BY STUART CLARKSON, EXECUTIVE 
OF THE MICA FABRICATORS ASSOCIATION, NEW YORK, N. Y. 


Mr. Monraaue. My name is S. A. Montague, I am from Spruce 
Pine, N. C., where I own and operate the Spruce Pine Mica Co. Iam 
also president of the Mica Fabricators Association. My associate is 
Mr. Stuart Clarkson, the executive of the Mica Fabricators Associa- 
tion. 

The CHarrMAN. You may proceed. 

Mr. Monraaue. I appreciate how busy a schedule you have from 
having been here all day, and I will promise to be as brief as possible. 

The mica fabricating industry is concerned with the bill before you 
because the experiences of our members under the Reciprocal Trade 
Agreements Act indicate that some provisions of H. R. 1 should be 
modified in the public interest. 

1. We believe that H. R. 1 as presently written does not provide 
the flexibility required to protect the United States with reference to 
its needs for strategic raw materials, such as mica. Therefore, we 
recommend that H. R. 1 be amended so that the President may: 

(a) Reduce to a nominal percentage or eliminate entirely duties on 
those strategic raw materials, the domestic supply of which is a minor 
percentage of our total requirements; 

(b) Adjust the duties on other strategic raw materials to such rates 
of duty as may be required to foster necessary development of supply 
in the United States. 
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2. The Trade Agreements Act should be amended to permit the 
President to increase applicable duties to such levels as may be re- 
quired to sustain and maintain industries whose skilled manpower 
and manufacturing facilities are required to convert materials in the 
Government stockpile into forms required for use in national defense. 
Accordingly, H. R. 1 should contain a provision of this nature. 

3. In connection with its escape-clause procedures and its determi- 
nation of peril points, the United States Tariff Commission in consulta- 
tion with and upon the advice of the Department of Defense, should 
be empowered to give full consideration to the maintenance of indus- 
tries whose skilled manpower and/or facilittes are required for national 
defense. 

Our specific knowledge is in relation to mica in time of emergency. 
The skills and facilities of the mica fabricating industry are required 
to transform the strategic mica in the Government stockpile into forms 
and sizes required in the production of essential radar and other 
electronic and electrical devices required by the armed services and 
the civilian population. 

The importation of fabricated mica parts has been steadily increas- 
ing since the duties were reduced under the Reciprocal Trade Agree- 
ments Act. These imports of fabricated mica parts have already 
adversely affected the industry, and the quantities imported still 
continue to grow. 

For instance, in October 1954, imports dropped 30 percent compared 
with 1953 imports for October, but the dollar volume of the custom 
mica fabricators in this country dropped 36 percent in this same 
period. 

Excuse me. Those are the figures for the year through October, 
not-fer the month only. 

The conditions outlined arise by virtue of the fact that: 

1. Foreign mica fabricators pay much lower wages than those pre- 
vailing in this country. Some domestic fabricators will be put at a 
still greater disadvantage if the minimum wage in this country is 
increased. 

2. Mica fabricators both in this country and abroad import 95 
percent or more of their raw-material requirements; but, whereas 
fabricators in all but 1 foreign country, Mexico, import their raw 
material free of duty, the cost to domestic fabricators is increased by 
duties of from 12% percent to 20 percent. 

We understand fully that it is impractical to cover the needs of in- 
dividual industries in this bill. We also know, however, from wartime 
experience that it is impossible to cover the entire economy with a 
blanket bill as inflexible as this without serious injury to some vital 
segments. 

These amendments, therefore, are submitted for your serious con- 
sideration in order to permit the development and maintenance of 
strategic materials and the skills and facilities of essential industries. 

The CHarrMan. Does that complete your statement? 

Mr. Monraaue. That does, sir. 

The CHarrMan. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? 

Mr. Reep. I just wanted to ask one question. 
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The CuairMan. Mr. Reed of New York will inquire. 

Mr. Reep. Do you refer there to some amendments? 

Mr. Monracvs. We are suggesting amendments. 

Mr. Rerp. But you do not have them here? 

Mr. Monvracue. We have not attempted to word them, we are just 
suggesting the idea of possible amendments. 

Mr. Reep. I see. Thank you. 

The CuarrMan. We thank you for your appearance and the infor- 
mation given the committee. 

Mr. Monracur. Thank you, gentlemen. 

The CuarrMan. Next we have Mr. W. Lunsford Long. Come for- 
ward, please, sir. 

For the record, please give your name, address, and the capacity 
in which you appear. 


STATEMENT OF W. LUNSFORD LONG, WARRENTON, N. C., VICE 
PRESIDENT AND GENERAL COUNSEL OF HAILE MINES, INC., 
TUNGSTEN MINING CORP., AND MANGANESE, INC., AND PRESI- 
DENT OF THE TUNGSTEN INSTITUTE 


Mr. Lone. I am W. Lunsford Long of Warrenton, N. C., vice presi- 
dent and general counsel of Haile Mines, Inc., Tungsten Mining Corp., 
and Manganese, Inc., and president of the Tungsten Institute, with 
offices at 1757 K Street NW., Washington 6, D.C. 

The business in which the corporations of which I am an officer are 
engaged is that of mining and milling tungsten and manganese ores 
within the United States. My appearance here is not perfunctory nor 


routine. Iam here, Mr. Chairman, and gentlemen of the committee, 
because I and my associates know that our business life is involved 
in the policy now under consideration in the Congress of the United 
States. 

Tungsten Mining Corp. and Manganese, Inc., are operating subsid- 
iaries of Haile Mines, Inc., which is a publicly owned corporation doing 
business in this country and nowhere else. We have stockholders, 
more than 7,000 in number, and residing in every State in our Union. 
We have been told repeatedly by the military and the other agencies 
of our Government concerned with our business that we are engaged 
in the production of materials highly strategic and essential to the 
security of this Nation. We believe this to be true—all our produc- 
tion is sold to the United States Government and goes into the national 
stockpile of strategic materials. 

Notwithstanding this, we are in jeopardy of our very industrial 
lives. I know the cost of producing tungsten concentrates and metal- 
lurgical grade manganese ore in this country and say to you that 
tungsten and manganese cannot be mined in the United States under 
our labor and material costs in competition with the world market in 
which ores of foreign origin are sold below our cost, due to the enor- 
mous difference between our labor and material costs and those exist- 
ing in many places elsewhere in the world. Without protection by 
tariff or other Government policy the manganese and tungsten mines 
in the United States cannot continue to operate and I think it essential 
to national security that these industries be kept alive to the extent at 
least of an adequate mobilization base, to use a modern phrase, in the 
event of war. 
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I think that the most effective way to protect these and other similar 
industries and keep them alive as elements of our domestic economy is 
the historical method of the adequate protective tariff, and the adop- 
tion by the Congress of H. R. 1 now under consideration here would be 
tantamount to a declaration of policy by this Congress that the tariff 
will be lowered instead of being increased as it should be. 

The tariff on tungsten concentrates has been at the rate of 50 cents 
a pound on the contained tungsten since 1930 with the exception of a 
short period when it was cut 24 percent in 1947 in a trade agreement 
with Nationalist China. When the Nationalist Government had to 
abandon China proper and move to Formosa it lost all its tungsten 
resources to the Reds and its trade agreement with us was canceled; 
and the tariff on tungsten concentrates was eutomaticelly restored to 
its former level. Shortly after this tariff reduction all tungsten mining 
in the United States ceased with the exception of our then small opere- 
tion which we carried on with borrowed money while we stockpiled 
our production ourselves, being unable to sell it except at a heavy loss. 

In 1950 the Korean crisis arose and the United States set up a 
guaranteed price program to stimulate domestic production of tungsten 
and entered into contracts wherever it could all over the world to 
stimulate foreign production of tungsten for our strategic stockpile 
of this material, which is the most heat resistant of all the metals and 
as a consequence of this quality an indispensable need, not only of 
very great importance in war, but also in peace. We did not believe 
it possible that the United States could be self-sufficient in tungsten 
but I can report to you that in 1953 and again in 1954 the domestic 
production of tungsten concentrates was greater than our consumption 
and if need be production could be still greatly expanded. 

In December, just 6 weeks ago, I appeared for the tungsten mining 
industry before the Committee for Reciprocity Information and before 
the United States Tariff Commission. The domestic tungsten mining 
industry is on notice that in a trade agreement to be negotiated soon 
with Japan the question of reducing the duty on tungsten concentrates 
will be considered. This is the case under the new concept of trade- 
agreement negotiations contained, as I understand it, in H. R. 1. 
Japan has no appreciable tungsten deposits or tungsten mining indus- 
try. Why, therefore, is a duty reduction on tungsten concentrates 
to be considered? I think it is because it is contemplated that Japan 
will trade with Red China and obtain tungsten concentrates from Red 
China and in turn resell them to us. The real beneficiary of this 
business, if it occurs, will be Red China and the tungsten mines in 
North Carolina, Nevada, and California and elsewhere in the United 
States will foot the bill with our lifeblood. Mr. Chairman, speaking 
for my associates and myself, we do not want to pay this price. 

With respect to manganese the picture is totally different. Last 
vear we produced only 11 percent of our needs and if steel production 
had been normal we would not have produced more than about 7 per- 
cent. Manganese is the basic strategic material of them all. No 
steel can be produced without the addition of 13 or 14 pounds of man- 
ganese to each ton of pig iron to produce a ton of steel. We have the 
iron ore, the coking coal, and limestone in this country but the other 
essential ingredient of steel, manganese, we go all the way to India 
for—the longest sea haul we can find on the face of the earth to get 
most of our needs. We have some manganese in our national stra- 
tegic stockpile but nowhere in the neighorhood of the amount which 
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we should have. I make this statement advisedly and with the 
knowledge that it has been said to you that we have adequate supplies 
of manganese in our stockpile. 

I say that Public Law 520 directed that at least a 5 years’ supply 
be acquired as promptly as possible, and although some 9 years have 
elapsed since that enactment it has not been complied with. It is 
no secret that the United States steel industry operated last year at 
a very greatly reduced rate and as a consequence manganese consump- 
tion proportionately declined. It is also no secret that the steel 
capacity of the United States was increased by facilities brought in 
last year, and if the steel industry ran full now it would take at least 
two and a half million tons of 48 percent manganese ore to supply 
the annual needs of this country. If you will multiply that figure by 
5, you will have 12,500,000 tons as being necessary to run the United 
States steel industry at its present size full for 5 years, and I say to 
you that we do not have in the national stockpile nor in industry’s 
inventory combined anything in the neighborhood of this amount of 
manganese. 

And yet, gentlemen, under the reciprocal trade-agreements program 
the tariff on manganese has been cut from its 1930 original rate of 1 
cent a pound on the contained manganese by one 50-percent reduction 
to one-half of a cent a pound, and then by another 50-percent reduc- 
tion to its present level of one-quarter of a cent a pound or about five 
and a fraction cents per long-ton unit. 

I agree that this infinitesimal tariff is now no protection at all to 
the domestic producer and that it would make little difference to him 
whether you further reduce this or not. But instead of considering 
and authorizing anybody to further decrease this tariff on manganese 
the Congress should restore the tariff on manganese to its former level 
and in my opinion increase it beyond that to a point where the domestic 
producer would have an even break on the dock in this country with 
his competitor from abroad. ‘This, as I understand it, was Woodrow 
Wilson’s interpretation of what the attitude of the Democratic Party 
should be toward the tariff as an instrument of national policy. He 
said, as I recall it, that he believed not in a tariff for revenue only 
and not in a protective tariff, but that he did believe in a competitive 
tariff which would give American labor and business an even break 
on a fairly competitive basis in the light of our scale of living, and it 
is that philosophy which I would urge upon you today. 

I have been talking, gentlemen, about tungsten and manganese, 
the business in which I am now engaged. I could talk with equal 
ease and truth about the textile industry to which a dozen years of 
my earlier life were given in the full tide of my youthful strength. 

I could also speak with equal truth of seventy odd other materials 
of a strategic and critical nature which are being stockpiled for our 
national defense in this dangerous era in which we now live, and I say 
to you that I do not envy, if this unwise legislation is enacted, the 
lot of those who will administer it for I would never relish the role 
of executioner and whoever lowers the already too low American 
tariff is inevitably signing the death warrant for certain segments of 
American industry and I would hate to be the Commissar who would 
assign to extinction various industries in this country and decree the 
elimination of certain skills from the catalog of America’s greatness. 





TRADE AGREEMENTS EXTENSION 2121 


The Secretary of Defense said here the other day that he realized 
as a manufacturer that certain parts of American industry required 
and must have tariff protection. He said also that he would trade 
butter with Russia for manganese but that he would not eliminate 
domestic production of manganese. Why is it, Mr. Chairman, that 

certain parts of America’s manufacturing industry require and should 
have protection but that the producer of tungsten and manganese and 
for that matter of antimony and chrome and all the other metals should 
not as a producer of basic raw materials have that same protection? 

Why is it, Mr. Chairman, that the American Iron and Steel Institute 
believes that the steel industry should be protected but that the tariff 
should be removed from tungsten and manganese? Is it because of 
the selfish desire that each of us wants his bread buttered but thinks 
his less worthy neighbor should have only the dry crust? I believe 
that all of us should be protected to such an extent as is necessary to 
give us a competitive break on the dock and to preserve the American 
standard of living. 

I want to see the raw materials produced in our mines protected 
in the same way that the raw materials produced on our farms are 
protected. 

I am in favor of the 7-cents-a-pound tariff on peanuts and the import 
restrictions imposed on wheat and cotton. 

I am in favor of the continued price-support program for the basic 
imperishable crops of America and I think the same philosophy of 
right should apply to the basic imperishable raw material products 
of the mines and of the forests just as they do to those of the farm. 

Mr. Chairman, if this committee thinks it wise—in disagreement 
with me—to extend the life of the Federal reciprocal trade agreements 
program, I ask that you amend this legislation to restore it to the 
simpler form of the*past with its quid pro quo philosophy and that 
you also adopt an amendment the wisdom of which I have suggested 
many times before, to exclude from the operation of this act, not only 
manganese and tungsten in which I am interested and about which 
I know, but also all the other items on the list of strategic and critical 
materials which are being stockpiled by this Nation for its security. 
These items at least ought not to be subject to tariff cuts and the 
consequent destruction of the domestic production of them. Instead, 
Mr. Chairman, with respect to manganese and every other material 
on the stockpile list any tariff cuts heretofore made since 1930 should 
be restored, and the American producer told that it is needed for na- 
tional security that he remain in business. 

I thank you, Mr. Chairman. 

The CuarrMaAn. Does that complete your statement, Mr. Long? 

Mr. Lona. Yes. 

The CHarrmMan. We thank you for your appearance and the infor- 
mation given the committee. 

Mr. Harrison of Virginia will inquire. 

Mr. Harrison. Mr. Long, where is the principal source of manga- 
nese? From whence does manganese come? 

Mr. Lone. Today? 

Mr. Harrison. Today. 

; cri Lona. Over half of our manganese is currently coming from 
ndia. 
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Mr. Harrison. Where are the principal places of production 
throughout the world, India and where else? 

Mr. Longe. Sir? 

Mr. Harrison. Where is it mined principally? 

Mr. Lone. In this country? 

Mr. Harrison. No, in the world. 

Mr. Lona. India is the biggest producer. Next to that is in the 
African Continent, various places. There is a great deal in Brazil, 
Cuba is now a considerable supplier and has been for some time, and 
a small amount comes from the Philippines. Last year, India sent in 
almost one-half of what came in here. 

Mr. Harrison. What about the Russian production? 

Mr. Lone. We are not informed now about the Russian production. 
Russia cut off the manganese supply upon which we had depended for 
some 25 years just like you would turn off water in a faucet. Then we 
had to switch to India. 

Mr. Harrison. Prior to that time, where was the chief source of 
supply of manganese? 

Mr. Lone. From Russia. 

Mr. Harrison. Now, is the Russian source of supply larger than 
the Indian and African? 

Mr. Lone. Well, we do not know whether the potential of the 
reserves in Russia are still greater than those in India or Africa, but 
we do know that historically in this country, we were dependent on the 
Russian supply of its manganese from about 1930 until it was cut off 
at the end of this last war, about 1946. 

Mr. Harrison. I notice your comments on the proposal made to 
this committee by Secretary Wilson and Governor Stassen with 
reference to an agreement between this country and Russia for the 
exchange of butter for manganese. I also noéice your comments 
about the enormous difference between the labor and material costs in 
this country and those existing there. I have before me a statement 
made by Governor Stassen, before a Senate committee this past year, 
which seems to bring that out. 

I wonder if you are familiar with it. 

The raw materials— 


speaking of manganese— 


come from inside the total Soviet area; that is, that vast land complex of the 
Soviet area has within it just about every mineral and material that there is, 
To bring it out of the earth they maintain huge concentration camps of slave labor 


under extreme conditions to bring the minerals and metals and materials out of 
the earth. 


Is that true? 


Mr. Lona. Yes, Russia, as I conceive it, has no costs. They are 
paid with printing press money, and they even bring it over here in 
their own ships, so they have no bottom as to what they can ask for 
what they get in dollars or gold. 

Mr. Harrison. Do you think such an arrangement between this 
country and Russia would be dangerous to the safety and welfare of 
this country? 

Mr. Lona. I think so, because I think any trade with Russia will 
strengthen Russia today and it will be a contribution to her ability 
to start aggression with us. 
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Mr. Harrison. I notice on page 4 of your statement an estimate of 
the American supply of manganese in the stockpile. Now Governor 
Stassen told this committee that the stockpile was substantial and be- 
came so since President Eisenhower became President. Now, how do 
you arrive at these figures that you have given us here to show that 
there is less than probably 2 years’ supply? 

Mr. Lone. What I have given you racsived at from the publica- 
tions of the Bureau of Mines on the consumption figures in 1953. 
They were two and a quarter million tons in that year. They were 
reduced by the slackening of steel production in 1954, but the steel 
capacity was increased, and just applying the ratio of the increase 
would give you a normal full operation of the steel consumption of 2% 
million tons and you multiply that by 5, and you have 12% million 
tons. The 5-year stockpile was the goal set up in the 1946 stockpile 
legislation and that vase gush not been complied with. The stockpile 
is a secret, and I do not know the content of the national strategic 
stockpile with respect to manganese, but I do know that every year 
the Bureau of Mines publishes the total imports into the United States 
and the total consumption, so that there can be no accretions to the 
stockpile if you just use simple arithmetic. 

Since 1946 there is nowhere near a 5-year supply of manganese in 
this country. It is simple arithmetic known to everybody. 

Mr. Harrison. Governor Stassen also told this committee that 
while he favored such a treaty for trade arrangements with Russia 
that he was opposed to any trading with Red China, but as I read the 
statement that you make, on page 3, with reference to the proposed 
contract with Japan for tungsten, that would simply be an indirect 
way of trading with Red China, would it not? 

Mr. Lone. It certainly would and I do not see how Japan is going 
to get any tungsten except out of China and Korea. Japan, histori- 
cally, got tungsten from them. It made tungsten acid and metal 
products, and if she is going back into that business she has to buy it 
from somewhere. There are no domestic sources in Japan. 

Mr. Harrison. In other words, if we make a trade with Japan for 
delivery to us by Japan of tungsten, Japan could not supply it herself; 
is that what you said? 

Mr. Lone. That is right. 

Mr. Harrison. She would have to get it from Red China? 

Mr. Lone. Red China or elsewhere. Where else is she going to get 
it except from Asia? It is an indirect method. The idea, I have been 
told, was this: That Japan would swap textiles to China and obtain 
from China tungsten. They would process that tungsten and sell it 
to us. The only thing she would make would be the processor’s profit 
and the real beneficiary would be China and the sufferers would be the 
tungsten mines in this country like the situation in 1948. Under the 
treaty we shut down every tungsten mine in this country. 

Mr. Harrison. In case of war, each of those, manganese or tung- 
sten, the supply of tungsten would stop; would it not? 

Mr. Lone. We flew it over the Himalayas and paid Spain $50 a ton. 

Mr. Harrison. Where? 

Mr. Lone. Out of China. The cost of that tungsten was incon- 
ceivable, but that is what we did, and we paid Franco $50 a ton for 
50 percent tungsten concentrates. The United States agreed price 
is $60. We paid Franco, during the war, $1,000 a unit, and were 
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happy to do it so that this country then, to protect itself, set up this 
Government program, and today my company is in the unhappy 
position of selling its entire production to the United States Govern- 
ment under a program of limited time, and, unless some Government 
policy takes place to supplant the one in existence, we will close up 
2 years from now, and we will be dependent on Red China or Korea 
for our tungsten supply. 

I say do not authorize anybody to cut the pitiful tariffs left on 
some of these strategic metals. Let us exclude them at least from 
the operation of this act. 

Mr. Harrison. Thank you. 

The Cuarrman. Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Stmpson. Mr. Long, is it your belief and contention that if 
we pass H. R. 1, as it is now, that we will be further creating a situa- 
tion which might lead to the closing down of the domestic production 
of tungsten and manganese? 

Mr. Lona. Exactly so. I just appeared before the Tariff Commis- 
sion saying the peril point was already passed. I appeared before 
the Reciprocity Committee. 

Mr. Srtmpson. Then you are opposed to the passage of H. R. 1 
without proper amendment? 

Mr. Lone. That is right. 

Mr. Stimpson. Thank you. 

The CuHarrmMan. We thank you, Mr. Long, for your appearance, 
and the information given the committee. 

Mr. Lone. Thank you very much, Mr. Chairman. 

The Cuarrman. Next is Mr. J. Carson Adkerson. Come forward, 
please, sir. 


For the record, please give your name, address, and the capacity 
in which you appear. 


STATEMENT OF J. CARSON ADKERSON, PRESIDENT, AMERICAN 
MANGANESE PRODUCERS ASSOCIATION 


Mr. Apxerson. My name is J. Carson Adkerson of Woodstock, 
Va. I am president of the American Manganese Producers Asso- 
ciation, which is a national association composed of manganese pro- 
ducers in the United States. I appear as representative of the asso- 
ciation and myself, an individual operator in manganese. 

It has been my privilege and pleasure to appear before this com- 
mittee a number of times during the past years when the reciprocal 
trade agreements have been under consideration. Each time we 
presented the facts of the manganese industry. Each time following 
consideration and extension of the trade agreements, it seems man- 
ganese has been cut, not once but twice, and there is now very little 
left in the way of a tariff on manganese. So my appearance today, 
so far as tariffs are concerned, might be considered as a postmortem 
on the tariff in our industry, because the tariff now is so small. 

Manganese, as you well know, and I wish to repeat for the record, 
is the No. 1 strategic mineral. Without manganese there can be no 
steel. We use only 14 pounds of manganese in a ton of steel, but 
without that 14 pounds the steel mills would close. 
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Each time I appeared before this committee, I warned about dump- 
ing of cheap manganese from Russia. Manganese from Russia has 
periodically been dumped into the United States whenever our man- 
ganese industry started a period of production, and each time Soviet 
Russia has closed down the manganese mines in the United States, 
not once but on a number of occasions. It happened following World 
War I, it happened in 1927, it happened again in 1930, it happened 
again following World War II. I predicted that the policy of Soviet 
Russia was not trade but to defeat the development of manganese 
production in the United States and, for strategic purposes only, pre- 
vent development of manganese here which would serve as our 
lifeblood in an emergency. 

My predictions have come true. We are getting no manganese 
today from Russia, whereas in 1930 Russia was our major supplier. 

Congressman Harrison has referred to the fact that Governor 
Stassen, the Director of Foreign Operations Administration, appeared 
before this committee in reference to the further importation of man- 
ganese from Russia in the guise of trade in manganese and butter. 

One of the main things I want to emphasize is exactly what Con- 
gressman Harrison has mentioned. Governor Stassen, in testimony 
before the Foreign Relations Committee of the Senate, on April 9, 
1954, stated as follows: 

The raw materials come from inside the total Soviet area; that is, that vast 
land complex of the Soviet area has within it just about every mineral and 
material that there is and to bring it out of the earth they maintain huge concen- 
tration camps of slave labor under extreme conditions to bring the minerals and 
metals, materials, out of the earth. 

Then he follows with a definite recommendation and proposal to 
import manganese into the United States in a trade for butter. 

To my way of thinking, it is a Trojan horse loaded with dynamite 
and it should not be allowed. After the tariffs were cut most mines 
were closed. However, the manganese industry is again proceeding 
and today we are shipping about 10 percent of the needs of the country. 
This is under the encouragement of special buying programs from 
the GSA. 

A great expansion is on in our industry, and I can see in this man- 
ganese-for-butter deal the same thing that has occurred in the past 
from Soviet Russia. Whenever any move is made to stimulate 
development of manganese in the United States the same move comes 
from Soviet Russia to prevent those developments, and this is it. 

I hope this committee will give consideration to manganese and 
look into the situation. You will find that it is not trade that we are 
concerned with here; it is the life of the United States. It does not 
apply to manganese only; it applies to all the raw materials that the 
Soviets and the countries behind the Iron Curtain can ship. It 
happened in 1930 and I see it happening again today; that is, the 
Soviets, with no determined cost of production as compared with the 
cost of production under a capitalistic economy, name the price and 
ship into this country any commodity which they produce, and 
wreck the price system of that commodity in this country. They did 
it in 1930, not only with manganese. They started first with man- 
ganese. They did it with wheat, they did it with coal, they did it 
with lumber, with oil, and with asbestos—17 national industries 
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The reason why I say that I know this is because I was chairman of 
the Joint Conference on Unfair Russian Competition at the time that 
it was done. We spent about a year exposing what the Soviets were 
trying to do, which was to undermine the economy of this country. 
When it was finally stopped, they had more or less ruined manganese 
and a number of other national industries. I can see the same thing 
headed our way today. The first one is this proposal of trading 


manganese for butter with the United States. I hope it will not be 
done. 


I have a short memorandum which carries the facts of the manga- 
nese industry, as of today, just published in the Iron Age, and I would 
like the privilege of submitting it for the record to give you the facts of 
the industry without taking up further time of this committee. 

The CuarrMan. Without objection, it is so ordered. 

(The information referred to is as follows:) 


|The IRonN AGE, The National Metalworking Weekly, December 16, 1954] 


MANGANESE: UNITED States Suppiies GROWING 


GOVERNMENT INCENTIVES BOLSTER DOMESTIC MINES--UNITED STATES OUTPUT 
STILL LESS THAN 10 PERCENT OF NEED—MARKET EASY IN 1954 BECAUSE OF LOWER 
STEEL PRODUCTION-—TEST LOW GRADE ORE AND SLAG RECOVERY PROCESSES 


(By J. C. Adkerson, president of the American Manganese Producers Association) 


Manganese supply situation eased considerably in 1954. Ore imports, although 
falling below the all-time record of the previous year, were substantially in excess 
of United States consumption which declined with production. 

Shipments from domestic mines continued to respond to the Government's 
programs for encouraging production but still represent scarcely 10 percent of 
United States needs. With adequate stocks at consuming plants and with steel 
furnaces operating at low rates as compared with 1953, buying of both ore and 
ferromanganese was extremely quiet throughout the year. 

Price of Indian ore, which constitutes almost half of the current raw material 
supply, began to be shaded below $1.10 per long ton unit not including duty, 
early in January and continued to deteriorate until a sharp drop in September 
brought it down below 75 cents. These figures, of course, are for standard 46 to 
48 percent ore, c. i. f. United States ports. Premiums may be paid for higher 
grade ores whereas off-grade ores have become more and more difficult to sell to 
commercial buyers. 

Effective September 1, the price of ferromanganese (74-76 percent Mn) was 
cut $10 to $190 per net ton, f. o. b. furnace, following concessions by foreign 
suppliers. Government incentive price for small shippers under the carlot pro- 
gram stayed $2.30 for 48 percent ore. 


Slow on quota boost 


The General Services Administration carlot purchase program which guarantees 
the price of $2.30 per long ton unit for domestic high-grade ores until June 30, 
1958, or until deliveries total 19 million dry long-ton units, promises to continue 
in effect until the terminal date. The 6-million unit allotment for purchases at 
the Wenden, Ariz., low-grade ore depot has been virtually completed. Purchase 
allotment at Deming, N. Mex., is unlikely to be exceeded for another year at least. 

Higher quotas for Wenden, and also for Butte, Mont., are still under considera- 
tion by Office of Defense Mobilization. 

No definite action has been taken on the proposal to establish another low-grade 
ore purchase depot in Virginia which would afford southern Appalachian miners 
the same benefits enjoyed by western miners. Despite lack of market for their 
lower grade ores, Virginia producers were the main contributors to the carlot 
program. 

One reason given for the Government’s go-slow policy in respect to low-grade 
domestic ores is the desire to await the outcome of various research projects aimed 
at economic utilization of these ores and manganese-bearing slags. Manganese 
resources of the United States are enormous but their physical or chemical struc- 
ture is such that they often cannot be upgraded to meet conventional use patterns 
without excessive losses in beneficiation. 
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Run pilot plants 


The four major sources of low-grade domestic manganese that still challenge 
our metallurgists are Cuyuna (Minn.), Aroostook County (Maine), Chamberlain 
(S. Dak.), and open-hearth slags. However, there are many other sources that 
could be counted upon if and when suitable economic treatment processes are 
devised. 

Huge sums of Government and private money have been spent during the last 
few years On manganese research and process development. Preliminary reports 
indicate that the Dean process being tested by Manganese Chemicals, Inc., in the 
pilot plant at Riverton, Minn., is proving technically successful on low-grade 
Cuyuna ores although final cost estimates are not yet available. The Paterson, 
N. J., plant for evaluating the nitric acid process of the E.S. Nossen Laboratories, 
Inc., and the Pittston, Pa., plant of Magnaslag, Inc., for making ferromanganese 
from openhearth slags were completed and operated in 1954 but further work is 
indicated before definite appraisals are possible. 

Bureau of Mines seems to favor its dithionate process or the high-temperature 
sulfatization process for ores and the pyrometallurgical approach to slags. Other 
processes based on sulfur dioxide or sulfuric acid have strong adherents. Still 
other novel processes are being considered and GSA is even now negotiating with 
a view to financing one or two additional pilot-plant projects. 


Manganese ore supply, consumption 
{Over 35 percent Mn short tons] 


General imports 
| mine ship- Se Beene s 


~|Consumption 
ments 


Ore | Ferromanga- | 


United oo 
| nese, ete.! 





221,684 | ‘1, 838, 000 
240, 980 2, 121, 000 
. 126, 502 1, 918, 000 
, 500, 986 
| 


252, 012 | 2, 254, 000 
125, 000 1, 800, 000 
150, 000 2, 000, 000 


! Calculated ore equivalent of imported manganese metal and alloys. 
? Estimated by author. 
3 Excludes 300,000 tons or more of ore containing less than 40 percent Mn. 


Source’. Bureau of Mines. 


The CxHarrMan. We thank you for your appearance and the 
information given the committee. 

Are there any questions? 

Mr. Harrison, of Virginia, will inquire. 

Mr. Harrison. Mr. Adkerson, how long has Russia been teasing 
this country in this supply? 

Mr. Apxerson. Ever since 1920. I brought it to the attention of 
the country in 1927, and predicted what would happen. 

Mr. Harrison. Is it not true that at the time of the enactment of 
the Macomber Tariff Act back in 1921 and 1922, that Senator Glass 
undertook to get tariff provisions into that act to prevent Russia 
from dumping manganese on this country to destroy the domestic 
industry? 

Mr. Apkerson. That is true, and also, again, in the consideration 
of the Fariff Act of 1930. Senator Glass and Senator Walsh of 
Montana, were outstanding in the leadership of the proposal for a 
tariff on manganese just to prevent the dumping of manganese from 
Soviet Russia. 

Mr. Harrison. In the Stockpiling Act of 1946, has the Govern- 
ment complied with that? 
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Mr. Apxerson. They have been getting manganese by driblets 
with the exception of last year. Because of the recession in the steel 
industry more manganese came in, and, of course, more manganese 
went into the stockpile. 

Mr. Harrison. Are the provisions of that act for the stockpiling 
of 5 years’ supply, has that been complied with? 

Mr. Apxkerson. It has not. They have accumulated a consider- 
able supply of manganese in stockpile. The figures are confidential. 
They are available to this committee but they have not, by far, 
obtained a 5-year supply, which would mean something between 10 
and 12 million tons. 

Mr. Harrison Did you hear the analysis of this situation by 
Mr. Long as to the probable stockpile? 

Mr. Apxerson. I did. 

Mr. Harrison. Would you agree with that? 

Mr. Apxerson. I do. 

Mr. Harrison. That would be about 2 years; is that right? 

Mr. Apxerson. The supply now on hand is estimated at nearer 
half the supply that is needed and not the full supply that is recom- 
mended. 

Mr. Harrison. Is the domestic supply being utilized? 

Mr. Apxkerson. The domestic supply is largely going to the 
General Services Administration under buying programs. 

Mr. Harrison. I know, but is the potential domestic supply being 
utilized? 

Mr. Apxerson. No. 

Mr. Harrison. What percent of our needs are we getting from the 
domestic supply? 

Mr. ApKerson. Approximately 10 percent. 

Mr. Harrison. What percent could we get? 

Mr. Apxerson. The best illustration is that we have increased it 
now to 200,000 tons a year, domestic production, whereas the consump- 
tion is a little over 2 million tons a year. I predict that next year we 
will increase the domestic production another 100,000 tons under the 
buying programs now established and in operation by the GSA. As 
I have stated before this committee in years gone by, we can be 
depended upon to produce it in increasing quantities with a buying 
program comparable with what we have now. We could increase it 
at the rate of an additional 100,000 tons each year for a period of years. 

Mr. Harrison. In conclusion, I have a statement here in my hand 
that I understand you are the author of in which you say: 

As far back as in 1927, I publicly called attention to the fact that the treacherous 
hands of the Russian Bolshevik would delight in lulling us to sleep and then 
suddenly close in on the source of supply while the United States struggled to 
develop her own manganese resources after the days of opportunity have gone. 

Did you make that statement? 

Mr. ApKerson. Yes. 

Mr. Harrison. When? 

Mr. ApKERSON. 1930 at the Mayflower Hotel before the Manganese 
Convention here in Washington. 

Mr. Harrison. Thank you. 

The CuarrMaAn. We thank you, Mr. Adkerson, for your appearance 
and the information given the committee. 

Mr. Apxerson. Thank you. 
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The Cuamman. The next witness is our colleague the Honorable 
M. G. Burnside. Mr. Burnside, we know you well, but for the record 
will you follow the customary procedure and identify yourself. 


STATEMENT OF HON. M. G. BURNSIDE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Burnsipe. Mr. Chairman, I am M. G. Burnside, of the Fourth 
Congressional District of West Virginia. I am here today to put in 
a word for one of the smallest industries in the country. I refer to the 
toy-marble industry. 

There are 7 toy-glass-marble factories in the United States, 6 of 
which are in the State of West Virginia, engaged primarily or solely 
in the production of toy glass marbles. These factories which nor- 
mally employ around 878 persons exclusive of sales representatives 
are as follows: 

Vitro Agate Co., Parkersburg, W. Va. 

Champion Agate Co., Pennsboro, W. Va. 

Heaton Agate Co., Pennsboro, W. Va. 

Ravenswood Novelty Works, Ravenswood, W. Va. 
Marble King, Inc., St. Marys, W. Va. 

Master Glass Co., Clarksburg, W. Va. 

Peltier Glass Co., Ottawa, Il. 

Import of toy glass marbles from Japan within the past year has 
caused these factories to lose 60 percent of their sales within the 
United States. Employment is now reduced to 294 persons. Based 
upon information furnished by United States purchasers, 90 percent 
of the remaining business will be lost to Japanese suppliers within 
the next year. 

The reason for this recent loss in United States business is not 
difficult to explain. The cost of production for manufacturers of toy 
marbles in the United States is 200 percent more than the cost of 
production for their counterpart manufacturers in Japan. The low 
cost of production in Japan 1s due primarily to the low cost of labor 
and raw materials and to low Japanese taxes. These cannot be 
offset. by more efficient methods of production in the United States. 
The average monthly wage of a skilled machine operator in the 
Japanese marble factory is 15,000 yen ($41.66), and the average 
monthly wage of an unskilled adult laborer is 6,000 yen ($16.66). 
There are no unions in the Japanese marble factories, and child labor 
is sometimes utilized. In marble factories in the United States, ma- 
chine operators average approximately $300 per month and the 
unskilled laborers, approximately $200 per month. Laborers in the 
United States work only 40 hours per week while their counterparts 
in Japan work 50 to 60 hours per week. The low cost of labor and 
low taxes which average about 15 percent result in proportionately 
cheap raw materials. Conference United States-flag lines advise that 
Japanese toy glass marbles are loaded as ballast and the cost of ship- 
ping from Japan to the United States is only $10 per 2,000 pounds. 
Shipping costs on nonconference United States-flag vessels and on 
Japanese-flag vessels are considerably lower. 

Under the present tariff rate, it is almost certain that the entire 
marble industry in the United States will close down. Gentlemen, 
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this industry, as I have said, is not large, but it is a source of em- 
ployment to people in West Virginia. Why must their jobs be sac- 
rificed? Why must the already devastating unemployment problem 
in West Virginia be made worse? I ask you to consider this industry 
in your decision on H. R. 1 and to either reject. it or report it only 
with a sufficient protection for the toy-marble industry. 

The CuarrMan. Does that conclude your statement ? 

Mr. Burnsipe. Mr. Chairman, that finishes my statement. Thank 
you for your kind attention. 

The Cuarrman. Thank you for your statement. It shall be of 
help to our committee. 

(The following material was submitted for the record :) 


THe LANNOM MANUFACTURING Co., 
Grinnell, Iowa, January 26, 1955. 
Hon. JERE Cooper, 
House of Representatives, Washington, D. C. 


Dear Mr. Cooper: The purpose of this letter is to request your good offices in 
preventing a damagingly low tariff on leather-covered baseballs and softballs. 
It has been proposed in House bill H. R. 1 that the State Department be allowed 
to negotiate United States tariff cuts on several items. Baseballs have been 
listed as one of the items to be negotiated. At the present time, there is a 
30-percent ad valorem duty on baseballs, paragraph 1502 of the Tariff Article of 
1930. 

It was necessary for us to establish a branch plant in Puerto Rico to compete 
with Japanese baseballs and their extremely low labor cost. We have effectively 
been able to compete here in Tullahoma and Puerto Rico on all but two of the 
lowest-grade numbers but if the tariff is reduced with the possibility of an in- 
creased minimum-wage rate of 90 cents and an increased minimum-wage rate in 
Puerto Rico of 55 cents, the foreign competition from Japan who now manufac- 
tures baseballs could easily destroy the baseball business in the United States. 

We employ here in Tullahoma 700 people all of whom are dependent on us 
and I will sincerely appreciate your consideration in having baseballs eliminated 
from this list of products to be discussed in the Geneva negotiations. 

Thank you for your consideration and with kindest personal regards and best 
wishes, I am 

Very truly yours, 
LANNOM MANUFACTURING Co., 
Cuas. E. PArisn, 
Eevecutive Vice President. 


MARSHALL RUBBER Co., 
Dallas 23, Tew., February 7, 1955. 
Hon. JERE Cooper, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


Dear Mr. Cooper: The Marshall Rubber Co. of which I am an officer is located 
at Forney, Tex. Our payroll includes about 10 percent of the persons gainfully 
employed in our community. We have been manufacturing toy balloons and 
other rubber products for about 9 years. At the present time the Defense De- 
partment has supplied us with a list of items to manufacture for defense pur- 
poses in the case of national emergency. We are currently producing meteorology 
balloons for the Navy. 

The Marshall Rubber Co. pays its employees a good living wage, while on the 
other hand it is known that the foreign wage is considerably lower. For example, 
in 1952 it was known that the average wage for a factory worker in Japan was 
19 cents per hour, and that wages paid for piece work in the home was even 
lower. Statistics show that about 52 percent of the cost of manufacturing a toy 
balloon is labor. Toy balloons constitute our major item of production. The 
competitive foreign manufacturer with their cheap labor can manufacture bal- 
loons for practically nothing compared to the expense of domestic manufacture. 

I contend that the 70 percent ad vaiorem duty on imported toy balloons is not 
prohibitive. Foreign-made balloons at the present time are being imported into 
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the United States, duty paid, and sold at a price under the current price of 
domestic manufactured balloons of similar size and quality and at the same time 
the importer and retailer are getting a fair and reasonable profit. 

The proposed legislation, H. R. 1, to which I am objecting, if passed, will 
allow the protective duty to be cut from 70 percent ad valorem to 50 percent 
and then reduced an additional 5 percent for the following 3 years. If this 
bill is passed in its present form it will force the Marshall Rubber Co, out of 
business. If the Government wishes to keep us in business we will require special 
aid. 

The peril point as set up in H. R. 1 does not afford the protection one is led to 
believe exists, as a reduction in tariff duty below the peril point is not prohibited. 
The President can reduce the tariff below the peril point if he feels it is expedient. 
It is my opinion once the peril point is established, it should be mandatory that 
the protective duty remain above that level. 

It is my belief that the present protective duty rate of 70 percent ad valorem 
is the peril point in the toy balloon industry. The industry cannot survive a 
reduction in duty. My contention is sustained by the fact that the price of toy 
balloons has been falling in spite of the increase in cost of labor and material. 
For example, in the past 8 months, raw latex, the major ingredient used in the 
manufacture of toy balloons has increased in price about 80 percent. The gen- 
eral upward trend in cost of production, plus the downward trend in prices due 
to competition, has caused a number of balloon manufacturers to go out of busi- 
ness. The aforementioned facts sustain my belief that the Marshall Rubber Co. 
cannot continue in business if the protective tariff were reduced and therefore, 
I protest the passage of H. R. 1 in its present form which would provide an imme- 
diate reduction in tariff rates. 

The economic conditions in the United States for the past 20 years have not 
been normal for a sufficient period of time to see the effect of present existing 
trade agreements with foreign nations upon our economy, i. e., small manufac- 
turers. Therefore I do not consider it good judgment to make H. R. 1 the law 
of the land in its present form, with its drastic tariff reduction to be extended 
for 3 years into the future without any means of knowing its effect upon small 
manufacturers and the United States economy. 

I hereby go on record opposing the passage of H. R. 1 and know if this bill is 
passed in its present form the Marshall Rubber Co. will be forced out of business. 

I now request that you insert this letter of protest into the records of the hear- 
ings on the H. R. 1. 

Sincerely, 


ALBERT J. MARSHALL, Owner. 


THE Mapte City Russer Co., 
Norwalk, Ohio, February 4, 1955. 
The COMMITTEE ON WAYS AND MEANS, 


House of Representatives, Washington, D. C. 
(Attention Hon. Jere Cooper, chairman) 


Dear Str: The Maple City Rubber Co., of which I am an officer, is located at 
Norwalk, Ohio. Our payroll includes about 4 percent of the persons gainfully 
employed in our communty. We have been manufacturing toy balloons and 
other rubber products for 40 years. During World War II we converted to 
warwork and manufactured such items as battery covers for the Signal Corps. 
At the present time the Defense Department has supplied us with a list of items 
to manufacture for defense purposes in the case of national emergency. 

We live in a small town and the average wage is about $2 per hour, which 
we consider a good living wage. On the other hand it is known that the foreign 
wage is considerably lower. For example, in 1952, it was known that the average 
wage for a factory worker in Japan was 19 cents per hour, and that wages paid 
for piecework in the home was even lower. Statistics show that about 52 percent 
of the cost of manufacturing a toy balloon is labor. Toy balloons constitute our 
major item of production. The competitive foreign manufacturer with their 
cheap labor ean manufacture balloons for practically nothing compared to the 
expense of domestic manufacture. 

I contend that the 70 percent ad valorem duty on imported toy balloons is not 
prohibitive. Foreign-made balloons at the present time are being imported into 
the United States, duty paid, and sold at a price under the current price of 
domestic manufactured balloons of similar size and quality and at the same 
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time the importer and retailer are getting a fair and reasonable profit. Toy 
balloons are very favorable items for the importer because of thier light weight, 
making the cost of transportation very reasonable. 

The proposed legislation, H. R. 1, to which I am objecting, if passed, will allow 
the protective duty to be cut from 70 percent ad valorem to 50 percent and then 
reduced an additional 5 percent for the following 3 years. If this bill is passed 
in its present form it will force the Maple City Rubber Co. out of business. If 
the Government wishes to keep us in business we will require special aid. 

The peril point as set up in H. R. 1 does not afford the protection one is led 
to believe exists, as a reduction in tariff duty below the peril point is not pro- 
hibited. The President can reduce the tariff below the peril point if he feels 
it is expedient. It is my opinion once the peril point is established, it should 
be mandatory that the protective duty remain above that level. It is my belief 
that the present protective duty rate of 70 percent ad valorem is the peril point 
in the toy-balloon industry. The industry cannot survive a reduction in duty. 
My contention is sustained by the fact that the price of toy balloons has been 
falling in spite of the increase in cost of labor and material. For example, in 
the past 8 months, raw latex, the major ingredient used in the manufacture 
of toy balloons, has increased in price about 80 percent. The general upward 
trend in cost of production, plus the downward trend in prices due to competi- 
tion, has caused a number of balloon manufacturers to go out of business. The 
aforementioned facts sustain my belief that the Maple City Rubber Co. cannot 
continue in business if the protective tariff were reduced and therefore I protest 
the passage of H. R. 1 in its present form which would provide an immediate 
reduction in tariff rates. 

The economic conditions in the United States for the past 20 years have not 
‘been normal for a sufficient period of time to see the effect of present existing 
trade agreements with foreign nations upon our economy, i. e., small manufac- 
tures. Therefore I do not consider it good judgment to make H. R. 1 the law 
of the land in its present form, with its drastic tariff reduction to be extended 
for 3 years into the future without any means of knowing its effect upon small 
manufacturers and the United States economy. 

I hereby go on record opposing the passage of H. R. 1 and know if this bill 
- oo in its present form the Maple City Rubber Co. will be forced out of 

usiness. 

I now request that you insert this letter of protest into the records of the 
hearings on H. R. 1. 

Yours very truly, 
THE Mapte Crty Russer Co., 
By Ciaup V. Martin, President. 


THE OAK RusBBER Co., 
Ravenna, Ohio, February 1, 1955. 
Hon. JERE Cooper, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


Dear Mr. Cooper: As President of the Oak Rubber Co. located in Ravenna, 
Ohio, I feel obligated to bring certain matters to your attention concerning House 
of Representatives bill No. 1 which was recently introduced and is currently 
being considered by the Committee on Ways and Means of which you are chair- 
man. 

This company employs about 8 percent of those gainfully working in the city 
of Ravenna. We have been manufacturing toy balloons and other rubber products 
for over 38 years. During World War II we converted to war work and manu- 
factured target balloons for all branches of the service and raincoats for the 
Army. Asa matter of fact, we were 1 of only 3 manufacturers of target balloons. 
We received an E award for both balloon production and raincoat production. 
We are registered with the services on a standby basis for defense items now. 

The Oak Rubber Co. wage rates are comparable to those throughout the 
‘rubber industry here in Ohio. We have about 250 employees who are members 
of the CIO Rubber Workers Union. A recent survey of the toy-balloon indus- 
try indicates that 52 percent of the sales dollar of the industry represents pay- 
ments for wages to its employees. Likewise this survey reveals to us that the 
average factory wage in Japan is 19 cents per hour. This is less than one-tenth 
the average hourly wage in this country in the rubber industry. Assuming, 
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therefore that an item we sell for approximately $4 represents $2 of wage pay- 
ment and $2 for material, the same Japanese product with the same material 
cost (which is unlikely) would cost about $2.19. The present 70 percent ad 
valorem duty on those balloons brings the landed cost to $3.73. The freight 
would be a good deal less than 20 cents per unit. On this basis 70 percent 
ad valorem is obviously not prohibitive. 

Many well-informed people such as yourself with whom I have discussed this 
problem, point out that a peril point is provided for in your bill which would 
take care of these situations. One gigantic loophole, however, is the nonmanda- 
tory feature of the peril point upon the President of the United States. I 
have reason to believe that no careful study of the peril point in the balloon 
industry has been or will be made and that because of the religious fervor sur- 
rounding free trade and other international political matters, such a peril point 
might be ignored by the executive branch of the Government anyway. 

Actually economic conditions in the United States, and the world for that 
matter, during the last 20 years have not been conducive to the free movement 
of products internationally. The very high walls erected by foreign countries 
in the form of licenses, import quotas, and exchange control have distorted the 
picture tremendously. At the same time the majority of the world has been 
even more deeply embroiled in war and war effort than we. During such a 
period, there have not been concerted efforts to export products such as toy 
balloons to this country. We may just be entering a period in which not only 
Japan, but England, France, Belgium, Germany, India, and many South American 
countries are about to swamp this country with products such as toy balloons and 
rubber toys. 

I hereby wish to go on record in opposition to H. R. 1 and make it known 
that if this bill is passed in its present form, I very much fear that the Oak 
Rubber Co. and its employees will be forced out of business, a consequence which 
will seriously affect this little town of ours. 

It is respectfully requested that the contents of this letter of protest be inserted 
into the records of the hearings on H. R. 1. 

Sincerely, 
W. R. Coitette, President. 


BaysnHore Inpustries, INC., 
Elkton, Md., January 27, 1955. 
Hon. JERE Cooper, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


Dear Mr. Cooper: The Bayshore Industries, Inc., of which I am an officer, 
is located at Elkton, Md. Our payroll includes about 50 percent of the persons 
gainfully employed in our community. We have been manufacturing toy bal- 
loons and other rubber products for about 8 years. 

The Bayshore Industries, Inc., pays its employees about $2.40 per hour, which 
we consider a good living wage, while on the other hand, it is known that the 
foreign wage is considerably lower. For example, in 1952 it was known that 
the average wage for a factory worker in Japan was 19 cents per hour, and 
that wages paid for piecework in the home was even lower. Statistics show 
that about 52 percent of the cost of manufacturing a toy balloon is labor. Toy 
balloons constitute our major item of production. The competitive foreign man- 
ufacturers with their cheap labor can manufacture balloons for practically 
nothing compared to the expense of domestic manufacture. 

I contend that the 70 percent ad valorem duty on imported toy balloons is not 
prohibitive. Foreign made balloons at the present time are being imported 
into the United States, duty paid, and sold at a price under the current price of 
domestic manufactured balloons of similar size and quality and at the same 
time the importer and retailer are getting a fair and reasonable profit. 

The proposed legislation, H. R. 1, to which I am objecting, if passed, will 
allow the protective duty to be cut from 70 percent ad valorem to 50 percent 
and then reduced an additional 5 percent for the following 3 years. If this 
bill is passed in its present form, it will force the Bayshore Industries, Inc., out 
of business. If the Government wishes to keep us in business, we will require 
special aid. 

The peril point as set up in H. R. 1 does not afford the protection one is led 
to believe exists, as a reduction in tariff duty below the peril point is not pro- 
hibited. The President can reduce the tariff below the peril point if he feels 
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it is expedient. It is my opinion once the peril point is established, it should 
be mandatory that the protective duty remain above that level. 

It is my belief that the present protective duty rate of 70 percent ad valorem 
is the peril point in the toy-balloon industry. The industry cannot survive a 
reduction in duty. My contention is sustained by the fact that the price of toy 
balloons has been falling in spite of the increase in cost of labor and material. 
For example, in the past 8 months, raw latex, the major ingredient used in the 
manufacture of toy balloons, has increased in price about 80 percent. The general 
upward trend in cost of production, plus the downward trend in prices due to 
competition, has caused a number of balloon manufacturers to go out of business. 
The aforementioned facts sustain my belief that the Bayshore Industries, Inc., 
cannot continue in business if the protective tariff were reduced and therefore, I 
protest the passage of H. R. 1 in its present form, which would provide an imme- 
diate reduction in tariff rates. 

The economic conditions in the United States for the past 20 years have not 
been normal for a sufficient period of time to see the effect of present existing 
trade agreements with foreign nations upon our economy, i. e., small manufac- 
tures. Therefore I do not consider it good judgment to make H. R. 1 the law 
of the land in its present form, with its drastic tariff reduction to be extended 
for 3 years into the future without any means of knowing its effect upon small 
manufacturers and the United States economy. 

I hereby go on record opposing the passage of H. R. 1, and know if this bill 
is passed in its present form, the Bayshore Industries, Inc., will be forced out 
of business. 

I now request that you insert this letter of protest into the records of the hear- 
ings on H. R. 1. 

Sincerely, 
Purip PoLtiack, 7'reasurer. 


SmirH Russer Crart, Inc., 
Hattiesburg, Miss., February 4, 1955. 
Hon. JERE Cooper, 
Chairman, Committee on Ways and Means. 
House of Representatives, Washington, D. C.: 


The Smith Rubber Craft, of which I am an officer, is located at Hattiesburg, 
Miss. We have been manufacturing toy balloons for about 8 years. At the 
present time the Defense Department has supplied us with a list of items to 
manufacture for defense purposes in the case of national emergency. 

The Smith Rubber Craft pays its employees, we consider a good living wage, 
while on the other hand it is known that the foreign wage is considerably lower. 
For example, in 1952 it was known that the average wage for a factory worker 
in Japan was 19 cents per hour, and that wages paid for piecework in the home 
was even lower. Statistics show that about 52 percent of the cost of manufac- 
turing a toy balloon is labor. Toy balloons constitute our major item of produc- 
tion. The competitive foreign manufacturer with their cheap labor can manu- 
facture balloons for practically nothing compared to the expense of domestic 
manufacture. 

I contend that the 70-percent ad valorem duty on imported toy balloons is 
not prohibitive. Foreign-made balloons at the present time are being imported 
into the United States, duty paid, and sold at a price under the current price of 
domestic manufactured balloons of similar size and quality and at the same time 
the importer and retailer are getting a fair and reasonable profit. 

The proposed legislation, H. R. 1, does not afford the protection one is led 
to believe exists, as a reduction in tariff duty below the peril point is not pro- 
hibited. The President can reduce the tariff below the peril point if he feels 
it is expedient. It is my opinion once the peril point is established, it should be 
mandatory that the protective duty remain above that level. : 

It is my belief that the present protective duty rate of 70 percent ad valorem 
is the peril point in the toy-balloon industry. The industry cannot survive a 
reduction in duty. My contention.is sustained by the fact that the price of 
toy balloons has been falling in spite of the increase in cost of labor and material. 
For example, in the past 8 months, raw latex, the major ingredient used in the 
manufacture of toy balloons has increased in price about 80 percent. The 
general upward trend in cost of production, plus the downward trend in prices 
due to competition, has caused a number of balloon manufacturers to go out of 
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business. The aforementioned facts sustain my belief that the Smith Rubber 
Craft cannot continue in business if the protective tariff were reduced, and 
therefore, I protest the passage of H. R. 1 in its present form which would pro- 
vide an immediate reduction in tariff rates. 

The economic conditions in the United States for the past 20 years have not 
been normal for a sufficient period of time to see the effect of present existing 
trade agreements with foreign nations upon our economy, i. e., small manu- 
facturers. Therefore I do not consider it good judgment to make H. R. 1 the law 
of the land in its present form, with its drastic tariff reduction to be extended 
for 3 years into the future without any means of knowing its effect upon small 
manufacturers and the United States economy. 

I hereby go on record opposing the passage of H. R. 1 and know if this bill 
is passed in its present form the Smith Rubber Craft will be forced out of 
business. 

I now request that you insert this letter of protest into the records of the 
hearings on H. R. 1. 

Sincerely yours, 
Burnice W. Smiru, President. 


BAcLe Russer Co., INc., 
Ashland, Ohio, February 1, 1955. 
Hon. JERE COOPER, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


The Eagle Rubber Co., Inc., of which I am an officer, is located at Ashland, 
Ohio. We have been manufacturing toy balloons and other rubber products for 
about 38 years. During World War II we converted to war work and manufac- 
tured such items as ponchos, lifebelts, liferafts, and Mae West’s, waterproof food 
and instrument bags. For this our company received the coveted Army and Navy 
E award. 

It is a matter of general knowledge that the wages we must pay for labor are 
many times the wages paid in foreign countries. For this reason we contend that 
the 70 percent ad valorem duty on imported toy balloons is not prohibitive. The 
price of toy balloons has been falling in spite of the increase of labor and cost 
of material due to the local competitive situation. However, to compete with 
imported balloons produced by labor that costs only a fraction of what we must 
pay, would put us out of the balloon business. Our company, therefore, would 
not be available in time of another national emergency to produce the items 
required of us by the Defense Department of the United States Government. 

I hereby go on record opposing the passage of H. R. 1 and know if this bill is 
passed in its present form the Eagle Rubber Co., Inc., will be forced out of busi- 
ness. 

I now request that you insert this letter of protest into the records of the 
hearings on H. R. 1. 

Sincerely, 
L. J. RavuTH, 
Vice President-Treasurer. 


Tue Toycrart RUBBER Co., 
Ashland, Ohio, January 31, 1955. 
Hon. JERE Cooper, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C.: 


The Toycraft Rubber Co., of which I am an officer, has been manuafcturing 
toy balloons at Ashland, Ohio, for more than 35 years. There are 5 similar 
manufacturers in this small city of 15,000 and the total employment is vital to 
the community. ‘ 

During World War II we converted to warwork and manufactured food bags, 
lifebelts, and carrying cases. Since then the Defense Department has made 
a complete survey of our equipment and has supplied us with a list of items to 
manufacture for defense purposes in the case of national emergency. 

The proposed legislation, H. R. 1, if passed, will allow the protective duty on 
toy balloons to be cut from 70 percent ad valorem to 50 percent and then reduced 
an additional 5 percent for each of the following 3 years. This seems unreason- 
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able to us as at the present 70 percent ad valorem duty is not prohibitive. In 
fact the startling difference in wages paid by Japan and our toy balloon industry 
makes it possible to import balloons into the United States, duty paid, and still 
sell them under the current domestic price. 

The peril point, as set up in H. R. 1, does not afford true protection as a reduc- 
tion in tariff duty below the peril point is not prohibited. The President can 
reduce tariff below the peril point if he so desires. To us the present protective 
duty of 70 percent ad valorem is the peril point and the balloon industry cannot 
survive any reduction in duty. This contention is sustained by the fact that 
the price of toy balloons has been falling in spite of increased cost of labor and 
material. Raw latex, the principal material used in the manufacture of toy 
balloons, has increased in cost more than 80 percent in the last 8 months and a 
number of toy balloon manufacturers have gone out of business. 

The economic conditions in the United States for the last 20 years have been 
far from normal, in fact we have known little prosperity except “war prosperity.” 
Therefore we do not consider it good judgment to make H. R. 1 the law of the 
land without any means of knowing its effect upon small manufacturers. 

We are opposing the passage of H. R. 1, in its present form, as the Toycraft 
Rubber Co., together with other toy balloon manufacturers, cannot exist if it 
becomes a law. Furthermore we request that this letter of protest be inserted 
into the records of the hearing on H. R. 1. 

Yours very truly, 
R. T. ScANTLEBURY, Secretary-Treasurer 


Fepruary 2, 1955. 
Hon. Jere Cooper, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C.: 


The National Latex Products Co., of which I am an officer, is located at 
Ashland, Ohio. Our payroll includes about 3 percent of the persons gainfully 
employed in our community. We have been manufacturing toy balloons and 
other rubber products for about 13 years. 

The National Latex Products Co. pays its employees about $1.50 per hour, 
which we consider a good living wage, while on the other hand it is known that 
the foreign wage is considerably lower. For example, in 1952 it was known that 
the average wage for a factory worker in Japan was 19 cents per hour, and 
that wages paid for piecework in the home was even lower. Statistics show 
that about 52 percent of the cost of manufacturing a toy balloon is labor. Toy 
balloons constitute our major item of production. The competitive foreign 
manufacturer with their cheap labor can manufacture balloons for practically 
nothing compared to the expense of domestic manufacture. 

I contend that the 70-percent ad valorem duty on imported toy balloons is 
not prohibitive. Foreign-made balloons at the present time are being imported 
into the United States, duty paid, and sold at a price under the current price 
of domestic manufactured balloons of similar size and quality, and at the same 
time the importer and retailer are getting a fair and reasonable profit. 

The proposed legislation, H. R. 1, to which I am objecting, if passed, will 
allow the protective duty to be cut from 70 percent ad valorem to 50 percent 
and then reduced an additional 5 percent for the following 3 years. If this 
bill is passed in its present form, it will force the National Latex Products Co. 
out of business. If the Government wishes to keep us in business, we will require 
special aid. 

The peril point, as set up in H. R. 1, does not afford the protection one is led 
to believe exists, as a reduction in tariff duty below the peril point is not 
prohibited. The President can reduce the tariff below the peril point if he feels 
it is expedient. It is my opinion once the peril point is established, it should 
be mandatory that the protective duty remain above that level. 

It is my belief that the present protective duty rate of 70 percent ad valorem 
is the peril point in the toy-balloon industry. The industry cannot survive a 
reduction in duty. My contention is sustained by the fact that the price of 
toy balloons has been falling in spite of the increase in cost of labor and ma- 
terial. For example, in the past 8 months, raw latex, the major ingredient used 
in the manufacture of toy balloons has increased in price about 80 percent. 
The general upward trend in cost of production, plus the downward trend in 
prices due to competition, has caused a number of balloon manufacturers to 
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go out of business. The aforementioned facts sustain my belief that the National 
Latex Products Co. cannot continue in business if the protective tariff were 
reduced and, therefore, I protest the passage of H. R. 1 in its present form, which 
would provide an immediate reduction in tariff rates. 

The economic conditions in the United States for the past 20 years have not 
been normal for a sufficient period of time to see the affect of present existing 
trade agreements with foreign nations upon our economy, i. e., small manu- 
factures. Therefore I do not consider it good judgment to make H. R. 1 the law 
of the iand in its present form, with its drastic tariff reduction to be extended 
for 3 years into the future without any means of knowing its affect upon small 
manufacturers and the United States economy. 

I hereby go on record opposing the passage of H. R. 1 and know if this bill 
is passed in its present form the National Latex Products Co. will be forced 
out of business. 

I now request that you insert this letter of protest into the records of the 
hearings on H. R. 1. 

Sincerely, 
THE NATIONAL LATEx PRopUCTs Co., 
H. R. Gitx II, President. 


THE MOHICAN Russer Co., 
Ashland, Ohio, February 2, 1955. 
Hon. JERE Cooper, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


Dear Str: The Mohican Rubber Co. of Ashland, Ohio, of which I am secretary- 
treasurer and general manager employs approximately 2 percent of the people 
gainfully employed in this community. For the past 37 years we have manufac- 
tured exclusively rubber toy balloons. During World War II we were exclu- 
sively in warwork and manufactured such specialized items as waterproof food 
bags, waterproof clothing bags, delousing bags, pistol covers, and special water- 
proof bags for the OSS. At the present time we have been carefully surveyed 
and our facilities have been made available to the United States Army Quarter- 
master Corps, Chicago, Ill, and we stand ready to convert with but little delay 
in the cause of a national emergency. 

At the present time the Mohican Rubber Co. pay its employees approximately 
$2.60 per hour male labor and somewhat less for female. Now it is a well- 
known fact that wages in other countries are considerably lower. It is known 
that the average wage for a factory worker in Japan was 19 cents per hour and 
that the wages for so-called homeworkers was much lower. About 52 percent 
of the cost of manufacturing a toy balloon is labor—toy balloons are our only 
item of production. Competitive foreign manufacturers with their cheap labor 
can produce balloons for practically nothing in comparison with our expense of 
manufacture in this country. 

It is our firm belief that the 70 percent ad valorem duty on imported toy 
ballons is most certainly not prohibitive. In fact, there are considerable quanti- 
ties of toy balloons being sold in the United States at this time, duty paid, and 
sold at a price much under our current domestic prices. These balloons are of 
the same size or somewhat larger and are priced by the Japanese at such that 
both the importer and retailer are getting a reasonable margin of profit. 

It is H. R. 1 to which I am objecting and which if passed would allow the 
protective duty to be cut from 70 percent ad valorem to 50 percent and then 
reduced an additional 5 percent for the following 3 years. This bill if passed in 
its present form would without doubt force the Mohican Rubber Co. out of busi- 
ness. If the Government wishes to keep us in business we will then most 
certainly require special aid. 

The peril point as set forth in H. R. 1 most certainly does not give the pro- 
tection one is led to believe exists as a reduction in tariff duty below the peril 
point is not prohibited. The President can reduce the tariff below the peril 
point if he feels it is expedient. It is my opinion that, once the peril point 
is established, it should be mandatory that the protective duty should remain 
above that level. 

It is my firm belief that the present protective duty rate of 70 per cent ad 
valorem is the peril point in the toy-balloon industry. The industry cannot 
survive a reduction in duty. My further contention is sustained by the fact 
that the price of toy balloons has been going down in spite of increased cost in 
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both labor and raw materials. In the past 8 months, raw liquid latex, one of the 
major ingredients used in the manufacture of toy balloons, has increased in price 
about 80 percent. The general upward trend in cost of production plus the 
lowering of prices due to competition has already caused a number of balloon 
manufacturers to go out of business. The aforementioned facts bear out my 
belief that the Mohican Rubber Co. cannot remain in business if the protective 
tariff were reduced and, therefore, I protest the passage of H. R. 1 in its present 
form which would provide an immediate reduction in tariff rates. 

For the past 20 years it is generally understood that the economic conditions 
in the United States have not been normal for a sufficient period of time to see 
the effect of present existing trade agreements with foreign nations upon our 
economy ; that is, small manufacturers. Therefore, I think it would be a mistake 
to make H. R. 1 the law of the land in its present form, with its drastic tariff 
reduction to be extended for 3 years into the future with no way of knowing 
its effect upon small manufacturers and the United States economy. 

Therefore, I hereby go on record as opposing the passage of H. R. 1 and know 
if this bill is passed in its present form that the Mohican Rubber Co. will be 
forced out of business. 

I also request that you insert this letter of protest into the records of the 
hearings on H. R. 1. 

Very truly yours, 
C. W. FREER, 
Secretary-Treasurer, General Manager. 


Tue Barr RvuBBER PRODUCTS Co., 
Sandusky, Ohio, February 4, 1955. 
COMMITTEE ON WAYS AND MEANS, 
House of Representatives, Washington, D. C. 
(Attention of Hon. Jere Cooper, chairman.) 


GENTLEMEN: As president of the Barr Rubber Products Co. I write to protest 
against H. R. 1. Our company has been manufacturing inflated rubber balls, 
toy balloons, and other rubber toys for about 34 years. Our annual sales vol- 
ume is approximately $3 million, about 90 percent of which is of items covered 
under paragraph 1513 of the present Tariff Act. About 70 percent of our business 
is in rubber balls and rubber toys on which the duty was originally 70 percent 
ad valorem. This was reduced about 1947 under a reciprocal-trade agreement 
to 50 percent, a reduction of 28.6 percent. Toy balloons constitute an important 
part of our sales volume and the duty on them is now 70 percent ad valorem. 
Under H. R. 1 the duty on balloons could be cut 50 percent and then reduced 
an additional 5 percent for the ensuing 3 years. The duty on rubber balls could 
be reduced an additional 5 percent during each year of the 3-year period. 

Our company has given steady employment to approximately 300 people for 
a good many years and is one of the larger factories in our city of 30,000. We 
have a capital investment of $1,850,000. Our total payroll in 1953 was $1,140,000. 
We used approximately 1,400,000 pounds of natural rubber during 1953 at a 
cost of approximately $450,000. We used chemicals at a cost of approximately 
$350,000 ; purchased supplies from paper manufacturers to the extent of $225,000, 
and purchased rubber machinery in the amount of $200,000. All of these figures 
are for 1953 and are but a few of the more important figures indicating the 
importance of a company as small as ours to the national economy. When you 
multiply our company by the great number of small toy companies across the 
country, there is a very significant total gross national product involved. 

We figure that about 40 percent of the manufacturing costs on our inflated 
rubber balls and rubber toys is labor and that about 50 percent of the cost of 
manufacturing toy balloons is labor. Our average labor cost is about $1.60 per 
hour as compared with hourly rates of 48 cents in Belgium, 46 cents in France, 
44 cents in Germany, 37 cents in Italy, and 16 to 19 cents in Japan, ete. Already 
the rubber-ball market is being flooded with rubber balls produced in Western 
Germany, Italy, France, Belgium, and England, indicating that the present tariff 
is no barrier whatsoever. If the tariffs are lowered under H. R. 1 or under 
reciprocal-trade agreements, obviously due to our relatively higher labor cost, 
we will be unable to compete with Western European, Japanese, and other foreign 
competition and will be forced out of business. 
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During World War II this company produced about $6,500,000 worth of mili- 
tary products, in which rubber know-how and techniques were of great import- 
ance. At the present time we have from the Defense Department a list of 
items and specifications for the manufacture for defense purposes in case of a 
national emergency. In time of war the big rubber plants of this country are 
not adequate for the production of the tremendous number of military items 
using rubber or rubber products. We believe that our company and many other 
relatively small rubber companies are of vital importance from a national 
defense standpoint. 

In my judgment, the peril point set up in H. R. 1 does not afford us any 
real protection. The President can reduce the tariff below the peril point if he 
feels it is expedient. It is my opinion that once the peril point is established 
it should be mandatory that the tariff remain above that level. 

We strongly oppose any further reductions in the tariffs on our products. In 
our opinion, the economic conditions in this country for the past 20 years have 
not been at all normal. European competition has only recently invaded all 
of our markets. While Western Burope has the greatest prosperity and the 
least unemployment in any time in its history, our country has considerable un- 
employment and the United States Chamber of Commerce predicts that 1955 
will see approximately the same unemployment as 1954. Therefore, we believe 
that H. R. 1 should be drastically changed and that the law in any event should 
have no more than 1 year of duration. 

We further call your attention to the fact that large companies with di- 
versified products and considerable liquid assets may be in a position to shift 
and change their operations to meet foreign competition. This is not true of the 
hundreds and hundreds of small toy manufacturers across this country. In our 
judgment, H. R. 1 and the reduction of tariffs implicit in the whole program will 
result in the elimination of thousands of small American manufacturers across 
the country, and in tremendous impetus to the growth of monopoly and carteli- 
zation in this country. 

We request that you insert this letter of protest against H. R. 1 into the records 
of the hearings before your committee. ° 

Very truly yours, 
R. J. Dorn, President. 


DramMonp CHAIN Co., INc., 
Indianapolis, Ind., January 21, 1955. 
Subject : H. R. 1. 


CHAIRMAN, WAYS AND MEANS COMMITTEE, 
House of Representatives, Washington, D. C. 


Dear Str: This is an urgent request that such provisions of H. R. 1 as would 
serve to reduce tariff rates generally, be not passed. 

Our company is a manufacturer of roller chains and sprockets for transmission 
of power. It employs presently 1,300 people at its only plant located in 
Indianapolis, Ind. 

Competitive chains made in foreign countries are assessed duties under para- 
graph 329 of the Tariff Act of 1930. 

Our reasons for opposing further tariff reductions are fully set forth in a brief 
dated December 20, 1954, filed with the United States Tariff Commission and the 
Committee for Reciprocity Information, copies of which are enclosed. Very 
briefly our problem is as follows: 

1. Tariff rates on our product have already undergone drastic reductions as 
follows: Percent 

ad valorem 


United Kingdom treaty 1939 
United Kingdom treaty 1947 


2. Due entirely to lower wages paid in Germany, Japan, and Mngland, chains 
imported from those countries reach the United States market, duty paid, at less 
than our cost of production. 

3. The labor content of power transmission chains is high and is greater on 
small chains than on large. Foreign imports have seriously reduced our produc- 
tion and sale of small pitch chains and in the case of some sizes have compelled 
us to cease production entirely with a consequent reduction in our working force 
of 130 people. 





2140 TRADE AGREEMENTS EXTENSION 


In the past when tariff reductions under paragraph 329 have been negotiated 
under the Reciprocal Trade Acts the tariff reductions have been granted to coun- 
tries which were not the leading exporters to the United States but, of course, 
the reduction was immediately enjoyed by the actual leading exporting countries. 
There was hence no reciprocity involved. 

We can make an excellent case for an increase in duty rates and we greatly 


fear the provisions of H. R. 1, which could so easily lead to further reduction 
rather than to an increase. 


Yours very truly, 


Guy A. WAINWRIGHT, 
President. 


DECEMBER 20, 1954. 
Subject: Paragraph 329 power transmission chains. 


Unitep STATes TARIFF COMMISSION and 
COMMITTEE FOR RECIPROCITY INFORMATION, 
Washington, D. C. 


GENTLEMEN: 1. This is a request that (a) no further reduction in the tariff 
on power transmission chain be made; and 

(>) That the tariff rate on power transmission chain valued at more than 40 
cents per pound be restored to its 1930 rate of 40 percent ad valorem. 

2. This brief is filed in behalf of— 


Acme Chain Co., Holyoke, Mass. 

Atlas Chain Co., Doylestown, Pa. 

Chain Belt Co., Milwaukee, Wis. 

Diamond Chain Co., Inc., Indianapolis, Ind. 

Link Belt Co., Chicago, Tll. 

Morse Chain Co., Ithaca, N. Y. 

Union Chain & Manufacturing Co., Sandusky, Ohio 
Whitney Chain Co., Hartford, Conn. 

Eath of the above companies is a manufacturer in the United States of power 
transmission chains and each has stated approval of this brief. The foregoing 
companies are substantially all the United States manufacturers of roller chain 
for transmission of power. 

3. The tariff rate on power transmission chains herein discussed has already 
undergone drastic reductions as follows: 


Percent 
ad valorem 


Act of 1930 
Wanited le dmapiown... ety: BB casino eae a ce alta 25 
United Kingdom treaty, 1947 


It is submitted that there has been no justification for the progressive reduction 
in the tariff rate on this commodity, and accordingly this year is an opportune 
time to make a critically accurate appraisal of the domestic industry’s problems. 

At the outset, we point ont that— 


(a) the capacity of United States plants far exceeds current domestic 
requirements ; 

(b) foreign production in this industry from fine modern plants, mostly 
new since World War IT, and at very low labor rates, imperils the very life of 
this industry in the United States; 

(c) a substantial increase in tariff protection is essential in order that 
the already inadequate domestic market not be glutted with low-priced for- 
eign production. 

4. Japan is not the chief source of imports of power transmission chains into 
the United States. Our imports from West Germany now exceed those from 
Japan, and imports from the United Kingdom closely approach those from Japan. 

5. Tariff reductions to Japan would damage United States industry and, if 
and when any tariff reduction made to Japan is extended to other nations, the 
domestic chain manufacturing industry would be further seriously damaged. 
Therefore, this brief will treat the problem created by a reduction in duty to 
other countries as well as to Japan. 

6. Import statistics of power transmission chain (which are available to you) 
have always been extremely unsatisfactory and misleading for the following 
reasons: 

(a) For several years, very large quantities of bicycle chain have been im- 
ported and their statistical classification has always been erratic. Sometimes 
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they are imported as power transmission chains; sometimes they are imported 
as bicycle parts under paragraph 371 of the Tariff Act; under United States 
Customs Court Decision No. C. D. 1952 they have been classed as coil chain 
when imported on reels; when assembled on a bicycle they are included in 
bicycle values; whether they fall in the subclass “valued under 40 cents per 
pound” or “40 cents or over” depends upon the importer’s declaration of value 
as current foreign values may be slightly over or under 40 cents per pound. 

(bo) Substantial quantities of power transmission chains are imported as 
original equipment of various types of machines or as square parts therefor, 
The actual quantities in this instance are wholly unknown. 

7. Whatever figure you hold to be the true import value of power transmission 
chains, it will be misleading as to the profound effect on the domestic manu- 
facturers. From our general knowledge of the trade and the industry we are 
sure that most of the imports are at present concentrated in the smaller sizes 
of chain. The apparent ratio of total imports to total domestic consumption is 
no measure of the seriousness of the threat to the domestic industry. 

This important point must be explained more fully. 

The industry manufactures more than 100 different sizes of standard roller 
chains (containing more than 3 parts per pitch), ranging from %4-inch pitch to 
38-inch pitch. Generally the smaller the pitch, the greater degree of labor con- 
tent. Since the disadvantage of the United States industry is due exclusively 
to the very low wage levels in the foreign competitive plants, the impact on 
our industry is much more severe in the smaller pitch chains. 

All chains within the industry that have been standardized by the American 
Standards Association are interchangeable and hence have like dimensions with 
the physical properties being comparable, since there is very little difference in 
the basic manufacturing processes within the industry. 

The table below, furnished by one manufacturer, gives some interesting com- 
parisons in that it shows in an index form the comparative manufacturing costs 
which include all items of which labor, both direct and indirect, is a factor, 
no material or selling or administrative costs being included. This index, there- 
fore, represents proportionately the impact of direct and indirect labor through 
the various pitches of roller chain, and shows by comparison how the impact 
of the labor costs increases as the size of the chain decreases. 

Value added to raw material cost in terms of percentage of manufacturing cost: 


Pitch (inches) : Percent | Pitch (inches)—Con. Percent 
% . 


To illustrate: An example of the serious result that has actually happened 
is the experience of the American manufacturers in the bicycle chain market. 
A few years ago domestic manufacturers supplied about 90 percent of domestic 
requirements. In 1954 this had declined to not over 10 percent. This very 
rapid attrition has been most marked in small sizes of chain, but without ade- 
quate protection, the same development will rapidly take place with respect to 
larger sizes, due entirely, we repeat, to the low wage levels of foreign competitors. 

The industry is experiencing the same attrition in respect to the chains used 
by industries making power lawn mowers, vending machines, garage-door openers, 
and other light machinery. Domestic production has been rapidly displaced by 
imported chains in these industries. 

8. Your body is completely informed on relative wage levels and we need 
introduce no detailed statisties which are already available to you. In brief, 
the various domestic power transmission chain manufacturers have an average 
wage rate of approximately $2 per hour. We know from firsthand investigation 
that the comparable wage rate in West Germany is not over 50 cents an hour 
and your own information will confirm that Japanese rates are even lower. 

9. Shown below are comparative prices of United States and Japanese power 
transmission chain quoted in this country, i. e., actual prices quoted in the 
United States for standard roller chain (which is power transmission chain 
having more than three parts per pitch) : 
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Net price per foot 


United States} Japanese 
manufac- manufac- 
turer A! turer 2 


Bicycle chain (B) 

ASA 35, %-inch pitch 

ASA 41, inch pitch 

ASA @, }44neh plteh........ Nise LEE 
ASA 50, 56-inch pitch 

ASA 60, %-inch pitch 

ASA 80, 1-inch pitch 

ASA 100, 14-inch pitch 

DIEM: BSD, BEG Sr BEN soe oii nat bentpeanendn <ketcenaegtin denen 
ASA 140, 134-inch pitch 

ASA 160, 2-inch pitch 


. 
B38 


geeaEngs 


1 United States manufacturer A is one of the largest manufacturers in the United States (name on 


request). These are minimum prices quoted by company A to large users of chain for equipment on ma- 
ehinery of buyer’s manufacture. 

2 Japanese manufacturer (name on request). All oo are f. o. b. any place in United States, except in 
case of bicycle chain the figure for which is computed from customs declarations. 

3 German: Quoted in a letter from German firm (name on request) for an order of $5,000 or more c. i. f., 
ree Sos port, duty not paid. Except bicycle chain, which is from a different manufacturer and is 

. 8. 8s. German port. 

4 Bicycle chain price is that quoted manufacturers of bicycles by a leading manufacturer of bicycle chain 

in the United States. 


We have positive evidence that the published prices of Japanese chain do not 
represent their minimum selling prices, which for important quantities are priced 
below the figures above given, 

Example: In August 1954, United States buyer C (name on request) was 
quoted by Japanese representative $1.61 per foot for ASA No. 100 chain, which 
is 10 percent below the price given above. 

The foregoing is ample proof that under present tariff rates Japanese manu- 
facturers are able to undersell domestic manufacturers on all sizes of chain by 
a substantial margin. Obviously no further tariff reduction is required to make 
them highly competitive. On the contrary, an increase in tariff protection is 
required to prevent further serious damage to this industry. 

10. Quality: The quality of power transmission chain offered by Japan in this 
market has undergone vast improvement since prewar days and the trade gen- 
erally accepts this quality as quite adequate. 

11. Export of power-transmission chain by United States manufacturers is 
confined very largely to larger sizes. Our manufacturers once had a substantial 
export business but it has largely disappeared, having been taken over by foreign 
manufacturers on price alone. 

12. Power-transmission chain is an absolute essential to military defense. 
Chains are used on a wide variety of direct military equipment and on even 
a greater variety of defense-supporting industries such as petroleum production, 
agricultural machinery, earth-moving equipment, mining, and transportation. 
They are also essential in such manufacturing industries as steel manufacturing, 
food processing, machine-tool manufacture, textile industry, and, in fact, in 
practically all industries. Under the War Production Board chain were classified 
as critical common components and during World War II and the Korean emer- 
gency, the industry was called upon to operate at its full capacity. 

13. Summary: We certainly do not ask that foreign chain be excluded from 
our markets. We do not object to competition, but we know that under present 
tariff rates foreign power-transmission chain manufacturers already have an 
unfair competitive advantage and rather than further reducing these rates, 
simple justice and the obvious need of protecting the United States industry 
would require that they be increased. 

Guy A. WAINWRIGHT, 
President, Diamond Chain Co., Inc., of Indianapolis, Ind. 
STATE oF INDIANA, 
County of Marion, ss: 

Before me a notary public in and for the said county and State, personally 
appeared Guy A. Wainwright who, on his oath, stated that he had read and 
signed the foregoing brief and that the matters and facts stated therein are true 
to the best of his knowledge and belief. 

Witness «my hand and notarial seal this — day of December 1954. 

, Notary Public. 
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STATEMENT OF WILLARD F. ROCKWELL, CHAIRMAN, ROCKWELL MANUFACTURING 
Co., PrrrspurGH, Pa., AND RocKWELL Sprine & Axte Co., Coraoporis, Pa. 


My name is Willard F. Rockwell, and I am chairman of the board of Rock- 
well Manufacturing Co., and the Rockwell Spring & Axle Co., which employ 
approximately 20,000 people, and whose shares are held by more than 35,000 
stockholders. Our 40 principal plants have been located in 16 States: 


California Michigan Ohio 
Georgia Mississippi Oklahoma 
Illinois Missouri Texas 
Indiana North Carolina Wisconsin 
Kansas New Jersey 

Kentucky New York 


Although our factories in peacetime produce articles strictly for civilian 
use, in the years when our country is engaged in preparations for defense or in 
war, our Government requires us to convert many of our facilities to produce 
munitions or implements of war. And Government restrictions on use of 
strategic materials and manpower compel us to abandon most of our peacetime 
production. 

During such years, since 1940, we have manufactured, machined, and fabricated 
over $1 billion worth of such military items as airplane instruments and parts, 
armorplate, fuses, shot ranging from 20 millimeters to armor piercing, the greater 
part of all the axles and transmissions in specially designed trucks such as the 
214-ton general-purpose truck (which was described by the Chief, OSS, as 1 of the 
6 secret weapons that won the war), transmission for tanks, valves for chemical 
warfare, synthetic rubber, and atomic-bomb plants, fuel meters for all the armed 
services, etc. Passage of H. R. 1 in its present form will damage the interests 
of more than 50,000 workers and investors in our enterprises, reduce our peace- 
time employment and income, and lower our capacity for future defense produc- 
tion. 

We ask due consideration of the following estimates, facts, and figures: 

1. A survey of advertising in the New York Sunday papers will show that 
hundreds of foreign items are offered currently at prices which cannot be met 
by American producers because of high labor costs, combined with high Federal 
and local taxes. Since 1930, American tariffs have been reduced by an average of 
75 percent on more than 75 percent of the items on the 1930 tariff schedule. More 
than half of our country’s imports come in free of duty, and the average duty on 
the remainder is less than 13 percent. (See exhibit No. 2.) 

2. Not a single American tariff reduction made since 1930 has resulted in an 
important trade concession to United States exporters. On the other hand, many 
of our established prewar foreign markets have been completely barred by foreign 
nations which, in the postwar period, have imposed quota systems, embargoes, 
import licenses, and currency restrictions. (See exhibit No. 5.) 

3. American workers must not only compete now with low-wage workers of 
other countries, but will soon face even keener competition from efficient foreign 
plants which were built with gifts of American money extracted by taxes on 
American workers and thrifty investors. There are over 200 million people in 
Western Europe and the United Kingdom who could form a United States of 
Europe, abandon their own economic isolationism, practice free trade among 
themselves, and copy the free competitive enterprise system which accounts for 
our country’s success in attaining world leadership. 

4. Just as soon as foreign producers fill the vacuum in their home countries 
created by their war losses, and supply the nearest neighboring countries, they 
proceed to take over American export trade in other parts of the world which 
they were forced to abandon after the outbreak of war in 1939. Furthermore, 
American petroleum producers operating and selling in foreign lands are forced 
to accept payments in foreign inconvertible currencies, and, consequently, are 
forced to switch their purchases from preferred American manufactured goods, 
regardless of price, to the goods produced in foreign countries whose inconvertible 
currencies they hold. 

5. The United States, through its free competitive enterprise system and the 
resultant high wages to workers, has built up an American mass-buying market 
which has permitted the introduction of low-cost, mass-production methods. 

6. The invasion of low-wage foreign goods will give access to foreign producers 
to our mass-buying market and enable them to buy or copy our type of mass- 
production facilities, which, combined with their low wages, inevitably will 
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close American factories and reduce our standard of living. Furthermore, after 
our manufacturers are put out of business, foreign producers will use the cartel 
systems which are legal in their countries, to gradually raise their price and 
profits, but not high enough to enable American mass producers to rehabilitate 
American plants, which become obsolete through the threatened period of 
stagnation, before we recognize our mistakes. 

7. George Washington admonished Americans to use the protective tariff to 
encourage production of all material and goods required for national defense. 
As an important producer of machine tools, our company (and many others) 
extend licenses to plants in England, Germany, France, and Italy, and we have 
been able to compare their actual costs with ours. Because many large machine 
tools required for national defense have never been produced in quantities which 
permit profitable use of all mass-production facilities, we find that our most 
essential machine tools can be built in England at a cost at least 35 percent 
lower than in the United States. English machinists, tool and die makers, and 
machine operators can produce as much in their 44-hour week as any Amer- 
ican workers in the same classification who work only 40 hours a week, but who 
are paid approximately 4 times as much in weekly wages. (See exhibit No. 3.) 

8. We know that, since the war, many workers in our own plants have lost 
employment because of the lowered tariffs on American imports of low-wage 
competitive foreign products, and we know many more American workers in 
plants which supply our plants are now unemployed because some of our prewar 
exports have been cut off entirely by refusal of the British Government to give 
our former British customers the dollars they must have to buy our goods, and 
by the refusal of the British Board of Trade to give import licenses if a similar 
machine is made in Britain, regardless of the higher cost or lower efficiency of 
the British competitive product. Even the dollars freely given by our Govern- 
ment to the British Government cannot be spent on our products, which are 
burdened by taxes to supply the dollar gifts. 

9. The estimate of former workers in our plants now unemployed, because 
of the facts given in the above paragraph, warrant the conclusion that at least 
600,000 of the several million now unemployed in the United States lost their 
jobs for the same reasons. Whenever 600,000 American workers join the ranks 
of the unemployed, the market for goods and services of at least 400,000 addi- 
tional American workers disappears; and so the number of unemployed will 
eontinue to snowball. All unemployment compensation given to these victims 
of the present foreign invasion must be obtained by imposing still higher taxes 
on the declining number of other American employers and workmen, which 
will inevitably increase their costs of production and make them more vulnerable 
to low-wage imports. 

10. The proposal to subsidize American industries and the workers who suffer 
as a result of the low-wage foreign goods invasion of our home market only 
means higher taxes, and, therefore, higher costs, on employers and workers now 
able to compete. This will gradually, but inevitably, further reduce the number 
of American manufacturers who are able to meet foreign low-wage competition. 

11. The claim that the United States will benefit in worldwide trade as a 
result of the good will engendered by opening our domestic markets to a heavier 
foreign invasion cannot offset the counterclaim that our Government’s policy 
of dumping American farm products on the world markets has antagonized all 
foreign countries whose prices for exports of farm products are hurt by this 
unfair competition. The subsidies paid American farmers for raising and 
storing surplus crops, and the taxes to cover the usual additional losses when 
these products are dumped abroad, increase the tax load again and again on 
all tax-burdened American industrial employers and workers. The promises of 
a lower cost of living to American consumers through the lowering of import 
tariffs on manufactured goods are ridiculous because of the certainty that the 
cost of domestic food for American consumers has been raised by Government 
policy of high farm-price supports, which require more taxes to pay storage, 
handling, and interest costs on $7 billion worth of perishable crops now withheld 
from American consumers by our own Government. 

12. In 1953, Belgium removed its tariffs on imports from Holland, where both 
wages and the cost of living are 25 percent lower. Just 6 months later, Belgian 
workers’ and employers’ protests against the ensuing unemployment brought 
about by the Dutch imporis forced the Belgian Government to pass laws 
which prohibited any imports from Holland that reduced employment of Belgian 
workers. The cartels, which are legal in both Belgium and Holland, also took 
prompt action. 
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13. To recall the demonstrated benefits of American protective tariffs, Ameri- 
eans should be reminded that English and Welsh producers of tinplate had a 
monopoly on tinplate sales in the United States up to 1892. About that time, 
a protective tariff bill was passed, which enabled American steel companies to 
produce and sell tinplate at a profit. 

In 1946, our plant which requires tinplate for the manufacture of domestic 
meters was notified that we could not buy any tinplate, because our generous 
Government had allocated all American tinplate production to foreign coun- 
tries, chiefly in the United Kingdom and British colonies, so they could con- 
serve and preserve their domestic food production. Our company was bluntly 
told it could buy tinplate if it could find a source outside of the United States. 
We then purchased tinplate from the United Kingdom at the exorbitant price of 
$0.17 per pound. In 1946 the United States Government was taxing our workers, 
to raise funds to pay $0.07 per pound to American producers, so the purchases 
could be given away to foreign countries. 

It is a logical conclusion that if the 19th century protective tariff had not 
encouraged the establishment of our American tinplate industry, American manu- 
facturers and consumers of the 20th century would be buying imported tinplate 
and paying at least twice the 7 cents per pound paid to domestic producers. And, 
remember that tin cans are indispensable to provide food for the armed services, 
fighting thousands of miles from the United States. Foreign critics sarcastically 
say that half of our population lives out of tin cans. 

In recent years, American workers were taxed to provide the money to build 
the finest, most modern, and most efficient tinplate plant in the world in Great 
Britain and, if tariffs are lowered, that plant in Wales will find a market in 
the United States at prices which cannot be met by American producers. 

14. The Rockwell Manufacturing Co., because it includes several scattered 
small specialized product plants, has been described by financial writers and 
analysts as the biggest small business in the world, so we are qualified to speak 
for small-business employers and workers. 

The methods by which automation can reduce labor costs have been fully 
described by previous witnesses, but particular emphasis should be placed on 
the fact that automation is not available to small manufacturers because of 
the tremendous capital investment required, and it cannot possibly prove eco- 
nomical unless the cost-cutting results permit prices which either create or induce 
mass-buying sales volume. 

One of our plants produced an item 20 years ago in which the direct labor cost 
was 20 percent, but by progressively applying mass production methods, direct 
labor costs are now below 3 percent. If, through some miracle of automation, 
all direct labor could be eliminated, the price to consumers could only be reduced 
3 percent. The present total direct-labor cost is far lower than the direct-labor 
cost of our foreign competitors in Western Europe and the United Kingdom. 
But material costs for purchased forgings, iron and steel and nonferrous castings 
comprise the largest cost item, and the lowest cost American sources of supply 
for these material requirements quote prices over 50-percent higher than paid 
by our affiliated company in England. For example, iron castings, which meet 
our minimum specifications, sold to us by the most efficient foundries in the 
United States at 12 cents per pound are purchased from English foundries at 
6 cents per pound. American steel foundries charge a minimum price of 21 
cents per pound for our required specifications, which is 50-percent higher than 
prices quoted by English steel foundries for small quantities. These examples 
should convince anyone that Europe’s low wage scales eventually will kill off 
small manufacturers in this country if import tariffs are not raised. 

To illustrate the higher cost of absolutely essential services, which must be 
paid for by small manufacturers, we call attention to the fact that some English 
railway union groups are currently fighting for a minimum wage of $18 a week, 
while an American union railway group is fighting for a minimum wage of $18 
per day. That means the American worker receives 400 percent higher wages 
than the corresponding English worker, both of whom must be paid out of the 
railway freight bill of small and big business. 

15. Today, when nearly 4 million Americans can find no jobs, Britain brags 
there are more job openings than job seekers—Britain boasts of a balanced 
budget, and a business boom. The United States Government claims it cannot 
balance the Federal budget, though predicting the second-best production year 
in our history. If Britain’s current success is based on protective tariffs twice 
as high as ours, plus the two insurmountable barriers of currency controls and 
import licenses, who can justify lowering of our tariff barriers? The British 
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Chancellor’s contempt for our vacillating Government policies is exposed in 
exhibit No. 5. 

16. One hundred dollars paid by any American citizen in our Atlantic coast 
cities for a product made in the United Kingdom or Western Burope and ad- 
mitted duty free to our market does not return $1 to our Federal Government, 
or to any investor in American agriculture, commerce, or industry—it does not 
provide even 1 day’s employment for an American worker. On the other hand, 
$100 paid for goods produced entirely in the United States filters back to many 
American workers and investors, after at least $26 is turned over by employer 
and employees to compensate for taxes deducted from wages and profits of every 
American who furnishes a service, a particle of ore, a farm product, or any one of 
the thousands of ingredients purchased by the assembler and manufacturer as 
an essential part of the finished product for which the customer pays $100. The 
percentage distribution of all purchase payments remains approximately the same 
whether an American citizen, or the United States Government, spends $1 or $100 
million. 

17. In view of the failure of our Government’s foreign representatives to obtain 
any important concessions in return for our lowering of tariffs and removal of 
other barriers to the foreign invasion of low-wage goods, the use of the word 
“reciprocal” in the title of the proposed bill appears to be deceptive, if not 
fraudulent. 

18. To avoid a charge of prejudice, the attached exhibits include photostatic 
copies of European and British Government statistics on wages, etc., clipped 
from European papers. While we cannot prove conclusively to you now that 
our predictions on the disastrous results to American industry and our country’s 
defense potential will follow passage of H. R. 1 in its present form, time will 
tell, and we hope that the ensuing developments will be watched so closely that 
our country will not suffer irretrievable losses before corrective legislation can be 
passed. 


Exursit No. 1 
[New York Times, January 23, 1955] 
GERMAN WAGES STUDIED—AVERAGE IN FRANKFuRT Is $22 ror WEEK Or 50 Hours 
(Special to the New York Times) 


Bonn, GERMANY, January 22.—Workers in the factories of Frankfurt put 
in an average of 50 hours a week for pay, including overtime of $22, according 
to a study just completed. 

The study throws considerable light on Germany’s strong competitive position 
in the world markets. Wages were studied in the metal, chemical, shoe, clothing, 
and construction industries. 

The average workweek in the metal industries was found to be 51% hours. 
The legal basic workweek in Germany is 48 hours. 

There is a marked difference between the wages paid men and women the 
report showed. Among the skilled workers in the chemical industry, which has 
a high wage scale, men average 56 cents an hour and women 31. Women work: 
ers in the clothing industry earn $11 for a 44-hour week and men $19. 


Exursit No. 2 
[Pittsburgh Press, December 28, 1954] 
ImporTs—ForeIGN Goops In STORES 
(By John W. Love, Scripps-Howard Staff Writer) 


It may be only an impression, and figures would be hard to come by, but 
Christmas merchandise in the stores this year seemed to include more imported 
goods than the merchants have offered for a long time. 

In a store in Dallas a few weeks ago practically everything that caught my 
eye in gift sections was imported. 

Many a well-remembered article from happier days now is back in the stores 
in larger quantity than any time in 25 years, no less. The goods were coming 
in before the war, but in no such quantities during the long depression. To name 
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a few of my favorites: British chocolates and biscuits, Danish cheese, and Dutch 
cookies. 

The amount of foreign merchandise this season is evidence of recovery in a 
number of the exporting countries of Europe. 


TARIFF FIGHT 


Not everybody in America is happy about these imports. It is not so much 
the Christmas business, but imports in general that disturb a number of indus- 
tries in this country. They are shaping up their presentations to the Tariff 
Commission and Congress. 

This is partly seasonal—the movement usually starts before the session of 
Congress opens. 

One of the stronger efforts is being made against goods from Japan, and one 
of the toughest dilemmas is thereby shaping for the Congress and administration. 
The Tariff Commission is being told that duties can’t be lowered without injuring 
this country’s producers of glassware, photographic equipment and lamp bulbs, 
growing lines of Japanese exports. 

The puzzle for the American Government is how to keep the Japanese, first, 
from trading with China, and then from lining up in association with the Chinese. 

The Japanese have restored their industries, their population is increasing, 
but their trade is diminished with the East Indies. It threatens to slip into 
depression. 

COTTON POLICY 


American cotton manufacturers are lining up against more tariff cuts on their 
favorite goods, including notably the products of Japan. The United States is 
Japan’s second customer for cotton textiles. 

The return of Democrats to majorities in the House and Senate improves 
the chances of the Reciprocal Trade Agreements Act being extended again, this 
time for 3 years. When the renewal came up last spring the Republicans held 
its term down to 1 year. 

The fight will be a close one, however, for in the cotton-textile industry, the 
interests of the South are now larger than those of the North. 

The dilemma of policy toward Japan is only a part of the grander one: how 
to keep other industrial countries on our side to keep down our outlays for 
foreign assistance, and to keep our manufacturers happy at the same time. 


Exurstit No. 3 
[Daily Express, September 30, 1954], 
BritisH MINistry or LABoR WAGE Reports, 1954 


Mr. Average is now earning £9 17s. a week—and with the news comes a shock. 


TrEen-AGeRS CoRNER THE Pay RISES 


Teen-agers, it is revealed today, are getting a bigger share of pay rises than 
their fathers and mothers. 

Girls are taking home wages which are 314 times greater than the amount 
their mothers earned when they were spinsters. 

Youths, too, are earning more than treble the prewar figure. 

Figures issued today by the Ministry of Labor show that the under-twenties 
outstrip fathers, whose pay has just about trebled since 1938. 

A youth’s average is now £4 2s. a week, taking overtime into account. Girls are 
getting £3 5s. 10d. By the time they are 18 they are earning £5 5s. 

The average figure used by the Ministry includes skilled and unskilled workers. 
For men the average is £9 17s. 8d. 


YOUTH NEEDED 


The scramble among booming industries for young agile hands is one of the 
reasons why the teen-agers’ wages graph has climbed at a steeper angle. 

A Ministry spokesman said bigger pay packets had been achieved through the 
development of training schemes, 

A breakdown of trades shows that the best paid workers are in metal and 
engineering, chemicals, and printing. 
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Workers whose wages are below the £9 10s. a week average are in textiles, 
clothing, and food industries. The lowest paid at £7 11s. 9d. are in national an@ 
local government service. 

Comment 


British Ministry of Labor reports average wage of skilled and unskilled workers 
is less than $27.75 per week. 

Average pay of workers in largest United States steel mill machinery producer 
and one of largest automotive parts makers exceeds $100 per week plus fringe 
payments exceeding $10 per week. 

British workers receive 3314 percent overtime when they exceed 44 hours per 
week. American workers receive a minimum of 50 percent overtime when they 
exceed 40 hours per week. 

Can American manufacturers pay 300 percent higher wages, and compete with 
the British manufacturers who complain they cannot compete with German man- 
ufacturers because the German manufacturer pays 30 percent less than his British 
competitor? 


Exuisir No. 4 
{Daily Telegraph and Morning Post, of London, England, Sept. 30, 1954] 
INGLAND DeMANDS PROTECTIVE TaRiIFF AGAINST Low-WAGE COUNTRIES 
ENGINEERS’ Move To MEET GERMAN COMPETITION 


Shareholders in engineering companies have recently had several reminders 
from their chairmen of the need to keep a watchful eye on German competition. 
A clear warning in the same sense now comes from Mr. Edward Barford, chair- 
man of Aveling-Barford, Britain’s leading makers of road rollers. 

In announcing the acquisition of a controlling interest in Goodwin-Barsby 
& Co., the Leicester manufacturers of asphalt, quarry, and gravel plant, Mr. Bar- 
ford makes it plain that this is a move toward larger units to meet German 
competition, which has become “vastly intensified’ in recent months. 

With the immense advantage of wage rates, about 30 percent below those in 
Britain, German road-roltler manufacturers are seriously undercutting their 
British competitors, and are getting about 75 percent of the European export 
erders. Prices quoted by the German makers have latterly been on an average 
about 17 percent below British. 

During the past year American manufacturers of earth-moving equipment— 
already much larger concerns than their British competitors—have been regroup- 
ing or have been absorbed by some of the largest companies in the United States. 
Mr. Barford is clearly of the opinion that similar moves must be made in this 
country to meet the German threat. 


Comment 


Largest British manufacturer of road rollers states that German competitors 
pay 30 percent lower wages, and after quoting 17 percent below British prices, 
have taken over 75 percent of the European export orders. 


{London Daily Express, September 30, 1954]' 
A DANGER SPREADS 


A bombshell drops through the letterbox of a firm of British textile exporters— 
in the form of a polite note from one of its Middle East customers. 

Courteously the note points out that the customer has decided not to order 
British worsted cloth. The reason, it explains, is that the Japanese are now sell- 
ing worsted cloth at a third under the British price. 

Take note, Yorkshire. Now the wool industry is threatened by Japan just as 
the cotton industry of Lancashire is imperiled. 

And the danger will grow. It is sure to grow until the Government gains the 
courage to claim tariff freedom. And with it the right to protect Britain’s vital 
industries through the extension of imperial preference. 
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Comment 


Britain demands protection for vital industries because competitors in low- 
wage countries pay 30 to 50 percent less than British employers. 

Britain demands tariff reductions in the United States, although British em- 
ployers pay as much as 50 to 75 percent lower wages than the competitive United 
States employers. 


Exuisit No. 5 
[European edition, New York Herald Tribune, Oct. 9, 1954] 
At Tory CONFERENCE—ButTLer Cires WARNING GIVEN UNITED STATES ON TRADE 
(By Joseph Newman) 


Lonpon, October 8.—Chancelor of the Exchequer Richard A. Butler revealed 
today that during his recent visit to Washington he told the American Govern- 
ment “in words of one syllable” that the United States must improve its trade 
practices before Britain will make another move in lifting restrictions. 

Mr. Butler, holding the spotlight on the second day of the Conservative Party’s 
annual conference in Blackpool, propounded in effect a doctrine of “we'll do 
what you want, if you first do what we want.” 

The United States wants Britain to lower trade barriers and permit free 
cenvertibility of sterling. Britain already has taken several tentative steps in 
this direction, but Mr. Butler made it clear that before it takes another, it 
wants the United States to lower its tariffs and ease controls so as to admit a 
greater volume of British goods to the American market. 

Mr. Butler had previously insisted on favorable American action as a precondi- 
tion for more liberal trade practices by Britain. But today he put his point 
more sharply than before. 

Discussing the problem of lifting trade barriers, he told the conference: “We 
shall not move until the conditions which I described in America are fulfilled— 
namely, that other people do something for us if they expect us to do something 
for them. 

“That is what I explained in words of one syllable to the United States admin- 
istration—that we expect some improvement in their trade practices before there 
is any question of our lowering our barriers any further or indulging in any 
further nondiscrimination.” 

He advised his audience “not to underrate public statements or the good 
intentions of the President of the United States.” 

If the opening day of the conference yesterday was Foreign Secretary Anthony 
Eden’s day, as was generally conceded, then today was certainly Mr. Butler’s. 
Reporters and politicians discerned in their performances a note of competition 
in playing to the gallery. 

The gallery on this occasion was much more than the 4,100 delegates who 
filled the large Empress Ballroom of the Winter Gardens—a monument of Vic- 
torian bad taste, yet in keeping with the architecture of the seaside promenade 
of this northwest England resort. The gallery extended to the millions through- 
out the country who sat around their TV sets to watch the proceedings. It was 
the first time a political party conference in Britain had ever been televised. 


Comment 


British Chancellor of the Exchequer R. A. Butler, who originated the phrase, 
“trade, not aid,” explains sarcastically to the Tories that he told the American 
Government “in words of one syllable” “that we expect some improvements in 
their trade practices before there is any question of our lowering our barriers 
any further or indulging in any further nondiscrimination.” 

The Chancellor’s low opinion of American intelligence may be upheld, if he is 
not promptly informed that American tariffs have been reduced 75 percent since 
1930; that more than half of American imports are free of duty; and balance 
carry duty averaging less than 13 percent. 

Our American machines shipped to England prewar in spite of high tariff are 
now completely barred, first, by refusing to permit dollar payments; second, 
by British Board of Trade which refuses import license if any similar machine 
is made in Britain, regardless of price or efficiency of operation. 
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American workers and manufacturers have been taxed billions of dollars 
for postwar British aid, which further increases American manufacturing costs 
and has lowered the burden on British manufacturers, 

Are the American Government and the American taxpayer properly and fairly 
charged with discrimination? 

The above facts show that the British have discriminated against American 
manufacturers, and the Chancellor’s remarks only add insult to injury. 


HARLEY-DAvViIpsoN Moror Co., 
Milwaukee, Wis., January 14, 1955. 
Hon. JERE COOPER, 
Congressman from Tennessee, 
Chairman, Ways and Means Committee, 
House Office Building, Washington, D. C. 

Dear Str: It is our understanding that you have introduced tariff bill H. R. 1 
which calls for— 

1. A 3-year extension of the Trade Agreements Act. 

2. Five-percent cuts in the tariff a year for a total of 15 percent. 

8. Authority to reduce all rates now above 50 percent to 50 percent. 

4. Cut in half the 1945 rate on any item not now imported or imported in 
negligible quantity. 

This is substantially the same bill that was introduced in the last session by 
Congressman Kean, of New Jersey, and algo conforms with the request contained 
in the President’s message to Congress on January 10. 

The Kean bill, as you know, failed of passage because apparently there were 
enough Democratic and Republican Congressmen who hesitated to still further 
reduce our already low tariff rates and who felt that the matter should be laid 
over for another year to make possible further study. As a result the 1951 
extension of the Trade Agreements Act was extended for another year until 
June 12, 1955. The failure of the Kean bill to gain passage was in no way due 
to voting along strictly party lines. At the time the Republicans had a slight 
margin in the House and if the vote had been along party lines the Republicans 
would have voted to back the President who supported the Kean bill. Quite a 
few Democrats also hesitated to further reduce tariffs and the combination of 
Democrats and Republicans was strong enough to postpone action to this session 
of Congress. 

Now because the Democrats control Congress, some people seem to think that 
the Democrats are going to vote straight down the line to reduce tariffs and give 
the executive branch of our Government all the power it wants to help all the 
countries of the world build up their competitive industries at the expense of 
important segments of our economy. These same people also seem to think 
all Republicans will blindly follow the President’s lead and vote as is expected 
of them. It seems rather farfetched to believe that many of the same Con- 
gressmen who were there last year and who gave very careful consideration 
to what lower tariffs would do to American industries and to our economy as 
a whole would now vote to extend the Trade Agreements Act with serious changes 
without considering just as carefully as they did last year what the injurious 
results would be to efficient American industry and honest American labor. We 
have enough faith in our Congress, irrespective of by whom controlled, to feel 
confident that all sides of this important question will be given complete con- 
sideration. Whether a Congressman is a Democrat or a Republican, the fact 
remains that the best interests of our country are going to determine his vote. 

Some people talk about high protectionists on the one hand and freetraders 
on the other. They do not seem to consider that there is any middle ground. If 

you are in favor of reducing tariffs, you are supposed to be a freetrader and 
if you feel that efficient American industries and labor are entitled to consider- 
tion, you are branded as a high protectionsit, unpatriotic, selfish interest, isola- 
tionist, inefficient, marginal, and easily expendable, Actually after having been 
active in this tariff question for many ayears, we believe that there are very few 
high protectionists and, with the exception of some theorists, very few out-and-out 
freetraders in this country. True Americans are first of all deeply concerned 
with the welfare of our country and differences of opinion as to what should be 
done are entirely sincere. That is why we are convinced that all Congressmen, 


whether they are Democrats or Republicans, will sincerely weigh all angles of 
this important problem, 
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We are manufacturers exclusively of motorcycles and have been in this business 
since 1908—51 years. During this time there have been scores of motorcycle 
manufacturers in this country all of whom have passed out of the picture. Either 
they had financial troubles, or they made motorcycles that did not meet with 
public approval, or they were inefficient and just simply faded away for other 
reasons. The fact that we are the only suriving producer of conventional motor- 
cycles, and that we have always operated at a profit is in itself convincing 
evidence of our efficiency. If we had had poor management, shoddy engineering 
and manufacturing standards, and unwanted types of motorcycles, and if we 
hadn’t built up a good worldwide dealer organization, or if we hadn’t spent large 
sums in advertising to create a steady demand for our product, we would long 
ago have passed into oblivion with our competitors. We, therefore, feel justi- 
fied in saying that we are efficient manufacturers, that we have highly skilled 
workmen, a capable management, and that under the American system of free 
enterprise we are entitled to a chance to maintain our existence. We are also 
entitled to a reasonable opportunity to earn a profit, and our men are entitled 
to earn American wages in the industry of their choice. The idea of paying off 
a manufacturer to go out of business and shifting men to mass-production centers 
is hardly in harmony with the American standards of fair play. 

As proof of the fact that we are international trade minded, it might be well 
to mention that we have been keenly interested in export sales for over 40 years. 
At one time our export sales amounted to approximately 40 percent of our total 
production, A big portion of these sales were to countries in the British Empire— 
Australia, New Zealand, India, South Africa, Malaya, and to England. Most of 
these countries are south of the Equator, they have summer when we have 
winter, we supplied them when our United States sales were at low ebb. This 
enabled us to maintain even production throughout the year and to keep our 
men employed without winter layoffs. Most of this business is now gone. Since 
World War II we have been completely barred from the British Empire, except- 
ing Canada. We are unable to sell to countries in the sterling bloc because our 
dealers cannot obtain import permits because England controls their dollars. 
Other markets are closed to us because countries like Argentina, Uruguay, etc., 
sell mainly to European countries and are obliged to use European currencies 
when buying. Our exports have shrunk to about 8 percent of our present 
reduced production. You can be sure that we are internationalist minded and 
if we would be allowed a chance to sell more for export it would help us tre- 
mendously. 

On the other hand, our European competitors have a large home market, they 
have the entire British Empire, all the sterling bloc countries, and many markets 
that they hold through exchange control. There is no thought of reciprocity, 
these countries keep their advantage and show no indication of sharing it with 
us. Apparently they feel that these markets are their God-given right. Their 
understanding of the meaning of “God-given” does not include the idea of shar- 
ing, or of reciprocity. This whittling down of our exports started long before 
World War II, long before the more recent claim of dollar shortages. We were 
competing too successfully in export markets so import permits and preferential 
tariffs were used to stop us and are still being used. 

sefore World War II there was practically no demand in this country for 
European types of motorcycles. Nobody wanted them and their prices, com- 
pared to more powerful American models, were out of line. Only occasionally 
a European motoreycle was sold here as a fad. Imports represented a mere 2 or 3 
percent of our domestic production. It might be well to mention that during 
the last war we made 90,000 military motorcycles plus. the equivalent of 30,000 
additional motorcycles in parts for the American and allied governments. 
There was no production for sale to civilians during the war. After the war 
there was a tremendous pent-up demand for motorcycles both in this country and 
in the export markets. We rationed our output among all our dealers, domestic 
and export, and could not begin to take care of the demand. Everybody had 
money that had been accumulated during the war, and when Harley-Davidson 
motoreycles were not available, European motorcycles were bought, even though 
smaller European models cost more than our larger, more powerful types. It 
was entirely a question of a greater temporary market than the American 
makers could then supply. 

By 1948 we had gotten our production into full swing. From the end of the 
war we spent over $4 million in expanding and modernizing our facilities, 
including $1,500,000 for the acquisition of an additional plant and new machinery 
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for it. That is why our 1948 production was the largest we ever had and it also 
explains why motorcycle imports in 1948 dropped heavily from previous years. 
We were able to fill the demand, Americans preferred American-type motor- 
cycles, our prices were right, we were making a reasonable profit, and were on 
the way to taking back our rightful share of the American market that we had 
created over a long period of years. 

Then what happened? On September 18, 1949, the English pound was de- 
valuated by 30.5 percent, and other European currencies quickly followed. 
Immediately European motorcycles undersold us in our home market by 25 
to 30 percent, and even more. Our European competitors did nothing to create 
a market here, they simply took over on price. Our trend of taking back the 
American market was quickly stymied, and imports went up and up until 
imports in almost every month since the beginning of 1950 have exceeded our 
domestic production. In many months imports have been several hundred per- 
cent of our domestic production. As a result, the American rider who, up to de- 
valuation in September 1949, bought a Harley-Davidson motorcycle because it 
was the type he wanted and the price was right, after devaluation switched to 
an imported motorcycle strictly on account of price. 

European motorcycle manufacturers admittedly make a handsome profit. 
Their motorcycles are brought into this country by jobbers who make a profit 
of 15 to 20 percent. The retailers, supplied by these jobbers, in turn get a dis- 
count of 25 percent on the list prices which is equivalent to 3314 percent markup 
on their cost. The retail price also includes 10 percent duty. Everyone along 
the line makes a profit, and despite the 10 percent duty, still undersell us by 25 
to 30 percent model for model. Our company, on the other hand, sells motor- 
cycles direct to the retailers, no middlemen; we are forced to sell these motor- 
cycles for less than they cost us to build and we hope to make enough profit on 
accessories and parts to more than break even on our overall operation. We are 
just barely able to do so, in fact in our last fiscal year, on sales of over $13 
million, we had so meager a profit that the slightest downward fluctuation in 
sales would have plunged us into the red. 

Unlike the automobile market where everyone is a potential customer, the 
motoreycle market in the country, as you probably realize, is strictly limited. 
The total market can absorb only a limited number. That is why low-priced 
foreign competition cuts into our sales. We have practically no foreign markets 
left ; imports of motorcycles are ever cutting deeper into our home sales and as 
a result the future of our company and the jobs of our men are definitely en- 
dangered. From a high of 2,400 production employees in 1948 we have been 
reduced for approximately 900 at the present time. Furthermore, our production 
schedule for the current year is lower than last year, due to import competition, 
and a further reduction in employment is inevitable. 

The claim has been made that an increase in duty or the imposition of a quota 
would result in higher prices. That claim has no foundation in fact. A higher 
rate of duty or a quota would somewhat reduce imports and thus give us a larger 
share of the limited market available. In addition, if we were to be allowed to 
ship only modest quantities of our motorcycles to countries from which we are 
now arbitrarily barred, we would be able to increase our production enough to 
need more men, to maintain our present prices, and make a reasonable profit 
because of the increased volume. Neither we nor other manufacturers who are 
hurt by indiscriminate imports have any intention to curtail imports in order 
to gouge the public. We ask only for the chance to start out even pricewise in 
our home market with our foreign competitors who pay wages one-third or less 
of the going American rates. Does that sound unreasonable or do you think that 
we ought to agree with the freer traders to further reduce the tariffs so that 
we will be definitely put out of our business? Instead of seeming to be the 
guardian angel of the foreign manufacturers, don't you believe that dur Govern- 
ment has a primary duty and a basic obligation to efficient American industry and 
American labor? If it is necessary to increase imports, we wholeheartedly agree 
that this should be done but our Government's import policy should be sufficiently 
flexible to permit increased imports of commodities that do not hurt efficient 
American industries and their labor, and should regulate those imports that 
do harm. We are not protectionists who want to bar all imports. As a matter 
of fact we do not want to bar any imports. We merely want rates of duty high 
enough to allow capable American manufacturers to start out even pricewise in 
the American markets that they created. Isn't that fair? Other countries do 
not give us as good a chance. They just simply shut us out by refusing to grant 
import permits or dollar exchange. Their idea of reciprocity is entirely one 





TRADE AGREEMENTS EXTENSION 


way. They get from us and give nothing or as little as possible in return. Still 
we are now supposed to turn the other cheek. 

Several supposedly very good remedies have been suggested for the relief of 
American industries which have been hurt by excessive imports of their com- 
modities. The first one is the existing escape clause. That has proven to be a 
tragic farce. Any American producer attempting to avail himself of the escape 
clause takes a better than 9-to-1 chance of throwing this expense and effort out 
of the window. He may have a perfect case of injury, he may convince the Tariff 
Commission (we have the greatest respect for the fairness of the Commission), 
and when his case comes to the executive branch, the chances are overwhelm- 
ingly that it will be thrown out because some foreign country may not like an 
adverse decision. The record seems to show that under all circumstances we 
must please the foreigners. Hurting American industry apparently is only a 
poor second consideration. As a source of relief, the escape clause as now 
administered is a dead horse. 

The prize suggestion is that the American manufacturer convert his plant to 
some commodities with which imports, so far at least, do not compete. We have 
never been able to figure out why the American manufacturer should back out 
of the home market which he created and turn it over to foreigners. If any 
converting is to be done, why don’t the foreigners convert to products not made 
here, and bring those products into our market? Instead, they want to take 
over markets here that Americans have built up for years at great expense, and 
the low wages they pay enable them to do so. What we cannot understand, is 
that our Government is doing such a perfect job on behalf of the foreigners and, 
at the same time, letting a big part of American industry down completely. At 
any rate, let’s come back to converting a plant. It is not as easy as changing 
a shirt. Theorists seem to think that a plant can stop making one commodity 
one night and open the next morning making something altogether different. 
Theoretically that may be possible but the manufacturer is liable to go broke 
in the process and his men will be completely out of jobs. Again theoretically, 
these men are supposed to shift to mass-production centers and get really good 
jobs that won’t be undermined by the policy of our Government of indiscrim- 
inately increasing imports. Realistically it doesn’t work that way. Mr. Sam 
Anderson, formerly Assistant Secretary of Commerce, told us that there were 
so many commodities to which we could convert that he couldn't begin to tell 
us what they are. That was sound advice in theory only. A manufacturer 
obliged to convert does not need a long list of commodities, he needs only one— 
the right one. We have paid a Cambridge, Mass., consulting firm, one of the 
Nation’s best, about $4,000 a month for almost 2 years to try to find a commodity 
to which we could partly convert our plants. After great research, they have 
so far come up with one commodity on which we may be able to get into pro- 
duction in 3 years. Manufacturers cannot gamble on conversion and go broke; 
they have to be sure of a reasonable market when they convert. The question 
again arises as to why our Government policy should force us to convert. We 
are a legitimate American manufacturer supplying a market that we created 
through more than 50 years of hard work. Why don’t the foreign motorcycle 
manufacturers convert to products not made here and then create their own 
market in this country? 

As typical of the one-track reasoning of some of the proponents of freer trade, 
we might mention the recent statement on national policy by the Research and 
Policy Committee of the Committee For Economic Development. Boiled down, 
they say that American industry should consist of two parts. The first would 
include all mass-production industries that are not hurt by imports due to their 
low-cost production methods. Low foreign wages do not bother them. The 
second part should consist of defense plants, apparently efficient or inefficient 
as the case may be. In their opinion, all other industries are expendable. Two 
members of the committee opposed this report, Mr. John D. Biggers, chairman 
of the board, Libbey-Owens-Ford Glass Co., Toledo, Ohio, and Mr. Ernest Kanz- 
ler, vice chairman of the board, Universal CIT Credit Corp., Detroit, Mich. 
They said: 

“T am opposed to the CED’s recommendations with respect to United States 
tariff policies. I consider them contrary to our national interest, and based on 
academic theories rather than on actual conditions in the world today’ (italic 
supplied by us). 

Then they enumerate eight points, saying that we are already a low-tariff 
country and we should test the effects of adjustment before going further; other 
nations pursue nationalistic policies in their own self-interest; our allies do not 
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need additional tariff aids because their industrial production already greatly 
exceeds the 1938 levels ; our allies are doing everything possiMe to take our export 
market from us; we cannot buy support for our policies by offering easy business 
on a platter; further tariff reductions might boomerang and ultimately cause 
our pendulum to swing way over to high-protective tariffs like the Smoot-Hawley 
rates and, last but not least, they say that: 

“The sound policy seems to be to test the effects and consequences of the 
tariff reductions made during the past 20 years before making further unwar- 
ranted, unnecessary, and dangerous experiments.” 

The eight points they mention in opposition to further reductions in our 
tariffs completely cover our position. We believe that the Trade Agreements 
Act should be allowed to lapse next June, that all present tariff rates, whether 
covered by reciprocal-trade agreements or not, should be made statutory by act 
of Congress and that the Tariff Commission as an instrument of Congress should 
then make a careful study of each tariff rate and should report to Congress, 
and not to the executive branch, what tariff rates should be maintained, which 
can safely be lowered, and which rates, as a protection to legitimate American 
industry and labor, should be raised. The Tariff Commission should also con- 
sider the advisability of setting quotas in those cases in which tariff changes do 
not bring about the required results. 

We wish to emphasize again that we are not opposed to imports or even to 
increased imports. We firmly believe, however, that it is the duty of our Govern- 
ment to keep the American economy sound and strong and that further tariff 
reductions and the fostering of indiscriminate imports will not achieve this 
result. 

There is another angle to this problem that has given us a great deal of food for 
thought. Our Constitution is a marvelous instrument of government. The states- 
men who wrote it were wise Americans of the highest order. They believed in 
balances and counterbalances in government. That safety factor is as vital now 
as it was 175 years ago and must be maintained. They set up three branches of 
the Government: The executive, the legislative, and the judiciary. Bach was 
endowed with certain prerogatives and definite obligations, all to work in com- 
plete harmony and each to act as a balance on the others. That precept is as 
sound now as it was then. Under this fine Constitution of ours, Congress was 
given the function and the authority to control our tariffs. Congress is respon- 
sible to the people and that is why the writers of the Constitution very wisely 
gave this function and this authority to Congress. When the Trade Agreements 
Act was passed in 1984, Congress delegated this function (but not its authority) 
to the executive branch where, under the Constitution, it does not belong. Quite 
naturally the executive branch (or putting it plainly the State Department) wants 
to keep this function as well as the undelegated authority. 

If the Trade Agreements Act is extended, the executive department will retain 
this function, but will still be acting without authority if it goes beyond the will 
and intention of Congress. Other powers of Congress under the Constitution are 
the passing of legislation, confirming Presidential appointments, confirming 
treaties, ete. If the Constitution can be bypassed by delegating tariff making 
powers to the executive branch, what is to keep some future Congress from 
delegating its lawmaking powers, or its powers of confirming Presidential ap- 
pointments or treaties and any other powers it may have to some President of 
tomorrow? That is by no means farfetched. The delegation of tariff making 
powers is a dangerous precedent. Don’t lightly pass over the possibility that 
some future President may so completely dominate as to bring this about. 

If Congress can delegate its constitutional powers to the executive branch, 
what is to keep the judiciary branch of our Government from doing the same 
thing? The delegation of all powers by Congress would enable the President to 
rule by edict and the delegation of all power by the judiciary would preclude any 
possibile ruling as to the constitutionality of edicts issued by the executive 
branch. In other words we would have a dictatorship, the very possibility of 
which the writers of the Constitution painstakingly planned to avoid by the 
system of balances and counterbalances. This may sound fantastic but we are 
certainly heading in that direction when the executive branch is given more and 
more power at the expense of the other branches of the Government contrary to 
the intent of the Constitution. That is why Congress must recapture its tariff- 
making authority. 

We sincerely hope your committee will see this problem in this light and that 
the Trade Agreements Act will be allowed to lapse. Let Congress, through the 
Tariff Commission, decide what is to be done about imports and tariffs. Let the 
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executive branch act strictly within the limits of its constitutional powers, and 
above all let us be realistic enough to know that we cannot buy friendship. We 
have given plenty and received just about nothing in return. Let our good friends 
abroad give some indication that they know reciprocity is a two-way street. 
We do unto others as we would that they should do unto us but unfortunately they 
don’t seem to respond in kind. 
Sincerely yours, 
Wm. H. Davinson, President. 


‘To: Committee on Ways and Means, House of Representatives. 
From: Stanley M. Tracy, executive vice president, Driver-Harris Co., Harrison, 
N.J 


Subject: H. R. 1. 


Driver-Harris Co. opposes the passage of H. R. 1, a bill aimed at arbitrary 
tariff reduction, for the reasons given herein. 

1. Nature of industry—This company is part of an industry engaged in the 
manufacture of nickel and nickel alloys in the form of wire, rod, strip, and 
castings, and are distributed as basic materials for the manufacture of fine 
resistors as used by the Army, Navy, and Air Forces, electric appliances, both 
domestic and industrial, electronic devices, automobile supplies, such as spark- 
plugs, and other important products too numerous to mention. 

2. Existing tariff—oOurs is a very specialized alloy business wherein our alloys 
are sold by the pound and not on a tonnage basis as is the case with steel. It 
follows, therefore, that in such a specialized field the skill required to produce 
these critical alloys must be very high with attendant high costs and labor 
rates. At the present time, the tariff on our products is 12% percent in one 
category and 12% percent plus a further 5 percent in another category. 

The tariff on our products has already been reduced the full allowable 50 
percent. 

3. Foreign competition.—With our high labor costs it is impossible to meet the 
prices of foreign competitors without the aid of the existing tariffs on these 
products. 

4. Tariff reduction and national defense—The resulting reduction in manu- 
facturing facilities in this country would undoubtedly have a serious effect upon 
national defense. It is vital in times of war that extensive facilities for the 
manufacture of electrical resistance and heat-resistant products be immediately 
available to the Armed Forces. At the start of World War II, as in the begin- 
ning of World War I, this company was one of the first in northern New Jersey 
whose output was commandeered by the Government; and production for civilian 
supply was immediately stopped. 

We respectfully request that this committee make such recommendation with 
respect to H. R. 1 as may be necessary to prevent the further reduction in the 
tariffs imposed upon the importation of materials and products comprising 
electrical resistance alloys. 

STANLEY M. Tracy. 

JANUARY 31, 1955. 


THE ONTO Bronze Powner Co., 
Cleveland, Ohio, February 3, 1955. 
Hon. JERE COOPER, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 


Str: We strenuously oppose the adoption of H. R. 1 and in addition the further 
extension of the so-called reciprocal-trade agreement, which in 20 years has 
accomplished nothing more than to expose established American business to the 
unfair competition of the world’s cheap labor. 

Present tariffs are already 75 percent below those existing in 1934, when the 
trade-agreement program was launched. We would like to pose the question— 
how can the tariff possibly be reduced further without seriously increasing 
present unemployment? 

Prior to 1934, American laceworkers were paid four times the wages of French 
laceworkers. Devaluation of the French franc had the effect of lowering wages 
in France so that today American workers earn eight times the wages paid 
French labor. The result—unjust competition, And this is just one example. 
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Industry after industry in this country is being strangled by reason of unfair 
competition from abroad. 

In 1954, prominent domestic automobile manufacturers announced their plans 
to market in the United States ears which will be manufactured in their foreign 
plants. This is possible in view of the fact that tariffs on automobile imports 
have remained static for 20 years. Moreover, tariff reductions on other com- 
modities have averaged 50 percent. 

Who is trying to destroy long-established American industry? Could it be 
the giants of mass production who have established foreign plants and are taking 
advantage of sweatshop labor abroad? 

The British have leveled criticism at our tariffs, although theirs are five times 
ours and involve rigidly controlled quotas. 

Our markets are giving way more and more to foreign competitors. Our tariff 
negotiations have been erroneously named for years—actually they represent no 
reciprocity at all. 

We believe that on the tariff question it is the solemn duty of our congres- 
sional representatives to insure our people continuous employment by protecting 
American industry. 

We therefore strongly protest against the adoption of H. R. 1 and implore 
Congress to seriously consider this country’s own precarious economic stability 
and advocate a tariff program designed primarily to better protect American 
citizens. 

Very truly yours, 
Euise Kocn, President, 


STATEMENT OF ARTHUR E. HASTEDT, VICE PRESIDENT OF THE CUNDY-BETTONEY CoO., 
Inc., oF Boston, MASS., FOR THE HoUsSE COMMITTEE ON WAYS AND MEANS ON 
H. R. 1, TRADE AGREEMENTS EXTENSION BIL or 1955 


The company which I represent started business 100 years ago with a catalog 
of music. About 50 years ago it started the manufacture of woodwind musical 
instruments—primarily clarinets, flutes, and piccolos. Inasmuch as there are 
from 10 to 20 more clarinets than piccolos or flutes used in an orchestra, the 
primary production of the company is clarinets. 

Prior to World War II we employed from 250 to 350 people, depending on the 
year and the season. At the present time our employment is about 75. Our 
total manufacture of instruments has dropped from 20,000 to 25,000 prior to 
World War IT to 5,000 to 6,000 after World War IT. 

During the 1930’s the foreign manufacturers could sell their entire production 
in the United States. This production amounted to approximately 15,000 in- 
struments. At that time the foreign production was approximately 25 percent 
of the American market and the tariff was 40 percent. Through the action 
of the reciprocal tariff program the tariff has been reduced to 15 percent and 
imports of clarinets last year amounted to 61,000, or approximately 75 to 80 
pereent of the American market. 

As stated, the tariff on windwood instruments was set at 40 percent under 
the Smoot-Hawley Act. This was reduced to 30 percent in 1937, 20 percent in 
1948, and 15 pereent in 1951. Although the Smoot-Hawley Act was criticized by 
the internationalists, Professor Schumpeter, the eminent economist of Harvard, 
stated in 1935, if it hadn’t been for the Smoot-Hawley Act, the depression of 
the early thirties would have been more devastating than it was. 

It may be well at this time to look into the background of the Reciprocal Tariff 
Act. The original slogan was “World trade and peace,” and when that became 
meaningless a new cry was set up of “Trade not aid.” Again everyone believed 
the slogan and again it has failed. We are still giving the trade and we are 
still giving the aid. It may also be noted that one of the negotiators of the 1936 
cut in tariffs was later found out to be a Communist. In 1948 Harry Dexter 
White headed the delegation. It has been stated that White probably did more 
than anyone to foster the idiotic notion of swamping American industry under 
ruinous cheap labor while building up competition abroad. As you know, Harry 
Dexter White was the instigator of the Morgenthan plan to Germany. Did those 
who engineered the Reciprocal Tariff Act have a Morgenthau plan for the United 
States in mind? 

In 1952 a group of American woodwind manufacturers appealed for a fairer 
tariff under the escane clause of the Reciprocal Tariff Act. This request was 
turned down by the Tariff Commission. It was stated that those who had been 
formerly employed in the industry had found work elsewhere. Although con- 
siderable time and money was spent by our industry requesting relief, it is a 
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known fact that such a request is hopeless for any industry unless the timing 
can be planned so that the decision must be given shortly before an election. 
Analysis of the entire act will show that economics is never considered in any 
negotiations, neither are the facts which are presented by American industry. 
As far as our own industry is concerned, a summary of the conferences showed 
an amazing number of errors in the statistics supplied the negotiators by the 
State Department. 

It is estimated that the average hourly wage in Great Britain is $0.35, Germany 
$0.45, Italy $0.22, France $0.35, and Japan $0.14. East Germany and Czecho- 
slovakia are also far down on the list. Of course these wages are substantially 
below those of our own country. As you know, we have strict laws regarding 
working conditions. Many things we regard as normal are unheard of in foreign 
countries. Here, for example, we have laws regulating sanitary working con- 
ditions. We do not object to this, we want it that way. However, these laws 
do not apply in many foreign countries. We have child-labor laws. In Europe 
child labor is common. In Europe 48 or 56 hours or more a week is normal and 
if overtime is paid after that time, it is usually one-tenth or one-quarter, not 
time and one-half such as required by law in the United States. Kitchen home- 
work in European countries is a common practice. 

Now in addition to the unfair low tariffs which give no protection whatsoever 
to the American standard of living, foreign governments are also paying sub- 
sidies on exports. It is surprising that they have the funds to do this, especially 
in view of the fact that the United States has been supporting them for the past 
10 years. 

It is a known fact that the Governments of France and Italy do not properly 
assess income taxes. Not only are their upper rates considerably lower than 
ours, but their collection systems are notoriously dishonest and the well-off pay 
little, if any, taxes. The heavy taxes fall on payrolls and turnover of sales 
and not on the higher incomes as in the United States. It is claimed that French 
social charges for various reasons, such as family allowances, unemployment, 
retirement, etc., are estimated at about 40 percent of wage cost. Family allow- 
ances are government subsidies paid individuals with families. These payments 
are a depressant on the general wage rate inasmuch as a man with a large 
family can be paid minimum wages and in turn look to the Government for the 
additional money to live on. This, of course, necessitates a payroll tax which 
amounts to a considerable sum when assessed on articles such as woodwinds 
where the labor factor is high. But it is rebated 100 percent when instruments 
are exported. The rebate is more than the tariffs on woodwind instruments. 

In addition to the above advantages, an imported clarinet has a distinct advan- 
tage over the American-made instrument in regard to excise taxes. By various 
wash sales at import levels a foreign instrument can carry an excise tax of 
approximately one-half that of an American instrument selling at the same price. 
It may also be noted that of our company receipts approximately 20 percent is 
paid out in various taxes, such as excise, withholding, unemployment, property, 
and State excise tax. None of that is rebated. 

We are admittedly a small industry. We have no political power such as the 
large industries concentrated in one State or agriculture, but I cannot under- 
stand how that should make us a second-class citizen whose livelihood must be 
sacrificed for a theory which in a few years will be as disrepute as the Prohibi- 
Act was in 1930. And the pity of the entire matter is that your committee is not 
following out the conclusions of the Randall committee report which mentions 
on page 52 the handcraft industry as follows: “Here quite obviously with labor 
the major cost, imports, can be not merely serious but destructive to the domestic 
industry without tariff.” Our industry falls in this class, inasmuch as 75 per- 
cent of our cost is labor. 

There is no question but what under the program suggested, that again the 
small industry will receive the brunt of tariff reductions, such as we have in 
the past. Our tariff has been reduced approximately 63 percent. The automobile 
industry has received no cut and has the advantage of high shipping rates. 

In conclusion, our industry should receive no further cuts. The tariff should 
be raised to a point to equalize the foreign wage costs to American wage costs. 
The tariff should be set entirely for economic reasons and not political. If the 
jobs of those working in agriculture, shipping, and defense need protection, the job 
of every other American should also be protected against manipulations and 
unfair practices of foreign governments—and there is no doubt the only solution 
is to return the setting of tariff rates to Congress. Congress is solely responsible 
for it under our Constitution and should not delegate this function to self- 
perpetuating bureaucrats who have no responsibility to the American people. 
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US IMPORTS of CLARINETS (QUANTITY) 
BREAKDOWN OF IMPORTS OF CLARINETS NOT AVAILABLE FOR 1931-1936 


BUS 64000 


Source: 
US DEPT of COMMERCE 


FouNTAIN PEN & MECHANICAL PENCIL 
MANUFACTURERS’ ASSOCIATION, INC., 
Washington, D. C., February 1, 1955. 
Re trade agreements extension bill of 1955. 
Hon. JERE COOPER, 
Chairman, House Ways and Means Committee, 
United States Capitol, Washington, D. C. 

My Dear ConGRESSMAN: The membership of this association wishes to go on: 
record in formal opposition to the proposed trade agreements extension bill 
of 1955, designated as H. R.1. Because of the unusually short notice of hearings,. 
this association was unable to secure any witnesses who had the time to pre- 
pare themselves to appear personally. Consequently, it is necessary to register 
the protest of this association by this letter. 

* 
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The membership of the Fountain Pen & Mechanical Pencil Manufacturers’ As- 
sociation is composed of manufacturers of mechanical handwriting instruments 
such as fountain pens, mechanical pencils, and ballpoint pens. The individual 
companies are largely small businesses located in all parts of the country. 
The labor is skilled and is paid commensurate rates. Foreign markets for these 
products have already been ruined by competitive practices on the part of 
foreign manufacturers, notably Japanese, who imitate American-made pre- 
cision instruments even down to stealing the brand names and trade-marks. 
The imitations are cheap—vastly inferior to the American-made authentic in- 
struments—and, moreover, they don’t function. The result is to damage, and 
even destroy, the reputations of the American companies whose products are 
imitated, such as Parker, Sheaffer, Esterbrook, Kahn, and Seripto. In addition to 
that, many of the foreign markets have been closed down by embargoes, trade 
restrictions, and currency manipulations. The result is that the American 
market is becoming the only market left for the American producers and we 
earnestly urge that Congress protect that market for us. 

The Constitution gave to the Congress the power to levy and collect taxes and 
tariffs. This bill seeks to transfer to the executive branch much of the power 
that belongs to Congress. It is as dangerous a precedent as though Congress 
decided to delegate its taxing powers to the Executive. Such a proposition is 
unthinkable. This association believes that delegating such broad powers in the 
tariff field to the President is equally bad. Instead of passing the mantle to 
the Executive, Congress should increase the prestige of the Tariff Commission 
by removing the power of Presidential veto of Tariff Commission reports, and 
having the Commission report direct to the Congress instead. At the present 
time the Tariff Commission is the most disregarded expert body in the United 
States. Witness the number of times the President has followed recommenda- 
tions of the Tariff Commission under escape-clause petitions. 

Any across-the-board tariff decrease, such as is contemplated in H. R. 1, 
would be ‘disastrous to our industry as well as to other industries which are 
composed of small manufacturers. There is no doubt that the large industrial 
empires would not be hurt by any tariff decreases. It is the small enterprises 
which are not able to command the enormous resources such as those in the 
steel and automotive industry who will bear the burden of the sacrifices. 

Very truly yours, 
Frank L. KINa, 
Ezvecutive Vice President. 


STATEMENT FILED WITH COMMITTEE ON WAYS AND MEANS, HoUsE OF REPRE- 
SENTATIVES, IN OPPOSITION TO H. R. 1, oN BEHALF OF THE SporTING ARMs & 
AMMUNITION MANUFACTURERS’ INSTITUTE 


The Sporting Arms & Ammunition Manufacturers’ Institute, located at 250 
East 43d Street, New York, N. Y., is a voluntary, unincorporated association 
of practically all of the sporting arms and ammunition manufacturers of the 
United States, but not including pistol and revolver manufacturers. 

The companies comprising the institute employ about 20,000 people and a sub- 
stantial number of these companies are located in critical labor areas. In the 
peak year of military production, 1943, the employees totaled 145,854. 

We are opposed to H. R. 1 because : 

(a) It constitutes a serious threat to the well-being of this industry and its 
employees. The members of this industry have plants located in critical labor 
areas, as defined by the United States Department of Labor, where there is 
already an excess of labor which will be greatly aggravated by a further reduc- 
tion in tariffs. 

(b) Any further tariff concessions will jeopardize a vital defense industry. 

In a national emergency, requirements for small arms and ammunition of 
military types grow enormously and this industry always has been the core 
around which has developed the means of satisfying these requirements. The 
sporting arms and ammunition industry has contributed greatly to the know-how, 
the technical personnel, the training of new production and technical personnel, 
and all other essentials for the establishment and very great enlargement of a 
successful small arms military weapons industry. In addition to greatly expand- 
ing its own facilities, this industry was assigned by our Government the respon- 
sibility for the operation of the huge Government-owned, contractor-operated 
plants, furnished all the know-how and technical personnel, and trained necessary 
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new personnel. This industry also provided its great wealth of knowledge and 
experience to other companies not heretofore so engaged, but who were new to 
the business, which answered the country’s call with their contribution to the 
production of huge quantities of small arms and ammunition needed. 

Technical developments by this industry, too numerous to mention, greatly 
aided during national emergencies, the need for a wide variety of small arms and 
ammunition, many of which were regarded as classified materiel. 

In all wars back to our colonial history, this country has been preeminent in 
design of small arms weapons produced substantially by this small industry. 
It has demonstrated its ability to expand rapidly to meet the huge requirements 
of small arms and ammunition in modern warfare. Only through proper pro- 
tection of its sporting business has this been possible, because in peacetime 
military needs have been very small, and produced substantially in Government 
establishments. Notwithstanding this atomic age, the highest ranking military 
officers have stated publicly that the slogging infantryman and his shoulder 
rifle are indispensable. Moreover, are we not unwittingly, through successive 
tariff reductions, undermining our basic national defense system through the 
dissipation of inventive genius and know-how pertaining to the automatic type 
of firearms? 

Significantly, we direct your attention to the Garand rifle, a development by 
Springfield Armory, and the carbine rifle developed by a member of this insti- 
tute. Both were considered superior to the weapons of our allies and our ene- 
mies. Their dependability was impressively demonstrated under battle condi- 
tions during World War II when exposed to extremes of heat and subzero 
weather, to mud, sand, ice, snow, and jungle conditions. 

In addition to military weapons required during World War II, large quanti- 
ties of adaptable sporting firearms were furnished. Included were such items 
as .22 caliber rifles for training purposes and shotguns for guard duty. All other 
sporting firearms production ceased and only when the emergency ended did this 
industry attempt to regain its normal commercial business. It was then faced 
with an extraordinary inflation by reason of the starved commercial market. 
The gradual transition to a buyers’ market has only recently been completed. 

The tariff concessions negotiated under the reciprocal trade agreements 
program have not operated in market conditions that permit a real commercial 
test of the true effectiveness of these tariffs. Until there has been such a test, 
it would be unwise, indeed, to bring on additional reductions. 

Market outlets abroad have not been available. Many nations employ re- 
strictive devices in addition to tariffs that are very effective in discouraging 
imports. These devices include quotas, import permits, preferences, exchange 
controls, discriminatory practices, and outright embargoes. This generally de- 
scribes the limited opportunities for sales abroad. 

In addition to the restrictions imposed by foreign countries, our own State 
Department diligently enforces its regulations controlling the export of firearms 
and ammunition, including sporting types. 

Furthermore, since the end of World War II, European producers have re- 
turned to the world markets with reconstructed plants outfitted with the most 
modern machinery, embodying the newest techniques and with low labor rates. 

There is one extremely important segment of the sporting arms industry that 
has been subjected to considerable competition from abroad. That segment is the 
autoloading shotgun. The value categories in the tariff for imported autoload- 
ing shotguns are in the $25 to $50 and the over $50 groups. 

As a direct result of the tariff concessions already made, the volume of imports 
of autoloading shotguns has increased to a proportion of the total volume of 
business in this country which is entirely unfair and unjustified. 

Equally significant, and this the Congress should most carefully consider, 
is the fact that production of this firearm retains the largest segment of trained 
personnel for immediate transfer from sporting to military small-arms automatic 
mechanisms which employ the same operating principle. The battlefield condi- 
tions for modern warfare absolutely require automatic weapons. 

Any tariff concessions have serious effects upon the retention of know-how 
and its speedy transition when another emergency arises. Because of the tariff 
reductions of 50 percent from the prevailing rates established by the 1930 Tariff 
Act, negotiated in the 1935 trade agreement with Belgium, an increasing volume 
of autoloading shotguns were exported from Belgium to the United States 
market. A volume of less than 6,000 shotguns imported in 1935, multiplied 
severalfold before the hostilities of World War II interrupted the flow. Tariff 
value categories for these imported guns at that time were largely in the $10 
to $25 group. Inflation and other factors affecting rising costs have altered this 
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situation to the tariff-value categories of $25 to $50 and over $50 now prevalent. 

This 50-percent reduction was followed in 1948 by another amounting to 33% 
percent, making the aggregate reduction approximately 68 percent lower than the 
1930 rates. Still another round of reductions on shotguns and parts is scheduled 
for discussion this month at Geneva, Switzerland, in connection with the General 
Agreement on Tariffs and Trade. Even before this is decided, H. R. 1 with its 
prospect of still further concessions becomes an added threat to this industry 
and to our Government’s basic national defense system. If the United States 
must continue to grant concessions on this one-way street, is it fair to continually 
apply them to this industry? 

The previous institute pleas opposing the duty reductions negotiated at Geneva 
went unheeded. In consequence, the encroachment of imported autoloading 
shotguns upon the American market is clearly demonstrated in the following 
import statistics extracted from the Bureau of Census, United States Depart- 
ment of Commerce reports : 


Belgian Belgian 
imports imports 


The greatest bulk of these imports are autoloading shotguns. It is to be noted 
that 1953 imports represent a 237.5 percent increase over 1947’s imports. 

While imports of the Belgian autoloading shotguns have increased tremend- 
ously, domestic producers have not enlarged their volume in like proportions, as 
determined by discussions with members of the institute. Belgium is, therefore, 
getting a far greater share of the American market, in relation to the volume 
enjoyed by domestic producers. Production statistics for this industry are not 
collected by the institute, but we contend that too large a share of this market, 
due entirely to the concessions made, is going to the foreign manufacturers. 

It is apparent from these figures that there is now a dangerous dependence on 
foreign sources of supply for automatic types of firearms. This dependence 
will grow to the detriment of the national defense of this country unless some- 
thing is done to return the tariffs to an equitable level. A selective return of 
the duty levels applicable to imports of this particular type of shotgun to the 
levels negotiated in the 1935 trade agreement with Belgium will accomplish such 
a result. 

Respectfully submitted. 

SPORTING ARMS AND AMMUNITION 
MANUFACTURERS’ INSTITUTE, 


By RicHarp F. Wesster, Secretary. 
STaTe or New York, 


County of New York: 


Richard F. Webster, first being duly sworn, says according to his information 
and belief the statements contained in the foregoing statement are true. 
Subscribed and sworn to before me this 8th day of February 1955. 


[SEAL] EpirH KANE, 


Notary Public, State of New York. 
Commission expires March 30, 1955. 


The CHAIRMAN. The next witness on the calendar is Mr. John 
Hough. Come forward, please, sir. 


For the record, will you please give your name, address, and the 
capacity in which you appear? 


STATEMENT OF JOHN HOUGH, PRESIDENT, HOUGH SHADE CORP., 


JANESVILLE, WIS., IN BEHALF OF THE WOVEN WOOD FABRIC 
INDUSTRY 


Mr. Hovau. I am John Hough, president of the Hough Shade 
Corp., of Janesville, Wis. I am appearing in opposition to H. R. 1 on 
behalf of my company; also on behalf of Columbia Mills, Inc., of 
Syracuse, N. Y.; Consolidated General Products, Inc., of Houston, 

57600-—55—pt. 2——51 
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Tex.; Williams Manufacturing Co., of Constantine, Mich.; and Warren 
Shade Co., Inc., of Minneapolis, Minn.; Worcester, Mass.; and San 
Carlos, Calif. 

These companies represent approximately 95 percent of the domestic 
production of woven wood fabric, shades, blinds, and drapes. I will 
refer to them as the woven wood fabric industry. 

Woven wood fabric is made of thin strips of wood—principally 
northern basswood—approximately three-eighths or seven-eighths 
inch wide and one-tenth inch or less in thickness, laid lengthwise and 
joined to each other by cotton cords or threads woven in an over-and- 
under fashion. The fabric is used to make porch and window shades, 
blinds, and screens, and may be more readily identified by you as wood 
slat blinds which are used on porches and windows. 

The woven wood fabric industry is small business. The number of 
company employees range from a low 20 to a high of 200. The annual 
sales for the industry for 1954 were approximately $4,500,000. The 
capital investment is $3,100,000. 

Woven wood fabric is made on machines designed solely to produce 
one product. The machines cannot be converted to produce other 
products. If the market for our product is lost, our very substantial 
investment in machinery and equipment would also be almost a com- 
plete loss. 

Our industry is not a new one. Our'own company was founded in 
1900. Other industry members have been in business almost as long. 
We have had competition from imported bamboo and woven wood 
shades and blinds ever since we started in business. Prior to World 
War II, our industry maintained a reasonable share of the domestic 
market in face of this competition. We did so largely because the 
imported bamboo blinds were handmade and so crude in appearance 
that they were not acceptable to a large part of the American buying 
public. In addition, our industry developed innovations and features 
the unmechanized Japanese producers were unable to copy. 

Since the resumption of imports from Japan following the end of 
World War II, the position of our industry has become critical for the 
following reasons: 

1. Machinery made in the United States has been sent to Japan for 
the production of bamboo and woven wood fabric in Japanese factories, 
thus taking full advantage of the low Japanese wage scale. 

2. The quality of the product has been improved. Machinery is 
now used to manufacture products which are exact copies of the 
American product. Innovations developed by our industry are copied 
and are in our market shortly after being introduced by our companies. 

3. Japanese now ship bamboo and woven wood fabric in large rolls, 
entering at lower tariff rates than finished blinds or shades. Blinds, 
shades, folding doors, and screens are cut in the United States from the 
roll goods, combined with American hardware and cord, and sold in 
the United States unlabeled as to foreign origin, at prices considerably 
less than our American-made products. 

Imports of these items on the basis of value for duty have risen from 
approximately $1,367,185 in 1951 to an estimated $4,689,618 in 1954. 
The duty-value figures tell only part of the story. Converting the 
dollars to square feet of fabric on the basis of 5 cents the square foot, 
which is the average selling price, duty paid of the imported products, 
we find that imports in square feet in 1951 were 27 million square feet, 








TRADE AGREEMENTS EXTENSION 2163 


in 1953 over 74 million square feet and in 1954 an estimated 94 million 
square feet. 

During the 1954 year our domestic industry has experienced a 12.4- 
percent decrease in square-foot sales of our domestic products, in the 
face of this nearly 27 percent increase in the square footage of imported 
products. In 1954, as compared with 1953, our domestic industry 
experienced a drop of almost 2,400,000 square-foot volume, or about 
$550,000 in sales volume, with consequent reduction in operating 
profit of approximately $235,000. Profit on sales has dropped from 
7.1 percent to 3.3 percent in 1 year. 

At the same time our hourly worker’s wages have increased an 
average of 5 cents per hour since last year, to-an average of $1.32 per 
hour, not including fringe benefits, for our industry. Direct labor 
costs for our industry are 25.1 percent of total product cost at present. 

United States Embassy, Foreign Service reports from Tokyo indicate 
Japanese production workers in the wood-products industry are being 
paid about 11 cents per hour and have a monthly income of about $23 
as compared with $219 average monthly income for our own production 
workers. Our labor costs alone appear to equal the entire cost of most 
of the Japanese products that compete with us. 

On a square-footage basis, imported woven wood and bamboo 
products enjoyed 80 percent of the United States market against our 
20 percent in 1953. This year the imported products will have about 
85 percent of the market leaving us only 15 percent. Thus far our 
domestic industry has kept going through finding new fields and new 
usages for our basic product. 

However, today our competition from abroad, now completely 


mechanized, easily and ae copies any new products we devise. 


As we look at the steadily rising flood of woven wood and bamboo 
imports, the 263 percent increase in dollar volume of imports from 
1950 to 1954 seems ample evidence that present tariffs are not limiting 
the United States sales of imported woven wood and bamboo products. 

Our industry has suffered a loss of production and a material redue- 
tion in dollar sales and profits as a result of the increase in imports of 
these products. The trend to imitation of our woven wood frabric 
and products by the Japanese manufacturer will result in increased 
export of this type of product and additional damage to our industry. 

The present and threatened injury is due solely to the unfair com- 
petitive pricing of the foreign producers. The tariff is too low to 
equalize the cost advantage of the Japanese producer due to the cheap 
labor. If the present advantage held by the foreign producers is in- 
creased by a reduction in tariff, our industry’s portion of the domestic 
market will be reduced to a point where our industry cannot continue. 
The Japanese and other foreign producers will then have a monopoly, 
with the consequent damage such conditions create. 

On November 15, 1954, the Committee for Reciprocity Information 
and the Tariff Commission published the list of products on which 
negotiations with Japan and other countries were proposed. The 
Committee for Reciprocity Information required that briefs be filed 
by December 6, 1954. The Tariff Commission permitted briefs to be 
filed by December 27, 1954 on the peril-point question. 

Bamboo and wood fabric, blinds and shades were listed as products 
on which negotiation was proposed. The notice published November 
15, 1954 was the first knowledge that our product might be the subject 
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of a tariff reduction. Our industry had exactly 15 working days to 
prepare a brief in opposition to this proposal. . 

Our investigations disclosed that no Government agency collected 
statistics on our industry or our products. Our product is not in- 
cluded in Government industry surveys. 

In addition, we found that the statistics on imports of these products 
was completely unsatisfactory, the products were in general categories 
making an analysis of the quantity of imports extremely difficult. 
The Government agencies could not know the effect of imports on 
the domestic industry. 

The amount of the increase in imports was uncertain and the effect 
of the imports on the domestic industry was unknown. 

The only conclusion that could be drawn was that the department 
that prepared the list had no knowledge whatsoever of the amount of 
the imports and the possible effect on the United States market of a 
tariff reduction on the products on which it proposed to negotiate. 

Our industry filed briefs and appeared at the hearings of both the 
Committee for Reciprocity Information and the Tariff ¢ Commission. 
The recommendations of both of these groups are not revealed, there- 
fore we will not know until the concessions are announced whether the 
tariff on our products has been reduced. During this interim we must 
plan our production, price our product, and hope that our market is 
not further reduced by action of our own Government. We question 
whether such methods are to the best interest of our economy. 

We have read a great deal to the effect that industry need not be 
concerned about H. R. 1, because the peril point and escape clauses 
would remain in effect. We believe that such statements imply that 
these clauses are a protection to American industry. In our opinion 
that is misleading as neither clause presently provides protection to 
injured American manufacturers, such as our industry. 

Under the law the President before negotiating must permit 
interested parties to be heard. The Committee for Reciprocity 
Information is the President’s vehicle to meet this requirement. The 
membership of the Committee for Reciprocity Information consists 
of employees of the State, Defense, Labor, Agriculture, Foreign 
Operations Administration, Commerce, and the Chairman of the 
Tariff Commission. Industry which is the group primarily concerned 
has as its representative tise ‘Dapevebeatit of Commerce. The Bureau 
of Foreign Commerce of the Department of Commerce ostensibly 
represents industry on the committee. The function of the Bureau 
of Foreign Commerce is to increase foreign trade. It does not concern 
itself with the problems of domestic industry except as they may relate 
to foreign trade. 

The Business and Defense Services Administration of Commerce 
which concerns itself with the problems of American industry merely 
advises the Bureau of Foreign Commerce and does not determine 
policy. The Assistant Secretary of Commerce in charge of the 
Bureau of Foreign Commerce has long been a proponent of lower 
tariffs. We do not think we need pursue this further to make our 
point that American industry, the party most concerned, is not 
favorably situated on the matters to be considered by the Committee 
for Reciprocity Information. 
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We are advised that there is a second committee which reviews 
the recommendations of the Committee for Reciprocity Information 
and that of the Tariff Commission. This Committee is called the 
Trade Agreements Committee and has the same departmental repre- 
sentation omitting the Foreign Operations Administration and the 
Tariff Commission. This Committee which makes the final recom- 
mendations to the President is chairmanned by the State Department. 
The spokesman from Commerce is a representative of the Bureau of 
Foreign Commerce. Here again domestic industry’s only champion 
is one whose primary interest is foreign trade. 

In regard to the peril-point clause, the Tariff Commission is author- 
ized to report to the President. It may recommend against negotia- 
tions on a product but has no authority to enforce its decisions. It 
may find that damage will result from a reduction in a tariff but this 
finding can be ignored. In order for the peril-point clause to have a 
meaning Congress must provide that the Tariff Commission findings be 
conclusive. Until Congress enacts such a provision, it is misleading 
to say that American industry is protected by the peril-point clause. 

The escape-clause provision is fatally defective for the reason that 
the executive branch can refuse to accept the findings of the Tariff 
Commission. The President has rejected the findings of the Tariff 
Commission in 10 cases and accepted the recommendations in 5 cases, 
of which only 3 affected manufactured products. 

The escape-clause provision was intended by Congress to provide a 
means for American industry to obtain relief where it could establish 
damage. The burden of establishing damage is cast on the affected 
industry. It is a difficult and expensive procedure. On the basis 
of the record and public announcements that American industry must 
accept sacrifices so that the foreign products can profit from our 
markets, American small business, such as ourselves, feels that the 
escape-clause provision as presently written provides little or no 
protection. 

H. R. 1 would continue the peril point and escape clauses without 
change. Our industry is of the opinion that these clauses must be 
strengthened in order to furnish to American industry fair and reason- 
able protection from the uneconomic and unfair competition prices of 
materials produced under the low-wage scales in foreign countries. 

We recommend that Congress vest authority in the Tariff Commis- 
sion to make a final determination under the peril point clause. We 
further recommend that the escape clause provision be on 
revised to provide that the decision of the Tariff Commission be final. 
In addition the criteria of damage or threat of injury should be 
broadened to provide for the establishment of damage on a product 
basis, with relief required either by increase of tariffs or the establish- 
ment of quotas where the criteria for damage has been met. 

We are also opposed to H. R. 1 on the grounds that it constitutes a 
transfer of congressional powers over tariffs to the executive branch. 
H. R. 1 is a blank authority to the Executive to enter into trade agree- 
ments with provisions relating to quotas, customs formalities and other 
matters relating to trade. The President, under this authority, can 
prevent Congress from granting relief to a stricken domestic industry 
by agreeing that quotas may not be fixed. The provision that the 
President may make agreements on “other matters to trade” is a 
grant only restricted by what may be interpreted by the executive 
branch to constitute trade. 
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Blanket authority to make agreements affecting trade is not re- 
quired by the executive branch. If an agreement is for the best in- 
terests of this country then Congress will approve such an agreement. 
For the executive branch to ask for unlimited authority would appear 
to reflect a feeling that Congress, which is subject to the advice of the 
people, is not qualified to pass on trade agreements. 

Blanket authority to reduce all duties is not required. If there are 
products which do not require the protection of the present rate, the 
Executive should advise Congress of these products. Any reduction 
in the present rate of duty on our products can only result in a further 
reduction of the small portion of the market we now have. If author- 
ity must be granted to reduce tariffs, then the exercise of such authority 
must be controlled through the peril point and escape clauses. Those 
clauses must be revised to provide effective protection for American 
industry. 

As small American businesses we do not have foreign subsidiaries, 
nor do we have funds to create export companies to develop foreign 
markets for our products. Our operations are entirely within this 
country. We make our product here from domestic material with 
American workmen and for the American consumer. We have sup- 
plied our own capital by our own efforts, we have asked no subsidies. 
We object to suggestions that we are inefficient when asked to compete 
with 11-cent-per-hour labor. We would like to retain the right to 
bring to Congress problems shat seriously affect our welfare and the 
welfare of our workers. We do not believe we will have this right, if 
Congress abdicates its powers over trade agreements, as we feel would 
be done if Congress approves H. R. 1. 

We are not opposed to foreign trade but we do not believe that 
destruction of our businesses by cheap imports will serve the national 
interests. We would like the same concern that is registered for 
foreign businesses to be registered for the problems of American small 
businesses such as ours. We know that the State Department is con- 
cerned about the welfare of the Japanese, our recent enemies. If the 
same concern were felt for our own employees and the American small 
business concerns, we would not be fearful. 

We ask that Congress enact a law which will permit us to compete 
for the 15 percent of the domestic market we presently hold. Our 
industry does not possess the money to propagandize our problem, 
we connot compete in this respect with the executive branch or the 
foreign countries which hope to take over our markets. Our workers 
are important to us, we have many longtime employees who know 
no other trade. They are not organized to fight for their jobs. They 
rely on Congress to protect their jobs. We believe it is more important 
to keep our 800 workers employed in making our product than making 
800 jobs for Japanese to make our products. 

We respectfully request that your committee consider the American 
small-business concerns and their workers before recommending a 
law which may do irreparable injury to them. 

Thank you, gentlemen. 

The CuarrmMan. Does that complete your statement? 

Mr. Hoveu. Yes, sir. 

The Cuarrman. We thank your for your appearance and the infor- 
mation given the committee. 

Are there any questions? Apparently not. 
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We thank you, sir. 

Mr. Hovenr. Thank you. 

The CuarrMAN. The next witness is Mr. Robert N. Hawes. 

Come forward, please, sir. 

Mr. Hawes, will you please give your neme, address and the capacity 
in which you appear, for the record? 


STATEMENT OF ROBERT N. HAWES, GENERAL COUNSEL FOR THE 
HARDWOOD PLYWOOD INSTITUTE 


Mr. Hawes. Mr. Chairman, and members of the committee, I am 
Robert N. Hawes, a partner in the law firm of Hawes & Gosnell of 
Washington, D.C. 1am general counsel for the Hardwood Plywood 
Institute, a nonprofit corporation, engaged in the business of promot- 
ing the interests of its members, manufacturers of hardwood plywood. 

I am appearing on behalf of the Hardwood Plywood Institute and 
its 57 member companies in opposition to H. R. 1. At the present 
time the officers of the member companies are engaged in the comple- 
tion of a form, consisting of 17 schedules, for the Tariff Commission, 
in connection with an escape clause investigation. Most of the 
member companies are small concerns with very small office staffs; 
therefore, it is necessary that the officers assist in the preparation of 
the report. 

Hardwood plywood is a laminated panel, made of plies of wood 
with the face veneer of a species of hardwood, such as Birch, Oak, 
Walnut, Mahogany and Gumwood. There are two general types: 
veneer core, which is made entirely of veneers, a veneer is a thin slice 
of wood; and lumber core, which has faces and backs of veneer with 
a center core of lumber. The face veneers run the length of the panel 
and the alternating plies at right angles. The plies are bonded by 
adhesives. 

The principal uses for hardwood plywood are in furniture, radio-TV 
cabinets, tables and desks, flush doors, store fixtures; wall paneling 
and industrial uses. Its primary function is to supply the decorative 
effect of wood grain or the smoothness of a hardwood surface. 

Hardwood Sete should not be confused with softwood plywood 
which is largely a construction or structural material. 

Imported plywoods are made of hardwoods and are comparable 
to the American hardwood plywoods in construction, appearance and 
use. The American product is made principally of domestic hardwoods 
and the imported plywoods of hardwoods from foreign countries. 

According to the Facts for Industry Report of the Department of 
Commerce there are 151 companies producing hardwood plywood 
for sale in the domestic market. There are 85 companies in the South- 
ern States with the largest concentration in the States of Georgia, 
North Carolina and South Carolina. There are 23 companies in the 
New England area, 25 in the Lake and Central States and 9 in the 
Pacific Northwest. All of these companies with the exception of six 
are small independent concerns with plants in small communities, 
which are wholly or in part dependent on the plant for its residents’ 
economic welfare. 
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The capital invested in the American plants exceeds a hundred 
million dollars. The plants employ 25,000 persons and have an annual 
payroll of over $30 million. There are additional thousands of 
workers in the woods, trucking, et cetera, dependent on the operation 
of the hardwood plywood plants for their livelihood. 

The hardwood plywood uses over half of all the veneer produced in 
the United States by over 400 plants with several thousand employees 
and payrolls of several millions of dollars. 

The Tariff Act of 1930, paragraph 405, classifies plywood by species: 
Alder, birch, spanish cedar, western red pine, ot “other,’’ mean- 
ing species other than those enumerated. As the imports are almost 
entirely in birch and “‘other’’ species, we are concerned only with the 
imports in these categories. 

On January 1, 1945, the duty on birch plywood was 25 percent ad 
valorem and on other plywood 40 percent ad valorem. At Annecy, 
France, in 1949 the duty on birch was reduced to 20 percent, effective 
May 1950. At Torquay, England, the duty on birch was again 
reduced from 20 to 15 percent and the duty on other plywood from 40 
to 20 percent; these reductions were effective June 1951. 

Mr. Chairman, I have here a chart showing the plywood imports 
for the years 1950-54, prepared by the Forest Products Division of 
the Business and Defense Services Administration of the Department 
of Commerce. This chart illustrates the effect of the tariff concessions 
at Annecy and Torquay. This chart has been reproduced by the 
Hardwood Plywood Institute. It is attached to our statement. 

I would like to say about that chart, Mr. Chairman, that that chart 
was prepared at the end of the first three quarters and, if you will look 
at the chart, you will notice that we anticipated then that the highest 


imports would be 50 million feet a month, and we have gone completely 
through the ceiling so that the imports in November were 77,700,000 
square feet. That is more than the total imports in 1950 in 1 month. 
The CuarrMan. The chart may be inserted in the record at this 
point. 
(The chart referred to above follows:) 
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UNITED STATES PLYWOOD IMPORTS 
1950-1954, BY MONTHS 


Million sq. ft. Surface Measure 
50 


0 
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Compiled by 
Forest Products Division, Business and Defense Services Administration, 
US Dept of Commerce from Bureew of the Census date 
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Mr. Hawes. Mr. Chairman, I have a second chart, also prepared 
by the Forest Products Division of BDSA, which shows the American 
production and the imports for the year 1953 and three quarters of 
the year 1954. This chart shows the decline in American production 
in ratio to the increase in imports. It also shows the total American 
market and the increasing portion absorbed by imported plywoods. 

In 1950, the year the Annecy tariff reduction went into effect, ply- 
wood imports totaled to 63 million square feet. In 1951, the year the 
Torquay tariff reductions went into effect, plywood imports totaled 
73 million square feet. In 1953 plywood imports amounted to 220 
million square feet; in 11 months of 1954 to 383.6 million square feet. 
The estimated total of plywood imports for 1954 is 440 million square 
feet, an increase over 1951 of 600 percent. 

In 1951 imported plywoods enjoyed 8.9 percent of the American 
market. In the third quarter of 1954, imported plywoods enjoyed 
41.1 percent of the American market. In November 1954 imports 
supplied approximately 60 percent of the American market. 

As imported plywoods absorbed more and more of the American 
market, domestic production declined from 629 million in the first 
three quarters of 1953 to 512 million square feet in the first three 
quarters of 1954, a loss of 115 million square feet. 

In the summer of 1954 the Hardwood Plywood Institute employed 
the accounting firm of Seidman & Seidman to survey the industry to 
determine the effect of plywood imports on the American industry. 
A survey of a representative group of companies shows that in the 
first half of 1954 dollar sales were down 27 percent from the like period 
in 1953 and profit on sales had fallen from 7.8 percent to 0.33 percent, 
one-third of 1 percent. A bare break-even point. 

The decline in American production, loss of dollar sales and loss 
of profit are attributable to the unfair competitive prices of the im- 
ported plywoods. Japan and Finland are the principal offenders. 
Together these countries account for from 60 to 70 percent of the total 
imports. In 1950 Japan shipped to the United States 5 million square 
feet; in 1951, 12 million square feet; in 1953, 105 million square feet, and 
in 11 months of 1954, 251.5 million square feet, an increase over 1950 
of 5,000 percent. Finland’s exports of plywood to the United States 
have increased from 1.3 million in 1950 to 28.7 for 11 months of 1954, 
an increase of 2,200 percent. 

The average value of Japanese plywood for duty purpose is about 
$63 per 1,000 square feet. At this point, I would like to say that since 
writing this statement I have found out what the average value is for 
the month of November 1954, and that value is $37.20 for that month. 
The duty is 20 percent and ocean freight in Japanese bottoms is less 
than $5 per 1,000 square feet, the average landed price duty paid is 
about $80 per 1,000 square feet. This is less than the cost of labor 
and materials in one of the lower-cost species of American hardwood 
plywood. 

The United States Embassy at Tokyo reports that the average 
wage of a Japanese worker in a plywood plant is 11 cents an hour for 
203 hours a month, a total of $22.33 a month. The Japanese labor 
cost per 1,000 square feet of plywood is reported to be $4.17. 

In the American plants the average wage ranges from $1 an hour 
in some Southern States to $1.32 in the Northeast area. The cost of 
labor in an American plant with the lower average wage is about $28 
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per 1,000 square feet, or 7 times that of the Japanese manufacturer 
for a comparable product. The low wages paid in Japan permit the 
sale of plywood at prices below the cost of production of the American 
manufacturer. 

Finland is also a large exporter of plywood to the United States. 
Again the prices are much less due to a much lower wage scale. The 
Finnish wage scale is about one-half that of the United States. This 
difference permits the Finns to undersell the domestic producer by a 
substantial margin. 

In 1949 and again in 1950 the plywood manufacturers appeared 
before the Committee for Reciprocity Information and the Tariff 
Commission to ask that no reductions of the duty on plywood be 
granted at Annecy in 1949 and at Torquay in 1950. The State 
Department acceded to the demands of foreign countries for reduc- 
tions on both occasions, and the influx of plywood imports has been 
the result. 

In November 1953 the Hardwood Plywood Institute on behalf of 
its members filed with the Bureau of Customs complaints under the 
Antidumping Act against Japanese and Finnish plywood manufac- 
turers charging dumping of. plywood into the United States. The 
complaints were documented and it was believed made a case under 
the law. 

The Customs Bureau advises that an investigation was made in 
Finland in the fall of 1954, almost a year after the complaint. 

The investigators were sent to Japan in December 1954 over a year 
after the complaint was filed. The reasons for the delay are difficult 
to understand. 

Many months ago our Legation in Finland reported sales of Finnish 
plywood to the United States at less than the cost of production. 
Our Embassy at Tokyo has reported admissions of dumping in the 
United States of plywood produced in the Nagoya Prefecturate. 

On September 3, 1954, the Hardwood Plywood Institute applied 
to the Tariff Commission for action under the escape clause. The 
Tariff Commission is presently conducting an investigation. The 
hearings will be held on March 22, 1955. 

Mr. Chairman, the hardwood plywood industry believes that the 
facts submitted to the Tariff Commission are sufficient to meet the 
escape-clause criteria established by the Trade Agreements Act. 

We have been advised by others more familiar with these matters 
than we are, that we have made a case. The question that concerns 
the hardwood plywood industry is this: If the Tariff Commission 
recommends relief will relief be granted? Is the industry pursuing a 
will-o’-the-wisp by undertaking an escape-clause action? Will all the 
effort and expense result in a political decision that the welfare of 
foreign manufacturers is more important than the jobs of American 
workers, the wages and taxes provided by our production? The ques- 
tions are not put lightly. They are of genuine concern to this industry 
and many other American industries similarly situated. 

There have been 59 escape-clause applications; 5 were dismissed, 
3 are pending, and 51 investigations have been completed. Of the 51, 
14 were dismissed; in 22 the Commission decided against escape ac- 
tion; in 12 the Commission decided in favor of escape action, and in 
3 the Commission was divided. The President declined to take the 
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recommendations in 10 cases. The escape clause was invoked in 5 
cases. The record is not one which would develop a feeling of con- 
fidence in an industry seriously damaged by imports. 

We are seriously concerned with the statements that imply that 
escape-clause action when recommended by the Tariff Commission 
will be declined where the effect of the action would reduce imports 
from Japan. This indicated policy, if applied to hardwood plywood 
would foreclose relief for the industry. It would also indicate a pre- 
judging of cases arising under the peril-point or escape-clause provi- 
sions of the law. 

Japan has little historical status as an exporter of plywood to the 
United States. Prior to World War II the largest quantity Japan 
exported to the United States was 1.5 million square feet. In 1950 
Japan’s exports of plywood to the United States amounted to 5 
million square feet. In 1954 Japan’s exports will approach 300 
million square feet. The production of plywood in Japan has in- 
creased from 800 million square feet in 1952 to 1,400 million square 
feet in 1954. 

Japan has almost doubled its production of hardwood plywood in 
a 2-year period. It is now quite capable of dumping sufficient ply- 
wood into the United States market to break the market and destroy 
the American industry. 

What are our obligations to the Japanese? Does the requirement 
that we trade with Japan mean that Japan is to be encouraged to 
double its production of a product at the expense of the American 
manufacturers? 

The overexpansion of plywood production in Japan can be attrib- 
uted to the reduction in our tariff. We should not accept the Japanese 
surpluses built up through overexpansion where an American industry 
is seriously threatened. The tariff laws of the United States should 
not permit foreign countries to build up production at the expense of 
American industry. 

Other countries, parties to trade agreements, do not accept the 
view of our executive branch that Japan must have special considera- 
tion in order to trade. In 1952 the Japanese flooded the Australian 
market with plywood, priced at less than the sale price of the Aus- 
tralian product. Forty million square feet of Japanese plywood 
entered Australia in the first 6 months of 1952. Australia took action. 
It increased the duty on plywood and imposed import restrictions. 
The result, in the first 6 months of 1953 only 120,000 square feet of 
plywood was admitted and Australia has not permitted that rate to 
be increased. Nevertheless, the Australians are presently considering 
increasing the duty on plywood from 53 percent to 83 percent ad 
valorem. 

In January of this year, the English announced that they, too, were 
considering increasing the duty on hardwood plywood. The English 
manufacturers of hardwood plywood will have their interests pro- 
tected. 

These actions emanate from the unfair competitive prices of the 
Japanese plywood. The difference is that foreign manufacturers are 
able to prevail on their governments to take prompt action to protect 
their industries. A means should be provided for similar action on 
behalf of American industry. 
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The Hardwood Plywood Institute member companies are not 
opposed to foreign trade but they are opposed to unfair competition 
from imported products. Unfair competition results from uneco- 
nomic pricing which is a practice of certain foreign countries, where 
low wages provide a low unit cost. 

American plywood cannot fairly compete with foreign plywoods, 
the unit labor cost of which is from one-eighth to one-third of the 
unit labor cost of American plywood. To permit low labor cost prod- 
ucts to enter the United States without quota restriction or a duty to 
bring the sale price within the competitive range of the price required 
by the American manufacturer to continue in business is an open invi- 
tation to foreign producers to dump their surplus production into the 
United States markets. The increase in shipments of plywood by 
Japan is an illustration of this statement. 

Mr. Chairman, the laws of our country protect American business 
from unfair competition. The recent suggestion of the Attorney 
General to strengthen those laws indicates the importance of the 
principle of fair competition to our national welfare. 

These principles apply to American manufacturers and should be 
applied to foreign manufacturers exporting to the United States. 

Fair competition can be established by fixing the rate of duty on 
imported products by relating foreign costs to the American costs for 
a like or comparable product. 

Legislation should be enacted providing duties which will equalize 
the costs of an efficient American manufacturer with its foreign 
counterpart. 

Secretary Dulles in his statement to vour committee stated that the 
United States is a low tariff country. The contention that the United 
States must lead the way by making further concessions means that 
we put on the block some of our industries and the jobs of their work- 
ers, in the naive hope that foreign countries will make similar sacrifices. 

The United States has entered into several alleged reciprocal trade 
agreements in the past decade. An examination of these agreements 
indicates that the foreign signatories maintained their right to raise 
duties, fmpose quotas and import licenses. 

Under the favored-nation provision, low labor cost countries have 
been the principal beneficiaries of concessions granted to countries 
having labor cost comparable to the labor costs of “American producers. 
A case in point is the concession granted to Canada at Torquay in 
1950 on “other” plywood, of which Japan is the principal beneficiary. 
The favored-nation provision frequently operates to the detriment of 
American manufacturers. Legislation basing tariffs on equalization 
of costs would correct the faults of the favored-nation provision. 

H. R. 1 will grant the President unlimited power to enter into trade 
agreements concerning customs, quotas, and other matters related to 
trade. If this law is enacted, then from now on all trade will be con- 
trolled by trade agreements, so long as such agreements do not con- 
flict with existing laws. Congress will surrender its authority to en- 
act laws which conflict with a trade agreement. The President could, 
under the proposed law, contract away the authority of Congress to 
establish a quota on hardwood ply wood. 

We do not believe it wise for the Congress to divest itself of its au- 
thority to control tariffs, quotas, and custom regulations. Congress 
is the servant of the people and must retain the power to act for the 
people. 
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The proponents of H. R. 1 have stated that the retention in H. R. 1 
of the peril-point and escape-clause provisions provides adequate 
protection for American industry. In cases arising under either 
provision the Tariff Commission makes recommendations which the 
President can decline. These provisions afford little protection to 
American industry so long as the President can refuse, for reasons 
sufficient unto the executive branch, to accept the recommendations 
of the Tariff Commission. 

If a product is proposed for negotiation, the President decides 
we to include it. Once that decision is made a course has been 
aid. 

The peril-point and escape-clause provisions should be strengthened 
so that the Tariff Commission can make decisions subject only to 
the disapproval of Congress. It is also suggested that the criteria 
for establishing damage or threat of injury be amended to provide 
for consideration on a product-line basis rather than an industry basis. 
The Tariff Commission should be authorized to grant increases or 
decreases of duty and the imposition of removal of quotas when 
required to prevent damage to American industry. 

Mr. Chairman, we believe that the facts we have presented in this 
statement establish that our concern about this act is genuine. There 
are other industries whose plights are similar and if a law is passed 
which does not provide adequate and fair protection to American 
industry there will be many more, especially small business concerns. 

We believe that our industry is an essential cog in our economy, 
Our product is essential to the production of many products required 
by our people. Employment of our workers and those indirectly 
dependent on our industry for employment is essential to the national 
welfare. We frankly and honestly state that the maintenance of 
jobs for our employees is more important to us than the creation of 
jobs for foreign workers. Our workers are our people and as such 
they have the first call on our services and our loyalty. 

Our statement has been confined to the import problem as it affects 
our industry and H. R. 1. There is other legislation before Congress 
which cannot be ignored in the consideration of the purposes of 
H. R. 1. We refer to the proposals to increase the minimum wage. 
The announced purpose of H. R. 1 is to grant tariff and other trade 
concessions to foreign countries. It is proposed by the administration 
that the minimum wage be increased 20 percent. 

Our industry does not oppose high wages where wages are related 
to productivity. A higher minimum wage increases wages across the 
board as differentials must be maintained. The increase of the 
minimum wage will add to the cost of production of domestic hardwood 
plywood. 

The ability of the American hardwood plywood manufacturers to 
compete with the cheap imports will be materially lessened. We 
believe that Congress should consider the effect of the increase in 
minimum wages on the costs of American manufacturers before 
reaching a decision on the enactment of legislation which contemplates 
additional concessions to low cost foreign manufacturers. 

I thank you for your time. 

The CuarrMan. Does that complete your statement, Mr. Hawes? 

Mr. Hawes. Yes, sir. 





TRADE AGREEMENTS EXTENSION 


The CuarrmMan: We thank you for your appearance and the infor- 
mation given the committee. 

Let me inquire briefly for information. By your chart attached 
to your statement you show that the imports of plywood have 
increased? 

Mr. Hawes. That is correct. 


The CuarrMan. Has not the use of plywood in the country greatly 
increased? 

Mr. Hawss. The use of hardwood plywood has not increased in 
proportion to the increase in imports. 

The CuarrMan. Has not the production of it increased? 

Mr. Hawes. Not of hardwood plywood, no, sir. 

The CuarrMan. We thank you. 

Our colleague, the Honorable George Andrews, of Alabama, has 
requested that a letter which he received from Gen. Lewis A. 
Pick, vice chairman, Georgia-Pacific Plywood Co., Auburn, Ala., 
along with the application of the Hardwood Plywood Institute to 
the Tariff Commission for an investigation under section 7 of the 
Trade Agreements Extension Act of 1951, as amended, be inserted 
in the record immediately following the testimony of the Hardwood 
Plywood Institute today. 

Mr. Andrews states that he has known General Pick for many 
years, that he is now living in Auburn, Ala., and that for several 
years General Pick, before his retirement, served as Chief of the 
United States Army Engineers. 

Without objection, it is so ordered. 

(The documents referred to above follow:) 


Georaia-Paciric PLywoop Co., 
Auburn, Ala., January 29, 1955. 
Congressman GEORGE ANDREWS, 
House Office Building, Washington, D. C. 


DeAR CONGRESSMAN ANDREWS: Reference is made to my letter of the 20th of 
January and to your letter of the 24th of January in regard to the importation 
of foreign hardwood plywoods into the United States and the competition being 
experienced by the United States hardwood industry with these foreign products. 
We appreciate the opportunity to furnish you data on this subject, and we 
request that you take all steps possible to present this matter to the House 
Ways and Means Committee during its hearings on H. R. 1, the Trade Agree- 
ments Act, which are now going on. 

The alarming fact is that foreign imports of hardwood plywoods into the United 
States have increased 348 percent since 1950. This rate is being accelerated 
each year and each 6 months of the year. The final figures for 1954 have not 
been obtained. For the first half of 1953 imports amounted to 97 million-plus; 
whereas, in 1954 they had risen to 133.7 million square feet, an increase of about 
37% percent. The best available information that we have now indicates that 
the last 6 months in 1954 saw a further increase in these products. The bulk 
of the foreign plywood is coming from Japan and Finland. 

The competition being experienced by domestic producers of hardwood plywood 
is so keen that domestic markets are being forced to give away to the inroads of 
the foreign products. The amount of underselling that is being done depends 
to a great extent upon the competition, but the low cost of labor and materials 
allows importers to bring in these products from the outside and undersell the 
domestic industry. We believe that steps are necessary to protect the plywood 
industry. We also believe that the proper time is in connection with H. R. | 
when this broad subject is under discussion. If provisions cannot be included 
in this bill to establish quotas for the importation of foreign plywoods or such 
other remedial action as will protect. the American industry, we urge that you 
offer an amendment to H. R. 1 when it reaches the floor of the House, worded 
in such a way as to protect the hardwood plywood industry and give the Members 
of Congress an opportunity to decide the matter. 
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Your very great help in this matter is much appreciated, and we know that 
through your efforts desired relief will come. 
Sincerely yours, 
Lewis A. Pick, 
Lieutenant General, USA (Retired,) Vice Chairman. 


APPLICATION OF Harpwoop Piywoop INstituTE BEFORE THE TARIFF Com- 
MISSION FOR AN INVESTIGATION UNDER SECTION 7 OF THE TRADE AGREEMENTS 
Extension Act oF 1951, as AMENDED 


A. The applicant, Hardwood Plywood Institute is a nonprofit corporation, 
whose members are producers of hardwood plywood. Applicant respectfully 
states: 

1. Application is made for an investigation under section 7 of the Trade Agree- 
ments Act of 1951, as amended. 

2. The imported product is: Hardwood plywood (exclusive of container type). 

3. The like or directly competitive domesite product is: Hardwood plywood 
(exclusive of container type and hardwood plywood consumed by producer) 
hereinafter referred to as market hardwood plywood. 

4. The domestic industry is the producer of market hardwood plywood sold 
as hardwood plywood. : 

5. The applicable tariff provision is: Paragraph 405, Tariff Act of 1930. 

6. The duty or customs treatment reflecting trade-agreement concessions 
which have resulted in hardwood plywood being imported in such increased 
quantities as to cause or threaten serious injury to the domestic industry producing 
like or directly competitive commodities are: mo 

uty rate 


Tariff Act of 1930, par. 405: ed valorem 
Plywood (except plywood with face ply of western red cedar): (percent) 
Birch 


Trade agreement concessions 


Trade agreement Concession Effective date 


Finland, 1936 F November 1936_| ...._. 
GATT-Annecy, 1949 1 ed 


0 a 
Alder plywood GATT-Annecy, 1949 
Other plywood GATT-Torquay, 1950 


D 


7. Applicant files this application on behalf of its 55 member companies and all 
other market hardwood plywood producers whose interests are similarly affected. 

8. Applicant represents 55 of a total of approximately 142 companies manu- 
facturing market hardwood plywood. Applicant’s member companies produce 
approximately 60 percent of the total domestic production of market hardwood 
»lywood. 
‘B. Statement of reasons: The applicant states that the following reasons are 
why it believes that hardwood plywood, the product concerning which an investi- 
gation is requested, is, as a result in whole or in part, of the duty or customs 
treatment reflecting trade-agreement concessions, being imported into the United 
States in such increased quantities, either actual or relative, as to cause or threaten 
serious injury to the domestic industry producing like or directly competitive 
commodities. 

1. Increase on imports: 

(i) Increase from 63,362,000 square feet in 1950 to 220,424,000 square feet in 
1953, an increase of 157,062,000 square feet or 348 percent. 

(ii) Increase from 97,398,000 square feet in the first half of 1953 to 133,750,000 
square feet in the first half of 1954, an increase of 34,919,000 square feet or 37.5 
percent. 
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2. Downward trend of shipments by domestic producers: Steady decline in 
shipments from 453,010,000 square feet in the first half of 1953 to 335,581,000 
square feet in the first half of 1954. A loss in footage amounting to 117,429,000 
square feet in 1954 over the same period in 1953 or 26 percent. 

3. Downward trend in prices: 

(i) Bureau of Labor Statistics shows the hardwood plywood index at 108.4 for 
1953 and 101.9 for January and February 1954. 

(ii) Bureau of Labor Statistics for all commodities 110:1 for 1953 and 110.8 for 
January 1954. 

4. Downward trend in profits: There are no figures readily available on profits 
of the industry. A fragmentary survey of a few companies indicates a downward 
trend from 1951. In 1950, profits on sales were approximately 12 percent, while 
in 1953 profits on sales were less than 5 percent. 

5. Decline in sales: Sales of producers and shipments are synonymous in the 
industry. The decline in shipments reflects the decline in sales. 

6. Increase in imports in relation to shipments by the domestic producers of 
the product: 

[In square feet] 


Domestic ship- 


Im s 
ports ments 


Sa as hese o ahrdion sees 4% «cn gnp tp acachnapetwaqatecen ob Seb a 36, 947, 000 233, 732, 000 
2d quarter 1953 60, 566, 000 | 219, 738, 000 
3d quarter 1953 u 63, 813, 000 | 176, 637, 000 
4th quarter 1953 _- .-- jktedde Hddbelobnah sudeauasarcapedehucKndys<éeumdée 59, 209, 000 | 172, 270, 000 
ist quarter 1954 52, 567,000 | 169, 027, 000 
2d quarter 1954 81, 183, 000 | 166, 544, 000 


7. Decline in proportion of domestic market supplier by domestic producers: 


Share of domestic market 


| 
Domestic 
producers 


| Imports 


WB down Ssneckavesbanccusiesbeasien cadeichdpitaderhfitianwedrinmaieas case 91.6 8.9 
10GB: cas bial haan ei ta en deh SEE ORs om Sere id sek one Path ch enquecesante . 89.9 10. 1 
NOG incre cine ss ede se cekees oth iSbdy hese cenew dak donee phulth nh 4ecih wapiemnint ape 78. 5 21.5 


SOR Sat crite cig gam bes gene ecb oe SIE Shang cee sen none enn tr 71.6 28.4 


(ii) In 1951 the ratio was 12 square feet of the domestic product to each square 
feet of imported plywood. In first half of 1954, the ratio was 2.5 square feet, of the 
domestic product to each square foot of imported plywood. 

8. Unemployment, decline in hours worked (survey of 43 plants): 

(i) Reduction in force of 19.3 percent in first quarter 1954 over first quarter 1943 

(ii) Reduction in hours worked of 26.8 percent, same period. 

9. Loss in wages (survey of 43 plants): Estimated loss in wages in first quarter 
1954 over first quarter 1953 for 43 plants covered by survey amounted to approxi- 
mately $2 million. Extension of the same rate of reduction in hours worked to the 
entire industry would indicate a loss of wages for the same period of from $5 
million to $6 million. 

C. Position of applicant in relation to entire market hardwood plywood industry. 

1. The applicant’s membership consists of 55 member companies all of which 
produce market bardwood plywood. The Bureau of Census estimates the total 
of plants producing market hardwood piywood at 142. Therefore, applicant 
represents numerically approximately 40 percent of the plants. 

2. The applicant is the sole trade association for hardwood plywood manu- 
factures. It does not collect statistics on prices, value of sales, or profits from its 
members. Such statistics for its members or for the cntire industry are not 
readily available to applicant. Therefore statistics on prices, value of sales, and 
profits cannot be included in this application. The appiicant has made an effort 
to collect such statistics but the fragmentary returns do not permit the use of the 
figures as representative of the applicant’s members, much less the entire industry. 
It is believed that the Tariff Commission will in its investigation have more 
success in obtaining such information. 
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3. The applicant does collect shipment figures for 52 of its member companies. 
For the first half 1954, 52 member companies, all east of the Rockies, reported 
shipments of market hardwood plywood of 174,110 thousand square feet. 

or the same period and area the Bureau of Census reports an industry pro- 
duction of 315,227 thousand square feet. ‘ 

The 52 applicant companies represent 55 percent of the total production. The 
inclusion of the production of the 3 companies not reporting to applicant would 
increase applicant’s representation to approximately 60 percent of the total 
production of market hardwood plywood. 


I, THE PRODUCT 


Hardwood plywood is a laminated panel, made of plies of wood with the face 
veneer of a species of hardwood. The face and back are customarily of the same 
species of hardwood. In most instances cross banding and core are of hardwoods 
but there is about 15 percent of the domestic production in which softwoods are 
used, as cross banding and core material. There are two general types, veneer 
core, which is made entirely from veneers of wood and lumber core, which is made 
of face and backs of veneers of wood with the center core of lumber. The face 
veneers run the length of the panel and the alternating plies at right angles. An 
odd number of veneers are used. In lumber core there are face and backs of veneer, 
cross banding of veneer, and a core of lumber. The plies are bonded by adhesives. 
Three types of adhesives are used. Type I is fully waterproof, type II is highly 
water resistant, and type III is dry bond. Type II makes up the bulk of the 
production in both the foreign and domestic industry. The production of type III 
is steadily decreasing. 

The commercial standards for market hardwood plywood are established by 
the Bureau of Standards, Commercial Standard, Hardwood Plywood, CS 35-49. 
The grades provided by CS 35-49 are minimum and, in most instances the quality 
of the domestic product exceeds these standards. 

The foreign producers of veneer core hardwood plywood for the export market 
have conformed their production standards to the standards of the United States 
producer. Although the nomenclature of CS 35-49 has not been adopted in all 
cases, the foreign product is now produced so that it is like and comparable to 
the domestic product. 

The principal woods used in the production of domestic hardwood plywoed and 
of imported hardwood plywood are: 


United States: Foreign: 
Gum Lauan (Philippine mahogany) 
Birch Birch 
Mahogany Mahogany 
Oak Oak 
Walnut Beech 
Maple Cottonwood (called poplar) 


In the domestic industry 62 percent of the total production of market hardwood 
plywood is made of gum and birch. Eighty-five percent of the total plywood 
imports are made of Lauan (Philippine mahogany) and birch. 

Hardwood plywood consumed by the producer, hereinafter referred to as 
captive plywood, and container type are excluded from the product and industry 
category for the following reasons: 

Captive plywood is produced principally by furniture, cabinet and door manu- 
facturers. It is made for a specific use as a component of the product, the manu- 
facture of which is the primary business of the producer. he plywood is not 
for sale and therefore it is not in competition with imported plywoods. It is not 
in most instances comparable to the imported plywoods. As it is not a directly 
competitive product in the market, captive plywood must not be included in 
calculating the effect of imports on the domestic market hardwood plywood 
industry. 

Container type hardwood plywood also is made for a particular use—packaging 
and containers. It is not made to CS 35-49. The grades are not comparable 
because appearance, smoothness, and absence of defects are not factors. Its use 
is limited to competitive areas where market hardwood plywood or the imported 
plywoods are not employed. Foreign producers make container type but do not 
export it to the United States. 
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On the question of the domestic market hardwood plywood being a like or 
directly competitive product with imported plywoods, the following schedule is 
illustrative: 


Competitive area of veneer core market hardwood plywoods and imported veneer core 
plywoods 
Domestic—thickness, % to % inch. 
Imported—\ to % inch, 3 to 25 millimeters. 
Domestic grades—1-—1, AA; 1-2, AB; 1-3, AC; 1-4, AD; 2-3—BC 
Imported—A-A-A; AB—BB; AC-B; BC-BD. 
Domestic sizes—2 feet by 4 feet and up to 4 by 8 feet. 
Imported—same. 
Domestic—woods used, hardwoods all species, major species gum, birch, 
mahogany, oak, and walnut. 
Imported—same, major species lauan, birch, mahogany, oak. 
Domestic—adhesives, phenol, urea, and casein, principally urea. 
Imported—same. 
Domestic—uses: furniture, cabinets, paneling, doors, trailers, industrial. 
Imported—same. 
Domestic—markets: distributors and fabricators. 
Imported—same. 


II. THE DOMESTIC INDUSTRY 


(a) The Bureau of Census Statistics on Market Hardwood Plywood shows 
that there are approximately 142 companies producing hardwood plywood for 
sale as hardwood plywood. 

Of these companies, 132 are located in States east of the Rockies and 10 in the 
States of Washington, Oregon, and California. The principal market hardwood 
plywood producing States are Wisconsin, Michigan, Indiana, Tennessee, North 
Carolina, South Carolina, Georgia, Alabama, Mississippi, Washington, and Oregon. 

The plants are principally small, privately owned business concerns, except for 
3 or 4 which are public companies. The business of these concerns is the manu- 
facture of hardwood plywood and other products are not produced. A few 
manufacture doors from plywood. The plants are, with one or two exceptions, 
located in small communities and are usually the principal industry in the com- 
munity. ‘The average number of employees is approximately 200, with some com- 
panies having as low as 100, and others as many as 400 employees. 

The wage scale of plywood workers in the South ranges from 85 cents an hour for 
common labor to $1.50 an hour for skilled labor. In the North, North Central, 
and Lake States, the scale is higher and will range from $1.10 to $2 an hour. On 
the west coast, the average wage is approximately $2.06 an hour. For the 3 
geographical areas a fair estimate of the general cost of labor per hour would be 
98.5 cents in the South, $2.06 on the west coast, and $1.25 for the North, North 
Central, and Lake States. 

An estimate of total production employees in the market hardwood plywood 
industry in the first quarter 1954 is approximately 25,000 persons. 
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Ill. 


PLYWOOD IMPORTS, 1934-54 (BUREAU OF CENSUS) 


United States plywood imports, by country of origin, 1934-41 
[Quantity in square feet, surface measure; value in dollars] 






























































1934 1935 1936 | 1937 
Country a aT Te ware eeT 
| Quantity | Value | Quantity | Value fone Value bnanprrs Value 
Japan... ; : 8, 853 $314 | 519,126 | $9, 829 | 3, 293, 974 | $55, 768 
Canada STOS }* ORM , 366 71 17, 515 | 246 
Finland... pias Sacco tapas edhe Aine Remmi 12, 983 | 278 569, 954 17, 364 
France... De ce te een dita bed cen beh blah othe allt weet at 4, 363 246 
Germany -.---- “| 1, 266 WG Wave es ode ticks keke tacaeinntiveraa teen 31, 500 1, 306 
Sweden... | ee pentled imap adrlannsccomlqeeedberaaidiesshitlamebargdlttngautciy 
United Kingdom 5, 400 | POP icin « orb hitd «Steere acl op hp dics scare Raaen SAUER tle bn nl 
PRONG .... gg os cnn on nccloaeabeecdiie = baie nies ascend date pce Dicie ei, Sue See eo 
Belgian Congo 5 afuc acai neni ween Reagan dette SUE canine shh alk wassecieine obehanince heme stm 
Denmark-._. = 6, 112 76 2, 292 TE nea deiieedcde ae alae 1, 200 49 
Australia _- A nc ciate na te toebpnney<sbdecudebin 3, 276 336 11, 709 530 
Latvia_--.. 25, 950 SEE Fa bc dlake as] os ctnnG cess amie hsc hin 8, 725 361 
Poland and Danzig. 53, 594 715 19, 184 236 19, 680 267 171, 191 2, 227 
U.S. S. R- gubemhikui 18, 104 | SOR Fioitd cosas te 34,356 | 3/800 1-2 cent... 
Stick oiktehcecadoncest enpuelchae lw can own bpseeenaeaives shia 84, 543 | 1,822 422,006 | 10,770 
WO i so aes 114, 129 1, 970 30, 329 577 78, 310 | 16,453 | 4,532,137 | 88, 867 
1938 1939 1940 1941 
Country ReReT TT ae 
| Quantity Value | Quantity | Value | Quantity | Value | Quantity | Value 
- > = | | a 7 | SS 
Sept, . lite tcienc.= | 1, 207, 589 |$26,087 | 1,406,801 |$19, 620 | 1,889, 504 |$27,097 | 1, 641,935 I $25, 531 
Canada-.-_-.....- wrpnese Lashes sccapeiies weak Guaitiaats 3, 931 105 66, 548 1,884 | 1, 564, $00 | 39, 204 
Finland_-_.__- --| 1,152, 506 | 20,846 | 1,069,930 | 20,074 | 592,808 | 12,260 |_.._.____- baits 3 
France Skah oaene 10, 685 941 22’ 989 | 991 E ce 
Germany 2.2.5 8.<.- 8, 400 | OOD bined ots a. dee bef ee Jee eal ios 
RIOR. | octane > eccpeedst annua 1, 600, hd dnctieetinntinel » dninaeadintedeet keine acaba aie 
United Kingdom 3, 487 A pe Lnachguptseunasunhedin=scnasline ceedings edt a 
Philippines 570% Oo RORLASL Bona dttey ch datdocudledasters bakwesestes Ai J 
Ritson Oeliee sx. 6s clskceaseus Basi’ sid fehl Genet s bys aa ce 58,352 | 1,300 
itis spina ewe long dips eetl Lompreinvless semensesinrtentalocaed intact iewemmcenidonyh ann od Leek oneda a 
Australia asa bee kewe eae lag alia tere chee celts wie cecasendinencenaa 
Latvia 173, 582 3,662 | 260, 684 SUMED aoe ae ee cells shoe teéeb oe one Bau eess 
Poland and I Janzig _____| 64, 874 2,227 | OC SUR Ra is ich ie cea Lega 
es Binicnstsncned BOE RID 1 tS, SEG bein dd sgb bien acdhgiankhseshad be-bk aa eae Dwain 
Se iicae sated caaaien 16, 270 478 | 9, 149 260 74, 321 1, 241 | 204, 304 | 2,944 
ae 878, 2 272 “61, 651 2, 859, 276 | 49, 654 | 2, 623, 181 | en | 3, 469, 670 | 68, 979 
\ i t 
Source: Bureau of the Census. 
PLYWOOD IMPORTS 1542-45 
Plywood imports for consumption 
Square feet Value 
aia eacnadiombiiale ecliienion | = al 
1942—4209.3 Birch plywood (all Canada)... ................-....--------.------ 11, 323 | $405 
See. SRR RP ee OI i iid wead ete cawieapcsckenwenteus 210, 962 6, 901 
——SSSSS—S=I4 SY _—_ = 
S00b-<ENS 200 | Phen Wi iin ion. acai inks Gable sete ok dseees 3, 980 | 1 4, 438 
COIR tr Lak ul nw iste supa bene dased ele wanes a 3, 847 4,414 
United Kingdom shades doing ct wlncei adie mien sound siiniduieib ake 83 | 24 
4209 500 Plywood, except birch and alder._..................-..-..-.---- $332. . ace 237 
MOO 5 ao cininccctiiauueekewdsccnees eseedoinn <cundhabaeens 1, 282 122 
CFR swiss cccndbnsakicdiabic iced bake ceteiaten aboanddan 4, 050 115 
BEI. oo 5. p.cis wre panne cms nndeaninn ss saw Ei ancas ceeded 1982 INE aie 122 
1944—4209 300 Birch plywood. a (*) | (4) 
GORD ERD OE BE a oa iets was dh eating nb cnt sciebeactlnns an (4) (4) 

4209 500 Other plywood (all NER eee ec eee 1, 156 | 278 
1945—4209 300 Birch plywood (all Canada).............-.........-----..-.-.- 604, 710 | 58, 593. 
GERD GOD . Baer Wan hiv on he ee a tees (4) | (4) 

4209 500 Other plywood, except leit Oink WIS. 5 coe akoeccens 183, 719 30, 785 
Cao iiss nica ncccbiadn append Teen ii | 128,089 | 14, 969 
POUND goa. nic cdnsnedvecnnaduddcdsnni eit anesen 55, 630 15, 816. 





1 Imports for construction or general imports. 


2 Imports 
Source: 


for construction. 


3 General imports. 
4 No transactions. 


From Foreign Commerce and Navigation of United States. 
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United States plywood imports, by country of origin, 1946-49 


(Quantity in square feet, surface measure; value in dollars} 


1946 | 1947 1948 


ia 


Quan- 


Quan- 
tity i 


Value Value 


Value Quan- | 


tity 


Sie cei ae 2 21, 952! $1, nel 858, 761| $69, 760 
$1, 152, 638/22, 894, 649/$3, 615, 937| 39, 535, 461/5, 091, 582/16, 849, 468 2, 043, 108 
837, 699/10, 911,910) 392,440) 306, 901} 28,534) 674,601) 47, 618 
95| 110 
9,984, 1,148 
bias 200 40 

225, 361| 2,714,901) 333,7 795, 679| 108,626) 417,876) 42, 231 
483} 570,638 A eS a eee : 
73, 685 57, 000 | 882,479, 20,977) 732, 582| 25, 270 


"2021 


6, 024| 
1, 368 


24, 380,043) 2, 302, 300)97, 100, 628) 4, 505, a9 42, 391, 883/5 , 313, 3, 370|19, 752, 016 (2 248, 018 











Source: Bureau of the Census. 


Valuation of United States plywood imports, by country of origin, 1946-49 


[Per thousand square feet, surface measure] 


1949 


$81. 21 
121. 26 
70. 55 

1, 100. 00 
114. 80 
200. 00 








121. 27 125. 34 113. 81 





Source: Bureau of the Census. 
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United States plywood imports, by country of origin, 1950-53 


{Quantity in square feet, surface measure; value in dollars] 


1950 
Country | 
|Quantity | Value 


Japan aoe 


Canada 


5, 127, 411! $305, 008 
|50, 048, 990.5, 977, 780 
| 1,308,322, 64, 206 

3, 450 
31, 131 
59, 748 


33, 307) 
j 109, 824) 
Surinam... ---- 627, 510 
French Equatori: al 
CS ee 
Germany. | 
Mexico 
Panama da wnt enti 
Netherlands. .______.| 
Sweden_. 136, 721| 
Brazil | 4,822, 934) 
Taiwan Se 
Spain 4 
Israel and Palestine __| 
Guatemala 
Belgium... Eo acaeaee 
United Kingdom..--| 
Canal Zone 
Austria 
Nigeria — 5 
Philippines 
Belgian Congo 
Chile - 
Denmark 
Cuba 
Union 
Africa 
Netherland Antilles_' 
Switzerland atte! 
Norway 
Yugoslavia _ 
Australia gn be 
British Malay: Oa 


| 304, 214 


of South 


Total_- 


Source: Bureau of the Census. 


163, 362, 034) 6, 671, 492 


1951 


Quantity | Value 


47, 242, 126 
3, 440, 292| 
19, 507| 
418, 430) 

1, 908, 491, 


6, 944, 007 
269, 525 
2, 521 


151, 074) 
307, 056, 
5, 444, 245 





128, 632| 18, 510) 


14, 231! 


an dar tw cg i aay ws 
165, 697) 
813} 


73, 870, 0 8, 928, 202| 





|Quantity | 


1952 


57, 094, 327/ 
4, 665, 133 
377, 929 
34, 169) 


| 2, 528, 912) 


591, 136; 
877, 324) 
928) 380) 
56, 096! 
110, 645 
57, 485) 
414, 434) 
95, 363) 
128, 537| 


117, i23| 


Value 


23, 152 
3, 114 
240, 844 


46, 404 
121, 458 
109, 803 
10, 442) 
19, 260, 
4,718 
22, 652 
4, 905 

16, 001) 


1953 


Quantity 


7Z, 594, 365 
6, 746, 613 
4, 393, 856 


3, 384, 873 
2, 200, 709 
2, 130, 220 
1, 512, 003 
977, 120 
615, 868 
491, 320 
440, 885 
400, 419 
377, 181 
319, 272 
178, 876 
119, 208 
102, 311 
149, 755 
99, 050 
99, 967 
118, 072 
17, 469 

8, 730 


Value 


12, 924, 820 $1, 026, 997/17, 342, 330 $1, 099, 778/104, 978, 697/$6, 870, 873 
8, 714, 459| 50, 847, 400) 7, 618, 155 
351, 186) 31, 893, 812 2, 690, 004 


620, 316 
371, 899 
378, 800 


11, 106 
1, 398 
1, 876 
1,009 





85, 781, 924 





|10, 823, 934 








Hardwood plywood imports, first half 1954 


Month 





Pi ci daacdnck sok esknccebcemuntianenton 


February 
March.. 
PE ative sebawanieks 


uantity 


square feet 


17, 469 
16, 028 


ao 


| 
thousand 
| 


19, 070 ons | 


708 | 
as | 


Value 


Value per 


thousand 


square feet 


e| geeeee 
3\/szssss 








Comparison by months of imports for first half of 1953 and 1954 





1953 


| 


1954 


Month 


| Quantity 


Quantity 


Value Value 


11, 696 | $1, 130, 345 | 
10, 735 
14,517 | 


17, 469 
16, 028 
19, 070 
24, 596 
26, 708 
29, 878 


$1, 451, 973 
1, 350, 810 
1, 640, 829 
2, 198, 734 
2, 183, 839 
2, 629, 654 


January 
February... 
March... 
April 
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Imports from principal countries of origin, feet | half f of 1954 





|} Quantity Value per 
Country | (thousand Value thousand 
square feet) square feet 


76, 798 $4, 993, 315 $65. 00 

oe 2 28, 384 3, 857, 417 135. 90 

PRI kin oipns a -<nascne<n us or we 13, 767 1, 336, 871 97. 00 
France....---.----------------------------- : 1, 791 147, 531 82. 37 
Italy_-_- sebeevesmebetbeyescesss 2, 807 154, 937 55. 33 
Surinam egoccees — = 1,973 180, 694 91. 58 
wees saws 785, O74 95. 40 








Quantity Value 
thousand Ve per thousand 
square feet square feet 


104, 979 $6, 870, 873 $65. 40 

50, 847 7, 618, 155 150. 10 

ile 31, 894 2, 690, 004 84. 50 

ase arsed A enc nctidndndannninese ee 7, 594 620, 316 82. 20 
. eS PES 6. 747 371, 898 54. 70 

Surinam Ee Ea 4,394 | 378, 800 86. 20 
Riek MR Dai hiccint necenitnnitination 13, 970 1, 497, 126 111.90 


Total - 220, 425 20, 047, 173 | 90. 60 





Comparison imports from principal countries of origin, first half of 1954 against 
yearly total 1950, 1951, 1952, and 1953 


[Thousand square =, surface measure] 





Japan _..- 27 | 12, 925 | wml 104, 978 
Canada_-- | | 47, 242 57, 094 50, 847 
Finland : 3, 440 4, 665 31, 894 
. | 3¢ 20 378 | 7, 504 
ee: senawee ada a 418 3f 6, 747 
Surinam _. te 5 1, 908 2, 529 , 304 


Other ___- j 7, 917 3, 740 | 3, 970 | 


Country Year 1950 | Year 1951 | Year 1952 | Year 1953 a5 | st Ist half 1954 
| 


73, 870 | 


Quantity increase 1950-54 


[Thousands square feet, surface measure] 


Quantity | Percent 
Quantity increase increase 
over 1950 over 1950 


63, 326 -+--- 
73, 870 10, 508 
85, 782 22, 420 | 
. 220, 425 | 157, 063 | 
1954 (estimated) -.........--- Hibs Ce athett*EEh Ebesasiuas . 300, 000 | 236, 638 
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Quantity changes 
1953 OVER 1952 
Principal countries of origin 
uantity 


(thousand 
square feet) 


1953 OVER 1950 
Year prior to duty reduction, principal countries of origin 


IV. UNITED STATES EXPORTS OF PLYWOOD, 1947-53, THOUSAND SQUARE FEET 
Softwood Hardwood Total 


43, 
1 


, . 


Vv. DOMESTIC PRODUCTION MARKET PLYWOOD 


Statistics on hardwood plywood production are not readily available for years 
prior to 1942. The following statistics for the years 1942-50 were obtained from 
the Bureau of Census, Lumber, Plywood, and Allied Products, Statistical Sup- 
plement 1950. These figures include production of both container type and 
captive plywood. A separation of figures on captive plywood from other types 
so as to accurately reflect the competitive product areas was not available until 
the second half of 1952. 


Production 
[Thousand square feet, surface measure] 


Container 
type 


(+) 
506, 000 


1 Not available. 
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Market hardwood plywood shipments, 1951 


{Thousand square feet] 


| Veneer core | Lumber core 
market | market 


lst quarter: , 
East of Rockies 1 164, 996 219, 723 
West coast 2 anon 3 20, 000 ; 


UR bie can UTR aS ol dae Bae 184, 996 19, 725 


2d quarter: 
East of Rockies__-- ~iel 1 149, 885 | 2 16, 282 
20, 204 |... 


170, 089 16, 282 


3d quarter: 
in ees 4 136, 691 | 211, 572 
SNA ISTUIL TIRE <six <i acsnsira tekepiscdeieinsnies ciation aatmeibaibsaeesaeicesbamaninblah tian ; 16, 493 | 


etek Woe iil... . 8s a ae eee 153, 184 
4th quarter: 
East of Rockies 4171, 142 
West coast ; 15, 667 | 
186, 809 


695, 078 | 60, 408 
755, 486 





1 Estimated on the basis that 40 percent of total report represented container grade. 36 percent of balance 
represented captive. Percentages obtained from figures for 1952-53. 

2 Estimated on the basis that 63.6 percent of total represents the percent of captive lumber core production 
in the 1952-53 figures. 

3 Estimated. 


4 Estimated on the basis that 36 percent of total was captive. Percentages obtaired from figures for 
1952-53. 


Market hardwood plywood shipments, 1952 


[Thousand square feet] 


Veneer core | Lumber core 
market market 





Ist quarter: 
East of Rockies 
West coast 


3 184, 634 | 
19, 890 





1 Estimated on basis that 36 percent of total was captive. See footnotes above. 
2 Estimate on assumption that 63.6 percent of total was captive. See footnotes above. 
? Bureau of Census, Facts for Industry. 
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Market hardwood plywood shipments, 1953 * 


(Thousand square feet] 


Veneer core | Lumber core 
market market 


ist quarter: 
East of Rockies 184, 544 
West coast 22, 140 


2d quarter: 
East of Rockies 
POR COND 27s 5k. < <3 5.3) cwutiies peaidaipebemnionwieenaancnminbadabedtia 


3d quarter: 
East of Rockies 
West coast 


4th quarter: 
BG ir IIL i. on << «-teneccte nanslie asnimadelatnieineininhtnisa es Gibeibice asa eeainieiaials 139, 871 
West coast 17, 264 


157, 135 





1 Bureau of Census, Facts for Industry. 


Market hardwood plywood shipments, first and second quarters, 1954 


{Bureau of Census, Facts for Industry] 








Veneer core | Lumber core 


lst quarter 13, 653 
2d quarter 151, 169 


VI. AN ANALYSIS OF DOMESTIC SHIPMENTS OF MARKET HARDWOOD AND IMPORTS OF 
HARDWOOD PLYWOOD IN RELATION TO DOMESTIC MARKET FOR HARDWOOD PLYWOOD 


[Figures are from Bureau of Census, with estimates as heretofore outlined] 
1951 


(Thousand square feet, surface measure] 
Lumber core 
East of Rockies (estimate) 
West coast 


Total___- 827, 432 
Ratio of domestic shipments to imports _-_-_______-_..---_--------- 
Domestic producers’ share of domestic market (percent) 
Imports share of domestic market (percent) 


1 Estimate for Ist quarter. Figures not available. 
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1952 


{Thousand square feet, surface measure] 








1st quarter | 24 quarter | ae = | 
Domestic production | estimate estimate | 3d quarter | 4th quarter| 


Year 


15, 576 15, 455 | 19, 503 19, 518 70, 052 
East of Rockies 139, 230 | 136, 584 | 155, 905 184, 634 616, 353 
West coast 16, 853 16, 567 | 22, 002 19, 890 75, 312 


761, 717 
85, 800 


171, 659 168, 606 | 197, 410 224, 042 | 
15, 000 17, 000 | 22, 800 31, 000 





186, 659 185, 606 | 220, 210 255, 042 | 847, 517 
Ratio of domestic shipments to imports-.-_- 11.4tol 9.9 to 1 | 8.7 to 1 | 7.2tol &.5 to! 





Domestic producers’ share of domestic Percent Percent | Percent Percent Percent 
92 90.8 89. 6 | 87.8 89.9 
Imports share of domestic market-- -| 8 | 9.2 12.2 10.1 








(Thousand square feet, surface measure] 


| 
Domestic production ist quarter | 2d quarter | 3d quarter | 4th quarter 


Lumber core 27, 048 | 23, 322 | 15, 135 80, 634 
East of Rockies, veneer core 184, 544 | 169, 018 | 5, 75 139, 871 | 642, 007 
West coast, veneer core 22, 140 | 26, 938 | 17, 260 81, 844 
; | 283,732}  219,278| 176,637 72, 266 804, 485 
Imports, Bureau of Census. --_-.-......--.-- | 36, 947 | 60, 455 | 63, 813 59, 209 220, 424 


270, 629 | 279, 733 240, 450 | 231, 479 1, 024, 909 
Ratio of domestic shipments to imports--__| 6.3 to 1 —3.3 tol | 28 tol 2.9 to 1 3.6 to 1 


¢ * | 
Domestic producers’ share of domestic Percent Percent | Percent Percent | Percent 
86. 4 78. 4 | 73.5 74.4 78.4 
Imports share of domestic market 21.6 26.5 25. 6 | 21.6 








First half of 1954 


(Thousand square feet, surface measure] 


2nd quarter 


Ist quarter (estimate) 


Total 
| 


13, 653 | 15, 385 | 29, 038 
155, 374 151, 169 | 306, 543 





169, 027 166, 554 335, 581 
52, 567 81, 183 | 133, 750 


221, 594 247, 737 469, 331 
3.2tol 2tol 2.5 to 1 
Percent Percent Percent 


Domestic producers’ share of domestic market 76.5 67. 
Imports share of domestic market 23.5 32.8 





VII. INVENTORIES OF MARKET HARDWOOD PLYWOOD AT PLANTS (EXCLUSIVE 
CONTAINER TYPE) 


[Bureau of Census, Facts for Industry] 
Thousands 
of square feet 
July 1, 1953 eee abe : SF ante 31, 831 
July 1, 1954- : 29, 240 
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VIII. LABOR {N THE DOMESTIC INDUSTRY 


Statistics on the total labor force of the market hardwood plywood industry 
are not readily available. So far as the applicant is able to ascertain such 
information has not been published by any Government agency. 

Forty-three of the applicant member companies report the number of workers 
in the first quarter 1954 as 7,325; 48 companies represent by number 30 percent 
of all companies producing market hardwood plywood, a fair estimate of the 
total number of plant workers engaged in the production of market hardwood 
plywood is 24,000 to 25,000. 

The 43 plants referred to above are geographically located as follows: 5 in 


South Central States, 21 in Southern States, 17 in North Central States, none 
from west coast. 


Employment survey of 43 market hardwood plywood plants 


Comparison of number of employees and hours worked for first quarter of 
1953 and 1954 shows: 


Total workers, lst quarter 1953 9, 075 
Total workers, Ist quarter 1954 7, 825 
Total reduction in foree_ __-- 1, 750 
Total reduction in force represents a drop of, percent 19. 3 
Total reduction in hours worked, hours___.---.--------------- 1, 408, 494. 2 
Total reduction in hours worked represents a drop of, percent-_- - 26. 8 
Total loss in pay $1, 985, 116. 88 


South Central (5 plants) 








| 
lst quarter 1953 | Ist quarter 1954 








Number employees 596 | 

Average workweek, hours 47.6 39.4 
Average total work hours per week ............-........------.----.. 28, 369. 6 20, 409. 2 
Loss in work hours Ist quarter 1954, hours 3 103, 485. 2 

Loss in take-home pay (average 98.5 cents per hour) $101, 932. 92 

DOT GE DINO SNES... «<3, ce detec cndcacdnStdunnnccdtelbeans ae on 78 


South (21 plants) 


lst quarter 1953 | Ist quarter 1954 





Number employees 4, 125 3, 464 
EDO TO iii iiciceractliveonsdbanmbaiwiankaee es 42.5 37.7 
Average total work hours per week 5 175, 312. 5 130, 746.8 
Loss in work hours Ist quarter 1954, hours 579, 254. 1 


Loss in take-home pay (average 98.5 cents per hour) $540, 637. 20 
Number of jobs lost 661 


North and Central (17 plants) 








Number of employees 

Average workweek, hours 

Average total number hours per week 

Loss in work hours Ist quarter 1954, hours 

Loss in take-home pay (average $1.285 per hour) 
Number of jobs lost 
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IX. FOREIGN PLYWOOD PRODUCTION 


The United Nations Food and Agriculture Organization in the June 1953 issue 
of Unasylva publishes estimates of world plywood production outside of the 
Iron Curtain. 

These figures sre submitted as the only known tabulation but it is believed 
that the estimates are on the low side. 

The figures are significant as they show that the production of softwood and 
hardwood plywood in Europe in 1951 increased 25 percent over 1950. Production 
is reported in cubic meters (1,100 square feet, %-inch basis), a conversion of the 
principal figures to square feet, %-inch basis is as follow-: 


{Production in thousands of square feet} 


1952 


1950 (estimated) 








Europe, total. .............-..- a ee nipeiiivnw mikienidammlitens 1, 199, 000 1, 496, 000 1, 320, 000 
Finland ! : 255, 300 | 345, 400 256, 300 
France _. | 117, 700 158, 400 157, 500 
Germany, West 409, 200 528, 000 | 460, 900 
Italy 2 deity 121, 000 154, 000 154, 000 
11 other countries_ : 325, 380 310, 200 289, 300 
North and Central America, tetal ; 3, 652, 000 , 136, 000 ; , 000 
Canada 314, 600 405, 900 , 000 
United States ? sie | , 333, 000 3, 729, 000 3, 630, 000 
South America total, 4 countries _._................-.----- i 110, 000 132, 000 , 000 
Africa total, 3 countries ahooiil 1, 100 1, 320 ‘ 

Asia total, 4 countries.._.............- Sa ; 187, 000 291, 500 297, 000 
Japan 3. . 163, 900 256, 300 

ge a ERE RS SS NE a ; 90, 200 | 90, 200 

Grand total (excluding U. 8. S. R.)_-_..-...-.-----.--- sawwpnad 5, 247, 000 6, 116, 000 5, 830, 000 


1 The U. S. Embassy gives the Finnish production figure for 1951 at 465,700 thousand square feet and 
344,800 thousand square feet in 1952 on a 34-inch basis. 

2In the figures for the United States, FAO estimates total hardwood plywood production including 
veneer core, lumber core, and container grade at 816,200 thousand square feet for 1951 and 726,000 thousand 
square feet for 1950. 

3 The U. S. Embassy states that the Japanese production was 536,823 thousand square feet on 34-inch 
haa for 1951 and this has increased to an annual rate in 1953 of 1,082,856 thousand square feet on 48-inch 

asis. 


From the above it may be deduced that the FAO figures were under estimations 
of the world production of plywood. 

The FAO figure for 1951 of all plywoods of 6,116,000 thousand square feet 
includes softwood plywood production which amounted to 3,400,000 thousand 
square feet. Deducting the softwood production the figure for world hardwood 
ie production would be 2,716,000 thousand square feet. Excluding a 

Jnited States production of 800,000 thousand square feet, the estimate for hard- 
wood plywood production outside the United States is 1,900,000 thousand square 
feet. As production has increased in many of the above countries, and new 
producing countries such as Israel, Taiwan, New Guinea, and others have entered 
the market, a fair estimate of production outside the United States would be 3 
billion square feet. 


X. IMPORT DUTY RATES AND RESTRICTIONS ON PLYWOOD IMPORTS BY THE PRIN- 
CIPAL COUNTRIES EXPORTING TO THE UNITED STATES 


In 1947 immediately following the war there was a tremendous demand for 
hardwood plywood from the foreign countries. This demand was wiped out in 
1948 by the restrictions imposed by the foreign countries on hardwood plywood 
imports. These restrictions which preclude the domestic producers from ex- 
porting hardwood plywood are as follows: It should be noted that these are 
current restrictions and exist in spite of the concessional reductions made by the 
United States. 
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Import Duty Rates AND RESTRICTIONS ON PLYwoop 
(Bureau of Foreign Commerce) 


BY SELECTED COUNTRIES 
. Japan: 
(a) Import license required 
(b) Foreign exchange allocated, little prospect for obtaining exchange 
(c) Duty ranges from free to 30 percent 
. Canada: 
(a) Duty 20 percent ad valorem 
(6) Duty on specialty plywood 
(1) Plywood for picker sticks, 10 percent 
(2) Okoume face, 10 percent 
(3) Metal faced, 20 percent 
(c) Sales tax of 10 percent of duty-paid value 
Finland: 
(a) Import license required 
(b) Duty free on pine, fir, birch 
(c) Duty on all other plywood 1 cent per pound 
France: 
(a) Import license required 
(b) Duty, fir plywood, 10 percent of c. i. f. value 
(ec) Duty, all other plywood, 20 percent of ce. i. f. value 
a (d) Plus tax amounting to approximately 20 percent of ec. i. f. value 
taly: 
(a) Import license required. Soft currency areas favored 
(b) Duty, softwood plywood, 22 percent of c. i. f. value 
(c) Duty, all other plywood, 18 percent of c. i. f. value 
». Surinam: 
Imports of forest products prohibited by law to protect local industry. 
French Equatorial Africa: 
(a) Import license required. Soft currency areas favored. 
(b) Duty, 12 pereent ad valorem 
. Germany: 
(a) Import license required 
(b) Duty, softwood plywood, 20 percent of c. i. f. value 
(c) Duty, all other plywood with few minor exceptions, 20 percent of 
c. i. f. value 
(d) Plus tax of 6 percent of duty paid value 
Mexico: 
Duty, 2 cents per 2.2 pounds plus 31% percent ad valorem. (Ad valorem 
figured on invoice value or Mexican official valuation whichever is 
higher) 


Xl. JAPANESE AND FINNISH PLYWOOD INDUSTRIES——PRINCIPAL EXPORTERS TO THE 
UNITED STATES OF UNFAIRLY PRICED HARDWOOD PLYWOOD 


The following information has been obtained through our Embassies in Japan 
and Finland. Requests for similar information on other countries have not been 
honored by the State Department which limits the number of such requests per- 
mitted to the Business and Defense Services Administration of the Department of 
Commerce. Without the assistance of BDSA no information would have been 
obtainable. Information on other countries should be obtainable but is not to the 
applicant. 

Veneer core hardwood plywood imports from Japan and Finland represent 57.4 
and 10 percent of the total plywood imports in the Ist half of 1954. In addition 
the hardwood plywood from those countries is, with the exception of Italy, the 
cheapest in price and lower in ad valorem duty value than all other countries 
exporting plywood to the United States. 

Although Canada is one of the larger plywood exporting countries no analysis 
of the Canadian hardwood plywood industry is included as the production costs 
in Canada are such as not to permit sale at prices comparable to the unfair prices 
charged by Japanese and Finnish producers. 

The following surveys include a comparison of costs of Japanese and domestic 
producers and Finnish and domestic producers. The domestic cost figures are an 
average of several companies and are believed to be representative for the industry. 
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There can be and is a variance in costs of the domestic producers. For injury 
purposes the highest domestic costs should prevail, however the averages used 
include both high and low cost producers. 

The primary factor to be considered in the analysis of costs is made on the unit 
of production (a thousand square feet) and so variance in the productivity of laber 
may not be alleged to be a factor. 


Japanese plywood industri 


Number Plants, 226; Plywood manufacturing capacity, 1,200 million square feet 
Principal woods used in export grades of plywood: 


Percent Percent 
Lauan, Philippine mahognay - _- 81} Sen__--_- ; 7 
Japanese lime - - - - i 3} Birch__ 2 
Beech__- - - mi 4| Others__ : 3 


1953 Japanese production costs—grades 1 and 2, 8 feet by 6 feet by % inch, 
per square foot 


| 

| Approximate United 
States production 

costs, 1952 


Yen | Percent Cent 
Birch Gumwood 
’ 
| Cent Cent 

Veneer... nis al lt oan ateen cael 9. 90 57.0 | 0. 0275 0. 136 0. 028 
Adhesives (urea) ae 1. 50 8.6 | 00417 . 0062 0082 
Labor... Lusn 1. 50 8.6 | 00417 0442 0285 
Manufacturing costs and overhead - - 3. 00 17.2 | - 00833 0351 . 0351 

Packing and inspection__-...............-- 1. 50 8.6 . 00417 
we... 17. 40 100.0 | 04834 2215 0978 


Japanese domestic wholesale prices 


- Lauan, % inch, 3 x 6 feet, per square foot: 
Exterior (Phenol): 
Grade 1, ¥37=$0.103 
Grade 2, ¥35=$0.095 
Interior (Urea): 
Grade 1, ¥30=$0.083 
Grade 2, ¥28=$0.08 


Japanese f. o. b. export prices 


Lauan, 4 inch, 3 x 6 feet, per square foot: 
Exterior (Phenol) (no joint): 
Grade 1, $0.076 
Grade 2, $0.0715 
Interior (Urea) (no joint): 
Grade 1, $0.059 
Grade 2, $0.055 


Japanese prices for the above delivered United States port, per 1,000 square feet 


Exterior: Interior: 
eee. cont oc $76. 00 Grade 1 $59. 00 
Freight (west coast) __---- 4. 75 Freight (west coast) 75 
Insurance _ _ _ ; roa . 43 Insurance _ _ - . 43 
Duty, estimated____--.-- 15. 20 Duty, estimated 11. 80 
‘ 96 38 iD YS 
Grade 2_. Peet | oie ee Grade 2 55. 00 
Freight (west coast) ___ __- 4. 75 Freight (west coast) 4. 75 
Insurance _ _ - iB . 43 Insurance _ __ . 43 
Duty, estimated__._...._._. 14. 30 Duty, estimated__ 11. 00 
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Facts about Japanese plywood industry 


In 1948 there were 320 mills in operation. Marginal producers have been 
eliminated and there are now 226 mills. The mills are small with not over 
5 percent employing over 150 persons. Production increased from 51,125,000 
square feet per month in 1951 to 85,313,000 square feet in June 1953. At present 
manufacturing processes are being improved and new machinery installed under 
the impetus of Government regulations which permits depreciation rates up to 
50 percent the first year on newly installed capital equipment. 

Importations of Lauan logs in 1952 amounted to 150,560,000 board-feet and 
in the January-July period 1953 to 136 million board-feet, an increase of 81.3 
percent. Manufacturing average wages and hours (per month): 


Production Nonproduction 
All employees | workers workers 





Lumber and wood products 9, 067 = $25. 20 £8, 340=$23. 20 *¥ 12, 103=$33. 60 
Paper and allied products *¥ 16, 318= $45. 30 14, 630 = $40. 80 £21, 596= $60. 00 
Pulp, paperboard £17, 218=$47.80 | 315, 559=$43. 20 22, 117=$61. 40 
Industrial average *¥13, 343 =$37. 00 11, 908=$33. 00 £18, 571=$51. 60 


Norte.—Facts on Japanese plywood industry obtained from U. 8. Embassy, Tokyo. 


Time worked 


All empjoyees: Production workers: 
DE iin was conn a manne 203. 1 PE ntacccsacannawcnowe 202. 8 
Gn bis. nda aa 23. 7 Days--.. 


Finnish plywood industry 
{Number plants, 18; plywood manufacturing capacity, 542,400,000,000 square feet] 





Production 


Percent of 
( cn Exports production 


Square feet Square feet 
532, 230, 000 473, 105, 000 88.9 
376, 290, 000 95 


Swedish average production costs per cubic meter, birch plywood, 1953 





Approximate 
United States 
production 

costs per cubic 
meter, birch 

plywood 1952 


Raw material (including labor) 11, 200 Fmks. 


Manufacturing costs: 
Material and supplies 1,900 Fmks. 
Power and steam __- 2,500 Fmks. 
Manufacturing wages 5, 100 Fmks. 
Repairs 1,400 Fmks. 


10,900 Fmks. 
Overhead costs: 
Depreciation 926 
6, 674 


7, 600 
1,000 








| 30,700 Fmks. ($132.01 | 
| | 


1 cubic meter = 1,695 square feet one-fourth-inch basis. 

Production cost on one-fourth-inch basis is $0.077 per square foot or $77 per thousand square feet. 

United States production cost on one-fourth-inch basis is $0.2215 per square foot or $221.50 per thousand 
square feet. 
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Labor and social welfare charges account for a total of 46.8 percent of the 
total production costs; this amounts to 14,359 Fmks per cubie meter, or $36.40 
per thousand square feet. The average hours per 1,000 square feet of plywood 
is 32.45 hours, and the average wage is $0.582 per hour. 

The consumption of raw material varies and a consumption ratio of 150 cubie 
feet per cubic meter of plywood is considered good. Using this consumption 
figure and deducting 1,000 Fmks. from the cost for waste, the raw material costs 
at the works would be as follows: 


Price of raw material at works: 


Dollars per 1,000 
Per cubic meter: square feet 


3,800_.------------- Jowaliiles goegdde a: Sa ORO 
Eibach nib ntdeowne ail ta + is en: 3577 


~ oe 

: 21. 87 

—s 27. 97 

é a -. 34. 07 

As the other costs are constant and total the sum of $50.86, the costs of Finnish 

plywood would vary according to the quality of the log from a low of $60.52 to 
a high of $84.93, with the average $78.83. 


Domestic prices for Finnish plywood 
Per 1,000 square feet 
6 millimeters (44 inch) 
ahs $154. 00 
Saniiauraapie vacated 111. 80 


Grade B/BR eet ek 


Notre.—Facts on Finnish plywood obtained from U. 8. Embassy, Helsinki. 


Finnish prices, United States west coast port 
Per 1,000 square feet 
6 millimeters (\%4 inch) 
CD Filia asin oesieniinndanailnecn baatniaie de oat z $120. 07 


CI li sic apa anne ae me cases | ee 


Nore.—Prices obtained from plywood importer, Seattle, Wash. 


SUMMARY 


XII. NATURE AND EXTENT OF INJURY CAUSED AND THREATENED BY THE INCREASE 
IN IMPORTS 
1. Increase in imports 
(a) Increase Ist half 1954 over Ist half 1953, 37.5 percent. 
(b) Increase vear 1953 over 1952, 157 percent. 
(c) Increase vear 1953 over 1952 by principal countries of origin: 


Japan __- es .. 506 percent or 87,636 thousand square feet 
Finland __-_- --_- .- 583 percent or 27,225 thousand square feet 
1,936 percent or 7,126 thousand square feet 
19,650 percent or 1,865 thousand square feet 
Surinam 73.7 percent or 1,865 thousand square feet 
2. Downward trend in shipments . 


(a) Steady decline in shipments by domestic industry from 453,010 thousand 
square feet in first half 1953 to 335,581 thousand square feet in first half 1954, 
a decrease of 117,429 thousand square feet. 

(b) Domestic shipments were 26 percent less in first half of 1954 than first 
half of 1953 and imports were 37.5 percent higher over the first half of 1953. 
3. Downward trend in prices 

(a) Bureau of Labor Statistics shows the Hardwood Plywood Index as 108.4 
for 1953 and 101.9 for January and February 1954. 

(6) The BLS Index for All Commodities shows 110.1 for 1953 and 110.8 for 
January 1954. 


4. Downward trend in profits 
The trend of profits in the industry follow prices and shipments. A down 
trend in shipments and prices both indicate a loss of profits. There are no 
Statistics available on profits for the industry. A survey of a few companies 
indicates that the trend has been downward since 1951. This survey while 

57600—55—pt. 2——_53 
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fragmentary insofar as the entire industry is concerned establishes that profits 
on sales have declined from 12 percent in 1950 to less than 5 percent in 1953; 
in dollar profit this downward trend resulted in a dollar profit in 1953 less than 
one-third of the dollar profit in 1950. 


§. Decline in sales 


Sales are the equivalent of shipments for the market hardwood plywood 
manufacturers. The decline in shipments establishes a corresponding decline 
in sales. 


6. Inventories are not an important factor as inventories at manufacturers’ level are 
controlled by order file 
7. Increase in imports relative to domestic shipments 


The following table illustrates the effect of the increase in imports in 1953 on 
domestic shipments: 


Domestic ship- 


Imports, thou- 
ments, thousand | sand square feet 


Si I Bie iiis no cso adekeksies ts See 


D6 GIRO WEB in onc ceikientcccndntoranicdins tidiicabdatentaonan 219, 278 60, 455 
ee rs cand cidabuines ote andseu enemas eaengatieataon w 176, 627 63, 813 
I I i sees ccs sea ec si ale ecpipi mica pas alamaiin aniseed Ming ieee al 172, 266 | 59, 209 
TP EEE Baca scccudnvsngusnckentaiiewimienbbdeetncbeeaaaasbensadl 169, 027 | 52, 567 
EE Bi cp cnvenicnrdacemnnkdene wanndebiaditidadeia aaa 166, 554 81,179 


8. Decline in proportion of domestic market supplied by domestic producer 
Shipments of domestic producers plus imports of plywood are practically equiva- 
lent to the domestic market for the purpose of determining the proportion of the 
market represented by domestic shipments. 
In 1951 domestic producers had 91.1 percent of the domestic market. In 1952 
and 1953 and the first half of 1954 the domestic market was distributed as follows: 





Domestic 





{ 
producers linports 
| 
| Percent Percent 
er a I on ee oor roe coo eee bai cane once 92.0 | 8.0 
2d quarter _. 90. 8 | 9.2 
3d quarter 89. 6 | 10.4 
4th quarter 87.8 | 12.2 
1953—-Ist quarter 86. 4 | 13. 6 
2d quarter_. 78. 4 | 21.6 
3d quarter____ 73. 5 | 26. 5 
4th quarter_. 74. 4 | 21.6 
1954—1st quarter ‘ 76. 5 | 23.5 
Bee GIN icine s nccicevanmminsecsastsepenndednedad wean | 67.2 | 32. 


CONCLUSION 


It is respectfully submitted that the facts presented warrant an investigation 
by the Tariff Commission under section 7 (a) of the Trade Agreements Exten- 
sion Act of 1951, as amended. 4 

The injury to the domestic market hardwood plywood industry is the result 
of the duty on customs treatment reflecting the concessions in 1936, in 1949, and 
in 1950. The reduction on the duty has resulted in an increase of imports and 
an unfair price on imported hardwood plywood which is much below the price 
required by the domestic producers in order to remain in business, 

It is believed that the Tariff Commission’s investigation will sustain the fact 
of injury to the domestic industry and we, therefore, respectfully request that a 
recommendation for modification of the concessions be made coupled with a 
finding that a quota on plywood imports is necessary to prevent injury to the 
domestic industiv, 

Harpwoop Piywoop INstiTuTE, 
WasHINGTON 6, D.C. Rosert N, Hawes, Ailtorney. 


The Cuairman. The committee will stand adjourned until 10 
o'clock in the morning. 
(The following material was submitted for the record:) 
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STATEMENT OF DONALD LINVILLE, EXECUTIVE SECRETARY, HARDBOARD ASSOCIATION 


My name is Donald Linville. I am executive secretary of the Hardboard Asso- 
ciation, Chicago, IL, a trade association of domestic hardboard producers. I 
file this statement on behalf of the members of the association and other hard- 
poard producers in the United States, in opposition to portions of H. R. 1. 

First, a word about hardboard. From a simple origin in a laboratory in 1926 
as a way to use sawmill slab waste and edgings, hardboard has become a product 
of hundreds of uses in every walk of life. Few automobiles or TV sets are built 
without it. It may be found in nearly every home and office in some form. It is 
used as paneling in the lumber, furniture, and millwork industries; and as in- 
terior finish, floor underlayment, paneling, and as forms for concrete in con- 
struction and remodeling. It is used in merchandising and display, transporta- 
tion, education, recreation, electronics, and manufacturing fields. 

Hardboard is simply a piece of tough dense wood taken apart and reformed 
mechanically into large wide boards for greater utility. 

Hardboard manufacture presents a real opportunity to more fully utilize the 
tremendous quantities of wood waste generated annually in this country. Our 
industry lives on the leftovers of lumbering operations. 

During World War II, hardboard became highly essential to the war effort 
and literally went to war. Virtually the entire domestic hardboard production 
was preempted for war uses. 

This essentiality and utilization of our forest resources have caused the Fed- 
eral Government since World War II to encourage and foster in various ways 
the development of a large domestic hardboard industry. There are now 11 pro- 
ducing plants in the United States—2 in Mississippi, 8 in the forest areas in the 
Pacific Northwest, and 1 in Minnesota. An American invention, hardboard is 
now produced in more than 65 other plants located in 22 foreign countries. Since 
World War II large hardboard industries have developed in Sweden, Finland, 
and Canada that have been aggressively seeking expanded markets in the United 
States. The hardboard industry, here and abroad, is oné in which the ma- 
chinery and production facilities are the same or similar, there being no oppor- 
tunity for domestic producers to offset higher labor and material costs by greater 
manufacturing efficiencies. 

This statement is made in opposition to the greatly broadened power which 
H. R. 1 would delegate to the executive respecting tariffs and trade. It will com- 
ment first regarding the excessively broad power that would be granted dealing 
with matters other than tariff rate changes, and later regarding the proposed new 
authority to change rates. 

In a manner that is not recommended by the Commission on Foreign Economic 
Policy, H. R. 1 would go beyond any previous grant of power to the Executive 
dealing with tariffs by giving great broad power with respect to matters not 
heretofore considered in trade-agreement negotiations. These powers under the 
trade-agreements program have heretofore been limited to changing tariff rates 
up or down within prescribed limits. Now, it is proposed to authorize negotia- 
tions with respect to standards of treatment, quantitative import and export 
restrictions, customs formalities, and other matters relating to tariffs. The 
proposal is couched in such loose broad terms that it, in effect, constitutes— 

1. A turning over to the Executive of all congressional power over tariffs, 
placed there by the Constitution; and 

2. A backhanded approval of the highly controversial General Agreement on 
Tariffs and Trade (GATT), not only in the form in which it is now provision- 
ally aecepted, but also in the form being negotiated at this very time in Geneva. 

This abdication by Congress to the Executive in the field of tariffs will 
directly result from H. R. 1, as drawn, because under it the Executive could 
negotiate multilateral agreements, on a most-favored-nation basis, with respect 
to any matter in the entire realm of tariffs on which Congress has not heretofore 
legislated, which would preclude Congress acting thereafter except in direct 
violation of newly executed international commitments of this country. For 
example, the Executive under H. R. 1, could agree with one or more foreign na- 
tions that all import quotas will be banned by the United States, or that we would 
or would not follow a particular method of customs formality, which would 
thereafter completely tie the hands of Congress with respect thereto. 

Congress has on several occasions carefully refrained from approving or dis- 
approving GATT. The Randall majority recommended that GATT “be sub- 
mitted to Congress for approval either as a treaty or by joint resolution.” By 
what logic should Congress now give the Executive a blank check on that very 
subject matter? If this is not the direct effect of H. R. 1, then it should be 
clarified by proper benchmarks and guide posts. The Executive should carry out 
the legislative will through delegated powers, not make it. 
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In recognition of the fact that the Executive has about exhausted its present 
authority to reduce tariff rates under the Trade Agreements Act of 1953 (to re- 
duce or to increase duties by an amount equal to 50 percent of rates existing 
on January 1, 1945, in carrying out trade agreements), this bill has as another 
of its basic purposes that of broadening the delegation of tariff rate-changing 
authority to the Executive. Instead of granting additional authority along 
traditional lines, H. R. 1 would grant rate-changing authority in three new 
directions : 

(1) It adopts a modification of the so-called French plan that would permit 
the negotiation of annual reductions over our entire tariff schedule of 5 percent 
of present reduced duties a year for 3 years; 

(2) It authorizes, in connection with a trade agreement, the reduction of 
duties on products with very high rates of duty, selecting 50 percent as a ceiling; 
and 

(3) It authorizes a more rapid exhaustion of present authority, with or without 
receiving reciprocal concessions, to reduce tariffs by not more than 50 percent of 
rates in effect on January 1, 1945, on products which are not being imported or 
which are being imported in negligible volume. 

These provisions of H. R. 1 are urged despite the fact that the Randall Com- 
mission’s majority report expressly recognized that “by any test that can be 
devised the United States is no longer among the higher tariff countries of the 
world,” that “free trade is not possible under the conditions facing the United 
States today,” that international specialization of labor is not possible, that the 
trade-agreements program has not been tested because its operation heretofore 
has been in periods of abnormal economic conditions, and that unilateral action 
by the United States will not solve the world’s trade problems. (Rept., pp. 43-5, 
51-2.) 

Such delegation is urged despite the vigorous dissent by Congressmen Reed 
and Simpson to the Randall report’s recommendation in which they pointed 
out that during 21 years under the Trade Agreements Act our average tariff 
rates have already been reduced 70 percent; that the United States now stands 
seventh from the bottom of a list of the average tariff levels of 45 nations; and 
that any further reductions should be made on a selective basis, industry by 
industry, and commodity by commodity, after a careful analysis of the poten- 
tial impact of such cuts on each industry or segment of agriculture, their 
employees, and the communities in which they operate. 

Why is 5 percent the correct annual percentage limit instead of other per- 
centages, when as the Randall report points out, the impact of a tariff change 
is difficult to measure? Why will 50 percent and not some other percentage 
constitute a proper ceiling? 

In view of the very substantial reductions in our tariffs heretofore made in 
a 20-year trial period under the Trade Agreements Act, careful deliberation is 
desperately needed at this time to consider the effect of such reductions during 
periods of more normal trade conditions. We should consider what reciprocity 
our prior concessions have brought before giving away our remaining tariffs 
without obtaining reciprocal results from abroad. 

There is little rhyme or reason in the proposed annual across-the-board reduc- 
tions. The factors pertinent to the determination of tariff rates naturally vary 
product by product. The Randall report frankly recognized that while some 
of our rates are high, many other United States tariffs are low (print, p. 44), 
and that in the case of 2 of the 8 basic types of domestic industry, imports can 
be not merely serious but destructive to the domestic industry without tariffs. 

A similar fallacy is inherent in the proposed authorization to cut as much as 
50 pereent in any rate where there are only negligible or no imports. What 
does “not being imported” or “imported * * * in negligible quantities” mean, 
and what will be the effect of such cuts? Why, moreover, should the Executive 
be authorized to cut rates in half, without obtaining reciprocal concessions? 
Why should we now abandon the very keystone of the trade-agreements program? 

The complete lack of cannelization of the Executive’s action in the field of 
tariffs and trade inherent in H. R. 1 is particularly evident from its omissions. 
It fails to make any distinction between products and industries essential to the 
national security and those that are not, in granting power to negotiate trade 
agreements. It likewise fails to make any distinction between products and 
industries that process indigenous commodities or their byproducts that would 
otherwise be wasted and those that do not. It makes no provision for the appli- 
cation to imported goods or their manufacture of our national laws, such as our 
wage-and-hour law, social security, Walsh-Healey and other acts, with which 
domestic goods and producers must comply. These and other vital factors to be 
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considered in tariff rate setting, ignored under H. R. 1, are left to the Executive's 
discretion. 

Our concern over the granting of such new and extremely broad powers to the 
Executive stems in part from the dismal results obtained in the past 20 years of 
delegated tariff changing authority to obtain reciprocal concessions. While 
these results can be shown in various ways, they are particularly disappointing 
as to hardboard. A recent study, based on information obtained from the 
Department of Commerce, shows that while the duty on the garden variety of 
hardboard (14-inch untreated) imported into this country from Scandinavian 
producers is $2.72 per 1,000 square feet,’ representative foreign countries now 
impose the following “reciprocal” duties on United States hardboard when 
imported into such countries (assuming for comparative purposes a $50 per 
1,000 square feet wholesale price as the dutiable value) 








| 


| 
| Duty in dol- | Percent 

If exported to— | lars per 1,000 | United States 
square feet duty 





New Zealand !_...._--- ieetbtichowsddbenss sebO othe | $27. 74 | 1, 019 
NE Sis. deen sidnitstde cite rieindantdn igen eee ae 27. 06 | 995 
NN ae ak haa cere Rice eri ital initials Beatin ata nied ‘ 25. 00 919 
We ohhh eect dee es it a ee ee CE Ceue bs) | 22 § 24 | R17 
re EN se ee re) SEO ae sak acetede se 21.00 | 772 
BRO cntnipiserdecie ponent itn phil NCiiiipaigt NCEE Bia 10444 Fe5 20. 56 | 756 
UN "hn cette ahtieee marae eith <enneeanesataunseniiin : 19. 98 735 
We SG catebde cnn n dee coe aoe cee eb cceneancasn<keaill ; 16. 33 600 
OR eh i ab dad bd is wich tE Atte ch eedseqdsbbdbcsisotesess 12. 50 4609 
TRG}. ccatascctcsaorenaaertbldaapubitiiactubtcas diipttpeinadtue oe 12. 50 | 460 
Canada 3... ok A tin Bell aie acini tacinerten tattle li eee lal nal hae 11. 25 414 
Veen teen Saka as aol 10. 00 368 
Northern Rhodesia '___. 10.00 | 368 
Federal Republic of Germ: any 1. | &. 24 | 303 
Japan ! ciaiiiidee mideinils | 7.50 276 
Wormers ©) coca led es Sa dea endenudeouue ne 7. 20 265 
ROTI Bass icin cahdh ch enbkbsdibeh il sendnded doh <td dS and 5.74 211 
Union of South Africa !_..._......_-..--._- ba Siatidds dhediedh 4. 20 154 
Sweden 4... tia case cnts-sadiiosaoniarsiidaiemeepenmmnitmseainietets satis iatematiiade 3. 29 121 
Southern Rhodesia !._...._...-...-------. ae nahn 2. 50 92 
Win cs cabs iilbiedin ae ended Gi tasoiat ts J 1. 46 54 





! Indieates that import license is required. 
2 If duty were applied against cost, insurance, and freight as called for by tariff schedule it is estimated 
to be 20 percent higher. 
8’ Has imposed complete embargo in postwar period. 
4 Indicates that import licepse was required mntil Oct. 1, 1054. 























It will be noted that 15 of these 21 countries—or 75 percent of them—have 
import controls (in the form of license requirements, quotas, discriminatory 
exchange rates and controls, ete.) in force and effect, rendering many of the 
above duties “academic.” 

The Canadian situation is particularly discriminatory and lacking in “reci- 
procity.” While our tariff has been reduced through trade agreements from 
a 1930 rate of 30 percent ad valorem, to a present range of 7% to 15 percent, 
Canada has “reciprocally” reduced its duty from 25 to 22% percent (exactly 3 
times our 7% percent rate currently applying to imports of Canadian hard- 
board). Canada further discriminates by extending a preferential tariff rate 
of only 15 percent to British Commonwealth Nations—a preferential treatment 
equal to the entire amount of United States duty imposed against most hardboard 
imported from Canada. While Canada does not now impose import restrictions 
on United States hardboard (other than a grossly discriminatory duty rate), 
since World War ITI it excluded all shipments of United States hardboard at any 
price or duty for a 3-year period under its exchange control laws. 

This dismal record of “reciprocity,” which can undoubtedly be duplicated in 
industry after industry, requires that Congress refrain from broadening still fur- 
ther the Executive’s power to adjust tariff rates, without insuring reciprocity. 
This record relating to hardboard cannot be excused on any theories of interna- 
tional specialization of labor, for as Dr. MeArdle, Chief of the Forest Service. 
United States Department of Agriculture, recently pointed out, there is generated 
annually in this country over 16 million cords of wood waste suitable as raw 
materials for many forest products including hardboard, which if not used as 
generated will rot or be burned as waste and therefore gone forever—while 





1 When classified under par. 1413 of the Tariff Act of 1930, assuming a 750-pound weight 
and a dutiable value between $18.13 and $36.26 per 1,000 square feet. 
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only about 500,000 cords annually are now used by the domestic hardboard 
industry. It will be no surprise that in view of the lack of reciprocity abroad, 
export markets for domestic hardboard have simply dried up, less than 1 per- 
cent of domestic production being exported, for example, in the first 9 months 
of 1954, as compared to 8 to 12 percent in prewar years. 


STATEMENT OF INSULATION Boarp INSTITUTE 


This statement regarding H. R. 1 is filed on behalf of the Insulation Board 
Institute, a trade association of domestic insulation board manufacturers. 

Insulation board is used principally in building as an insulating medium against 
temperature changes. It is made of wood, cane and other vegetable fibers into 
sheets ranging from one-fourth inch to 1 inch in thickness which is cut into con- 
venient building sizes. Board seven-sixteenths inch and over in thickness is used 
in construction as structural sheathing, roof insulation, plaster base lath, build- 
ing board, or is used in the manufacture of acoustical tile, interior tile and 
plank, and insulating siding. Thinner board has a variety of uses ranging from 
shingle backer and building board to pipe gasket. 

In considering this proposal to extend and to broaden in various directions 
the Executive's tariff changing powers, the domestic insulation board producers, 
mindful of the broad basic objectives of the legislation, view with misgivings 
the rather discouraging picture of “reciprocity” they see as the results of over 
20 years of such delegated authority. Believing that sound world trade must 
be a 2-way street based on reciprocity, they see that in 20 years, although the 
United States tariff rates have been greatly reduced, reciprocal concessions from 
abroad have been notably lacking. Moreover, the impact of many, if not most, 
of our sharply reduced rates is just now being realized and appreciated in a 
more normal competitive economy. 

Many of these facts were confirmed by the Randall Commission report that 
recognized that by any test that can be devised, the United States is no longer 
among the higher tariff countries of the world, that international specialization 
of labor is impossible, that the trade-agreements program has not been tested 
because its operations heretofore have been in periods of abnormal economic 
conditions, and that unilateral action by the United States will not solve the 
world’s trade problems. 

In view of these lessons of experience and the less advantageous trading 
position in which our country now finds itself to obtain reciprocal concessions 
from abroad, we are greatly disturbed to find that H. R. 1 is being advocated to 
give the Executive power for the next 3 years— 

To reduce all of our existing tariff rates across-the-board by 15 percent 
in annual installments of 5 percent, by way of trade agreements ; 
To reduce to a maximum of 50 percent ad valorem all of our tariff rates 
in excess thereof, by way of trade agreements, and 
To exhaust present authority, with or without obtaining reciprocal con- 
cessions from abroad, by reducing rates in effect on January 1, 1945, by 50 
percent on articles not being imported or being imported in negligible quan- 
tities only. 
This is not a simple extension of authority to the Executive along traditional 
lines. It represents a new departure in several directions, enabling the Bxecu- 
tive to reduce all our rates to a common ceiling, to reduce all or most rates 
annually, and to change rates unilaterally without even attempting to obtain 
reciprocal concessions. 

Four aspects of this portion of H. R. 1 are particularly objectionable: 

First, the percentage limits on the proposed grant of tariff changing authority 
appear to have been virtually pulled out of the air. Why a 5 percent annual 
blanket reduction instead of some other or any such percentage? Why a 
maximum ceiling of 50 percent ad valorem on all our tariff rates? In view of 
the frank recognition in the Randall Commission report that the impact of 
a tariff rate change is difficult to measure, how can anyone know the effect 
of such new authority to reduce or increase tariff rates? 

Second, why is the Executive now to be expressly authorized to lower some 
of our tariff rates unilaterally within a prescribed limit, without even attempt- 
ing to obtain reciprocal concessions? This appears to be a frank disavowal 
of the reciprocity cornerstone of the trade agreements program. 

Third, there is a decided lack of benchmarks in H. R. 1 to guide the Executive 
in its exercise of its new powers to reduce tariff rates. Thus, there is no 
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direction to the Executive to make a distinction in lowering our rates by way of 
trade agreements (or unilaterally without obtaining reciprocal concessions )— 
(a) between products and industries essential to our national security 
and those that are not, or 
(b) between products and industries that process indigenous commodities 

or their byproducts (that utilize our great wood waste, for example) and 

those that do not, 
both of which directly affect insulation board and many other products. 
Neither is the Executive directed to take into account the effect, on competition 
in this country between domestic and foreign produced products, of the applica- 
tion to only domestic producers of our minimum wage, social security, farm- 
product price support and similar laws, each of which raise the costs of United 
States producers. There is a fundamental hiatus between the policy behind 
these latter laws enacted to assist our labor and farm groups, on the one hand, 
and the proposed new tariff policy, on the other. How can we be concerned 
at this time in raising the national minimum hourly wage applicable only 
to domestic consumers and at the same time be granting new powers to cut our 
tariff rates without any consideration being given to foreign wage costs? On 
these and other pertinent matters directly affecting the setting of tariff rates the 
Executive is apparently to be free to exercise its discretion. These involve policy 
matters that cannot be solved under the escape clause. Such a lack of guide- 
posts in ‘the proposed tariff rate changing authority constitutes a turning over 
to the Executive for 3 years of all congressional power over tariff rates, placed 
there by the Constitution. 

Fourth, why, in light of the present Tariff Commission study of our tariff 
commodity classifications under the Customs Simplification Act of 1954 to be 
completed in less than 2 years from now, should this new tariff changing authority 
be granted for 3 years from next June 30? 

There would appear to be many reasons for Congress to directly consider the 
matter and be in a position to act upon receipt of the Tariff Commission's 
report. 

There is in H. R. 1 another and even broader grant of authority to the Execu- 
tive which would go far beyond any previously delegated power dealing with 
tariffs. While prior authority has been limited to changing tariff rates up or 
down within fixed limits, it is now proposed to give the Executive great power 
respecting new matters not previously considered in trade agreement negotia- 
tions. These would include standards of treatment, quantitative import, and 
export restrictions, customs formalities, and other matters relating to tariffs. 
This proposal is framed in such equivocally broad terms as to constitute essen- 
tially an indirect approval, which Congress has heretofore not yet given, of the 
highly controversial General Agreement on Tariffs and Trade, not only in its 
now provisionally accepted form, but in the new and unknown form now being 
negotiated at Geneva. 

If Congress on several occasions has carefully refrained from approving or 
disapproving the GATT—if the the Randall Commission report recommended 
that the GATT “be submitted to Congress for approval either as a treaty or by 
joint resolution,” we strongly urge that Congress should not now grant the 
Executive a blank check on that very subject-matter. Congress, and not the 
Executive, should decide these basic policies. They should not be decided under 
delegated authority. 

For these reasons, we oppose the passage of H. R. 1 in its present form. 

Respectfully submitted. 

CHARLES M. Gray, 
Manager, Insulation Board Institute, Chicago 2, IU. 


UNEXCELLED CHEMICAL CorP., 
New York, N. Y., February 2, 1955. 
Hon. Witi1aM H. Bares, 
Member of Congress, Old House Office Building, 
Washington, D. C. 

Dear BIL: One of our wholly owned subsidiaries, the Ohio Bronze Powder Co., 
of Cleveland, Ohio, manufactures bronze powders of a very high quality, and 
over the period of many years has become recognized as a leader in that busi- 
ness in the United States. 

Recently there has been talk of reducing the tariff on bronze powders which, 
if done, would be disastrous to this company and to the entire industry. 
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Prior to World War I, the bronze powder industry was controlled by German 
manufacturers and only when importation of such material became impossible 
due to the war did this business develop to any size in this country. 

The industry has a decided German tinge, as most of the technical men in the 
United States plants in the early days came over from Germany. 

Prior to World War I, approximately 60 to 75 percent of the United States 
consumption was imported from Germany and prices were cut by the Germans 
to the point of practically destroying all United States competition. Even under 
the present tariff, the German competition is very severe and if the tariff is 
reduced, it would seriously injure American companies in this field. 

The labor rate in Germany for employees in the industry ranges from $15 to 
$25 per week (translated into United States dollars), as against $70 to $100 per 
week in this country—and labor constitutes approximately 50 percent of the 
cost of the finished product. 

To sum up: If a lower tariff is adopted, it will disrupt an old established indus- 
try and cause unemployment of highly skilled labor in this field. It could easily 
spell ruin to the entire industry. 

I know you can be of help in this situation and would personally appreciate 
your strenuous efforts to prevent the tariff from being lowered. 

With my best wishes, as alawys, 

Sincerely, 
BEN, 
BENJAMIN F. Crow ey, 
Assistant to the President. 


UNEXCELLED CHEMICAL CORPORATION, 


New York, N. Y., February 8, 1955. 
Hon. Jere Cooper, 


Chairman, Ways and Means Committee, 
House of Representatives, Washington 25, D. C. 


Sir: We strenuously oppose the adoption of H. R. 1 and in addition the further 
extension of the so-called reciprocal trade agreement, which in 20 years has 
accomplished nothing more than to expose established American business to the 
unfair competition of the world’s cheap labor. 

Present tariffs are already 75 percent below those existing in 1984, when the 
trade agreement program was launched. We would like to pose the question— 
how can the tariff possibly be reduced further without seriously increasing 
present unemployment? 

Prior to 1934, American lacemakers were paid four times the wages of French 
laceworkers. Deviiuation of the French franc had the effect of lowering wages 
in France so that today American workers earn eight times the wages paid 
French labor. The result—unjust competition. And this is just one example. 
Industry after industry in this country is being strangled by reason of unfair 
competition from abroad . 

In 1954, prominent domestic automobile manufacturers announced their plans 
to market in the United States cars which will be manufactured in their foreign 
plants. This is pessible in view of the fact that tariffs on automobile imports 
have remained static for 20 years. Moreover, tariff reductions on other com- 
modities have averaged 50 percent. 

Who is trying to destroy long-established American industry? Could it be 
the giants of mass production who have established foreign plants and are taking 
advantage of sweatshop labor abroad? 

The British have leveled critcism at our tariffs, although theirs are five times 
ours and involve rigidly controlled quotas. 

Our markets are giving way more and more to foreign competitors. Our 
tariff negotiations have been erroneously named for years—actually they repre- 
sent no reciprocity at all. 

We believe that on the tariff question it is the solemn duty of our congres- 
sional Representatives to insure our people continuous employment by protecting 
American industry. 

We therefore strongly protest against the adoption of H. R. 1 and implore 
Congress to seriously consider this country’s own precarious economic stability 


and advocate a tariff program designed primarily to better protect American 
citizens. 


Very truly yours, 
JAMES R. O’Connor, President. 


(Thereupon, at 5:50 p. m., the committee recessed until 10 a. m., 
Friday, February 4, 1955.) 
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FRIDAY, FEBRUARY 4, 1955 


Hovuser or REPRESENTATIVES, 
ComMMITTEE ON Ways AND MEANS, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in the main 
hearing room of the committee, New House Office Building, Hon. 
Jere Cooper (chairman) presiding. 

The CuarrMan. The committee will please be in order. 

The first witness appearing on the calendar this morning is Hon. 
W. J.B. Dorn. Is Mr. Dorn here? Come forward, please, sir. 

Of course we know you very pleasantly, Mr. Dorn, as our colleague 
in the House, but will you please follow the usual custom and give 
your name, address, and the capacity in which you appear, for the 
record? 


STATEMENT OF HON. W. J. B. DORN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF SOUTH CAROLINA 


Mr. Dorn. My name is Representative W. J. Bryan Dorn, of the 
Third South Caroline District, and I am here in opposition to this 
bill as presently drawn because of the effect that I believe it will have 
on our home industries. 

Mr. Chairman and gentlemen of the committee, I would like to 
say, of course, that I appreciate this privilege of appearing here very 
briefly and that I do not know half as much about this bill as you 
gentlemen do, because you have been in the hearings and you have 
studied it over the years. However, I do know as much as anyone, 
I think, about how it might affect the people I represent. 

I want to say in the very beginning that I have been a cotton farmer. 
I have never lived anywhere else in my life except on Route 4 and 
Route 4, Greenwood, where we used to grow cotton. We do not grow 
any cotton on my farm any more because during the time of the 
reciprocal trade agreements and all of that it has become impossible for 
me to make a profit growing cotton, so I no longer grow cotton. I do 
not blame all of that on the reciprocal trade agreements, but that 
happened during the time of the reciprocal trade agreement when we 
were led to believe that that was a cure-all for the cotton farmer. 
It has not been in Greenwood County, S. C. 

_ In 1920 we produced 41,000 bales of cotton; last year, 1,500 bales. 
It is impossible to grow cotton for a profit in my area of the United 
States today. 

Mr. Chairman and gentlemen of the committee, what have our 
people done in the meantime? They have gone into the textile 
manufacturing industry, and now I am afraid that that is being 
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threatened. I respectfully and humbly submit to you, Mr. Chairman 
and gentlemen of the committee, a few facts concerning that industry 
in South Carolina. 

Of the 1,996 plants in the State, 1,504 are textile plants or garment 
plants related to that industry. 

Before I go into that, however, I would like to say that one-third 
of our cotton crop is exported today. I remember the figures of some 
years ago, when it was 60 percent, but today one-third of our cotton 
crop is being exported. Two-thirds of it is being manufactured by the 
textile industry in America, most of which goes into domestic consump- 
tion; and if you hurt this domestic market, then you are going to hurt 
the cotton farmer. If you do anything to destroy or to impair the 
efficiency and output of this textile industry in America, which is 
consuming most of the cotton and using most of it, then you are going 
to hurt the farmer. 

I am appearing today as a farmer. I have no interest whatever 
personally in the textile industry other than that they are the largest 
industry in my district, and I try to represent them in Washington to 
the best of my ability; but I want it understood again that I am a 
farmer. 

Mr. Chairman, of the total wages paid in South Carolina to indus- 
trial workers, which amounts to $492 million annually, $398 million of 
this is paid to textile workers. The total cost of the product output, 
value of the product output, is $2.4 billion, $1.7 billion of which is 
textile products, so it is a vast industry down there. 

The people employed in South Carolina in all industry today 
numbers 192,000. 153,000 of the 192,000 are employed in the textile 
industry. Then another 90,000 farmers, farmers in addition to these 
employees in the textile industry, are related to it by the fact that they 
grow cotton. 

Mr. Chairman and gentlemen of the committee, this is an important 
industry in my State. My people are dependent upon it. Here is a 
very important factor, I think. It might have been called to the 
attention of the committee before and it might not have, but I can 
speak for South Carolina. Of the profit dollar, the sales dollar, in the 
textile industry after taxes, only 1 percent of that dollar is profit. 
The average of American industry is 4.4 percent. In the garment 
industry, which is related to the textile industry, the profit is only 
1.1 percent. And the highest profit of any organization in the country, 
as I understand it, is the petroleum industry with a profit of 10 percent. 

I would like to call that to the attention of the gentleman from 
Pennsylvania, 10 percent; in the textileindustry, only 1 percent. 
And when you hurt the textile industry, of course you are going to 
hurt the coal industry, and the steel industry, and all the rest of them 
that relate to the textile industry. 

I submit, Mr. Chairman, that if we lower the tariff on textiles when 
the profit is only 1 percent today, a very very, narrow margin, how 
can these people possibly show any profit? It very definitely will 
hurt our industry. 

Now I want to move into another thing, because I want to be as 
brief as possible. Only yesterday a businessman, a friend of mine, 
was in my office. I am not going to use his name as he preferred that 
I would not, and I am not going to say exactly where he is from 
except he is from the South. He is m the bagging business. He 
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manufactures bagging for cotton. You compress the bag and it goes 
around the cotton seed when it is compressed. 

He has a plant. I am not sure about this, but I think he borrowed 
money from the RFC to build this plant a few years ago. Of course, 
that 1s beside the point, but it was taxpayers’ money that he used. 
Today that plant is idle and it is practically a new plant; it formerly 
employed, 6 months ago, 200 employees. Today it is idle. Why? 
Because he is on his way to India to look i into the possibility of building 
another plant in India. He has a plant in India. Here is what he is 
doing, Mr. Mason. 

He is going to expand his business in India and bring that cotton 
bagging right back to this town in the South where that plant is idle 
today. He told me that is what he is going to do. He said, “I would 
rather expand the plant that I have there and put those people back 
to work’’; and he said “I cannot do it. I am going to where I can get 
the cheap labor.” That is a fact, Mr. Chairman. 

Here is the argument a lot of people use. They say “Well, what are 
you going to do about Japan? Are we going to let the Communists 
take it over?” We should have thought about that 10 years ago when 
we had this policy we had in Germany and a lot of countries. We 
thought about it. The enlisted men thought about it. We were 
opposed to tearing down plants because we knew it would affect the 
economy of that country in 10 years. 

Some of the people in Washington did not know it. However, I 
know men that only graduated from grammar school that knew it in 
Germany and in the Pacific at that time. That is water over the 
dam. They say Japan is going Communist today unless we bring 
all this stuff in here. 

Mr. Chairman and gentlemen. of the committee, if we do this, lower 
the tariff on Japanese textiles and let them come into America with 
the volume as outlined in this bill, what then? That is going to be 
a shot in the arm to the Japanese textile industry, and they will come 
back here in 3 years and say: ‘Well, now we are producing so many 
more textiles.’”’ They are producing 60 percent for export right now 
and they are going to say: “We need a further reduction of the 
tariff.” 

Our population has increased so much in the meantime. It is in- 
creasing about 2 or 3 million a year and I submit that this reduction 
would not cure their problem at all. It will aggravate that same 
problem. 

Mr. Chairman, I want to remind the committee that Dr. Malcolm 
Campbell, head of Textile School of the North Carolina State Uni- 
versity, went to Japan—I believe it was last year—and he is an ex- 
pert on textiles. I do not think anyone would question that. For 
these people who say “we can outproduce the Japanese; we have the 
know Son we are superior in that field of manufacture,’’ let me say 
to you this: That he came back and reported that in Pakistan and in 
India the average spinner takes care of 400 spindles, and in America 
we brag when the average spinner takes care of 2,400 spinners in the 
textile industry. But "Dr. Campbell said that in Japan he found 
spinners who took care of 3,200 spinners. And we talk about how 
“3 rior and more efficient our industry is. 

ou give them this shot in the arm that we propose under this bill 
nt ‘ee or 4 years they will take over the textile business of the 
world. 
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I want to warn some of the gentlemen of the committee who are 
interested in shipping that, remember, during World War II the most 
fabulous battleship in the world was the Yamato, I believe it was the 
greatest battleship ever built. 

When we say the Japanese do not have the know-how I would like 
to remind the members of the committee that the Zero was a very 
very good airplane, and they did not have the equipment and the 
things to build it with that we had in America. Yet it was a very 
good plane. 

I want to remind the committee that when I was in Japan 2 or 3 
years ago one of our Air Force generals took me out to Tachikawa 
Airbase. He said ‘We have 16,000 Japanese employed here and I 
would say they are the most skilled people in the world. The only 
thing you have to do’’, he said, ‘‘to get them to fix any machine made 
by man today is to show them a blueprint of it, even if they never 
saw it before in their life.” He said “they can take that blueprint 
and fix the most intricate machine that the American mechanical 
mind ever devised.”’ 

When we say that the Japanese cannot put out textiles as well as 
we can, that is, I think, a very unfounded charge, because I need 
only to remind you that it was a generation or so ago that Japan 
was a backward country and in that time, by adopting our methods 
and the methods of other people, they came very near conquering the 
world. 

Mr. Chairman and gentlemen of the committee, that is about the 
sum and substance of my statement. I do not want to take up the 
time of the committee. 

The CuarrMaAn. Does that complete your statement, Mr. Dorn? 

Mr. Dorn. Yes. 

The CHatrmMan. We thank you for your appearance and the 
information given the committee. 

Mr. Jenkins of Ohio will inquire. 

Mr. Jenkins. I just want to say, Mr. Dorn, that you, from a 
practical standpoint, from the standpoint of your own knowledge 
and your own experience, verify the statements of 15 or 20 very 
competent textile people who have been here to testify. They testi- 
fied from their experience in their own work as manufacturers of 
textiles and you are testifying from your experience as a cotton 
grower, and you agree with each other remarkably. 

Mr. Dorn. Thank you. 

The Cuarrman. Mr. Kean, of New Jersey, will inquire. 

Mr. Kean. Where in this bill does it provide that the tariff on 
textiles shall be reduced? 

Mr. Dorn. It gives the Tariff Commission the power to do that. 

Mr. Kean. It gives the President the power. 

Mr. Dorn. It gives the President. the power. 

Mr. Kean. If he thinks it is for the benefit of the United States. 

Mr. Dorn. It is the general understanding that that is the idea 
behind that. Of course. it may be that he will not do it if we give 
him this power. I hope he will not. I have a great deal of confidence 
in him. I want to say that right here. He is a fine man. 

At the same time we hear all over this country about the Congress 
giving up its power. That is one of the complaints I hear all over 
this country, not only in my district, but I speak of a lot of other 
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States, and then if we are going to continue to turn over to some 
commission, or even the President or the Supreme Court, the legis- 
lative power, I think it is bad. 

I am not saying that he will do that, but it gives him the power to 
do it. He can do it if he wants to. 

Mr. Kean. The Secretary of Commerce testified before us in 
response to a question from me that as far as the Commerce Depart- 
ment people were concerned, they would not favor a further reduction 
in the textiles. 

Mr. Dorn. That is good news and I am glad to hear that. 

Mr. Kean. As far as Japan is concerned, of course the reduction 
can be greater on certain items from Japan on account of the special 
provision in the bill with reference to Japan. Did you vote for this 
renewal of the reciprocal trade last year? 

Mr. Dorn. I voted against it for the first time. 

Mr. Kean. It is from that bill that the power for the negotiations 
with Japan probably would be exercised in this bill. The same pro- 
vision that was in last year’s bill is there. It probably will be exer- 
cized before any action on this bill under the provisions of the law 
now existing. 

Mr. Dorn. I voted against the bill last year for the first time and 
I can say from my own personal knowledge that certain types of 
print cloth manufactured in South Carolina or in Massachusetts are 
on sale today for 19 cents a square yard. ‘The same type of imported 
cloth is on sale in America today for 17 cents and 1714 cents a square 
yard. It is already coming in. We cannot do it. 

Mr. Kean. We have a textile industry, too, in New Jersey, of 
course, and we are worried about two things. One thing is the impor- 
tation and the second thing is that so many of our plants go down to 
your area. We do not like that. 

Mr. Mason. Mr. Chairman? 

The CuarrMAn. Mr. Mason, of Illinois, will inquire. 

Mr. Mason. Mr. Dorn, it does not give me any satisfaction or 
comfort to turn over the power to reduce tariffs to the President 
because the President, in turn, must under the situation turn it over 
to the State Department—not to the Commerce Department —and 
the State Department is still filled with do-gooders and internation- 
alists with their heads in the clouds; and they cannot see our own 
industries and our own labor. 

That is the thing that worries me. I never voted for this thing 
because I have always been opposed to the Congress giving its powers 
that the Constitution places in it to the executive department. 

Mr. Dorn. Mr. Mason, I was not going to mention that point 
because it is a little bit controversial. 

Mr. Mason. It is not controversial in my book. 

Mr. Dorn. I agree with you. I think that really if the idea behind 
this type of legislation is one worldism, then they should not camou- 
flage it in this bill. The State Department ought to come over here 
and say so, that ‘‘We are in favor of the people in your district going 
over there and building mills in India and Pakistan and all over the 
world. We are in favor of that at the expense of your own people.”’ 

Then, Mr. Mason, in order to allow them to do that we are taxed 


higher than a lot of these countries today to furnish the money to do it 
indirectly. 
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The CuarrMan. We thank you for your appearance and information 
given the committee. 


Mr. Dorn. Thank you very much. 

The CuarrMaANn. Next is the Honorable Henry A. Dixon. I under- 
stand he has requested that his appearance be deferred until this 
afternoon. 


The next witness on the calendar is Mr. William R. Schinn. Come 
forward, please, sir. 


Please give your name, address, and the capacity in which you ap- 
pear for the record. 


STATEMENT OF WILLIAM R. SCHINN, MEMBER, BOARD OF 
TRUSTEES, CHERRY GROWERS AND INDUSTRIES FOUNDATION 


Mr. Scuinn. Mr. Chairman and members of the committee, I 
am William R. Schinn, here to testify on House Resolution No. 1 for 
the Cherry Growers and Industries Foundation. 

The CuarrMan. You may be seated and proceed with your state- 
ment without interruption. 

Mr. Scuinn. I appear at this hearing on behalf of the Cherry 
Growers and Industries Foundation, the principal office of which is 
located in Corvallis, Oreg., for the purpose of discussing H. R. 1 from 
the point of view of the sweet cherry industry of the United States, 
comprising the growers, handlers, processors, and shippers of sweet 
cherries grown commercially throughout the United States. 

The sweet cherry industry is vitally interested in H. R. 1 for the 
reason that this industry to a large extent is dependent upon tariff 
protection on imports of brined cherries and finished maraschino or 
glace cherries. 

The Cherry Growers and Industries Foundation is a trade associa- 
tion of 18,432 growers, shippers, and processors of sweet cherries in 
California, Oregon, Washington, Idaho, Michigan and New York. 
It presumes to speak on these matters on behalf of the sweet cherry 
industry by reason of its wide membership among all factors of the 
industry. I offer for the record a list of the officers and members of 
the board of trustees of this organization. 

I am a member of the board of trustees of the foundation and have 
been directed by the executive committee of the board to present. this 
statement. My personal connection with the industry is as secretary 
and assistant general manager of Willamette Cherry Growers, Inc., 
a cooperative marketing association of cherry growers in Oregon’s 
Willamette Valley. 

Brined cherries, also known as “sulphured’’ cherries, are cherries 
which have been treated in a sulphurous acid solution as the raw stock 
for manufacture of maraschino, glaced, and candied cherries widely 
used by the confectionery, ice cream and bakery trades, sold as 
cocktail cherries, included in canned fruit salad or fruit cocktail 
packs, and bottled for household use. 

The domestic cherry industry is highly vulnerable to imports, by 
reason of the much lower foreign production and processing costs. 
There is a tremendous disparity between the labor costs in the 
foreign and American cherry orchards and processing plants. Basic 
wage rates prevailing in the Pacific Coast cherry brining plants 
are about $1.31 per hour for men and $1.13 for women, for unskilled 
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workers. Classified rates, such as for brine makers, barrel headers and 
mechanics, are much higher. 

These rates are exclusive of the cost of health and welfare coverage, 
overtime and double time, guaranteed minimum work periods, and 
other fringe benefits. 

In comparison, our latest reliable information is that Italian and 
French plants brining cherries for export to the United States have 
been paying average wages equivalent to from about 25 cents to 46 
cents per hour, inclusive of the value of certain Government benefits to 
workers, ‘These competitive foreign wage rates range between about 
one-fifth and one-third of our lowest base wage rates. 

Labor costs in growing and harvesting the American cherries likewise 
are far greater than those applicable to the Italian and French cherries. 
The foreign growers are content to receive prices amounting to about 
one-half of the American growers’ costs of production. 

These unavoidable differences in labor costs, which the American 
industry cannot possibly reduce or overcome, ‘are of critical signifi- 
cance, for more than 60 percent of the cost of growing and harvesting 
sweet cherries, and approximately 50 percent of the cost of brining 
and pitting cherries in the United States is cost of labor, despite 
recourse by the American industry to every practicable mec hanization 
in producing, handling, and processing t the eherries. 

The disparity between foreign and American production costs is 
not overcome by delivery costs. Ocean freight rates on brined cherries 
from Italy or France to the United States are less than rail or water 
rates on Pacific coast cherries to the eastern buyers. Even as to 
cherries grown and processed on the East coast, the shipping costs 
of the imports far from make up for the higher domestic costs. 

The present tariff rates, particularly the reduced rates on finished 
cherries, do not equalize these cost differences. Present import 
duties merely place a low floor under import prices. The domestic 
industry is now particularly vulnerable to French glace cherries, 
which have entered the United States in substantially increasing 
quantities since the second tariff reduction on those cherries in 1948, 
and at prices which American glace manufacturers report to be below 
their costs of production. 

The obvious purpose of H. R. 1, considered in the light of the ma- 
jority report of the Randall Commission, is to continue the course of 
widespread tariff reductions as ani nstrument of international politics. 
No doubt those nations which have been gratuitously advising us on 
our tariff policy and clamoring for further reductions of our already 
low duty rates, without manifesting any sincere intent to lift the 
artificial barriers which they so effectively maintain against our own 
products, will take this measure, if enacted, as an assurance of whole- 
sale reductions of our tariff rates, and accordingly will press vigorously 
for such reductions. 

We object to provisions of H. R. 1 which would authorize the 
President to reduce to a 50 percent ad valorem equivalent any and 
all rates determined by him to have exceeded that figure during 
such time as he may consider to be “representative.” The implic ation 
of H. R. 1 that any rate in excess of 50 percent ad valorem is excessive 
is wholly fallacious. For example, the present 9% cents per pound 
rate on pitted brined cherries is equivalent to 58.2 percent ad valorem 
if computed on the basis of 1952 imports, or 55.3 percent if based on 
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1953 imports; yet, as I have pointed out, the present cherry rates 
cannot possibly be considered excessive with relation to comparative 
domestic and foreign costs of production, and do not now give the 
American producers an even hong with the foreign producers in 
their own American markets. The American cherry industry should 
have more, rather than less, tariff protection than the present duty 
rates provide. We submit that the 50 percent ad valorem basis 
specified in H. R. 1 as one of the devices for tariff reduction is without 
adequate basis in fact, is delusive, and should be deleted from the bill. 

Certainly any such provision should be surrounded with limitations 
beyond the present ‘representative period” wording. The ad 
valorem equivalent of specific duty rates may fluctuate widely from 
season to season or even month to month, according to variations of 
market prices as affected by supplies available and many other factors. 
In fact, it is during times of domestic or foreign surpluses and con- 
sequent depressed prices, when the ad valorem equivalent of the duty 
rates is highest, that tariff protection is most urgently needed. We 
propose that any determination of ad valorem equivalent rate be 
required to be on the basis of a definite period of time, such as the 
previous 3 years, rather than left to the unlimited discretion of the 
President. 

Of similar concern to us are the provisions for possible 50 percent 
reduction of rates on commodities the President determines are being 
imported in “negligible” quantities. The bill does not define the 
word “negligible.” Does this mean inconsequential in comparison 
with imports of other commodities, or with the dollar average of all 
imports, or in relation to imports of the one commodity involved; 


and if this latter, then in comparison with imports of that commodity 
during what period of time? Even more alarming is the fact that this 
provision would make the quantity of imports, at the time the trade 
agreement is entered into, the controlling factor. 
Imports of brined cherries vary widely in volume according to the 
size of domestic and seg, crops or brined packs, price levels, and 
0 


even the extent of Pure Food and Drug surveillance of imports in 
any particular period. The imports at the time a trade agreement is 
signed may thus be negligible in comparison with imports of all com- 
modities at that time, or in comparison with the imports of brined 
cherries during the same time in previous years. The ‘negligible’ 
standard makes no allowance for prospective or potential imports. 
More than 20 million pounds of brined cherries were imported from 
Italy in 1929, before the present tariff rates took effect. Italy is 
reported to have more than doubled its cherry production since that 
time. Even if current cherry imports could be considered negligible” 
(and certainly they are not), such would not necessarily mean that 
present tariff rates are excessive or not needed. A dike erected 
against a known flood danger is not torn down merely because at the 
moment no water is pouring over its top. 

If multilateral trade agreements are to continue, or if tariff rate 
revisions are to be made in any other manner by Presidential action, 
then certainly peril point and escape clause procedures are essential. 
Future bargaining with foreign governments on trade matters must 
preserve for American industry the opportunity to compete fairly 
with foreign products in our own markets. If a trade commitment is 
found to have the result or potential effect of destroying that oppor- 
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tunity for fair competition, and thus destroying or seriously injuring 
the American industry concerned, there must be reserved a method 
for correcting that result. We, of course, disagree with and deplore 
the proposals of some individuals (who we note usually are from 
industries without serious import competition) that our Government 
deliberately sacrifice those of our industries which cannot survive 
without some import protection. 

We favor making the Tariff Commission’s determinations in peril 
point and escape clause proceedings mandatory upon the President. 
We feel strongly that if the purpose ot peril point and escape clause 
provisions is sound, and if the intent is to protect the opportunity 
of American industry to compete fairly with imports in the American 
markets, then there can be no proper basis for continuing the present 
authority of the President to disregard or veto the factual determina- 
tions of the expert Tariff Commission arrived at after public hearing 
and thorough competent consideration. The entire peril point and 
escape clause mechanism at the Tariff Commission level tends to be 
farcical so long as the President may arbitrarily and for reasons en- 
tirely foreign to the purposes of the peril point and escape clause 
provisions disregard the Commission’s findings. 

We strongly believe that the tariff should be taken out of Executive 
control, removed from the realm of international politics, and handled 
by the Congress as a domestic matter, with fact-finding functions final 
in the Tariff Commission. 

Our concern about these matters is not academic. More than one- 
third of the commercial sweet cherry production of the United States 
is now brined. Practically the entire large Michigan production of 
sweet cherries goes into brine, and from 75 percent to 90 percent of 
the New York crop. Oregon also brines most of its cherry production. 

The tariff-protected brined market is now the keystone to the advan- 
tageous and orderly marketing of the entire sweet cherry production 
of the United States. The fresh and canning markets, which before 
the rise of the cherry brining industry in the United States were the 
only markets for the sweet cherry crops, could not now possibly absorb 
sufficient quantities of the annual production of cherries to keep 
today’s sweet cherry industry in business. 

The domestic brined cherry industry has developed entirely since 
the Tariff Act of 1930 established the present tariff rates on brined 
cherries, and the rates on finished cherries which prevailed until 
reduced under the 1936 trade agreement with Italy. Prior to 1930 
it was impossible for the American growers and processors to com- 
pete with the cheaply produced foreign cherries, with the result that 
practically all brined cherries then used in the United States were 
imported. There was no important commercial cherry brining indus- 
try in the United States prior to 1930. This is an industry which 
was created and is largely maintained by tariff protection, and which 
would rapidly fall back to insignificant size without adequate tariff 
protection. 

The American cherry industry has no present or potential export 
market. It depends entirely upon its own domestic markets which 
it has developed by vigorous effort and enterprise to their present 
substantial proportions. Its tariff protection has been the cherry 
industry’s sole reliance upon Government assistance to date. We 
consider this to be far more wholesome for the industry, and for the 
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Nation as a whole, than any kind of Government subsidy program 
or public relief. We believe further than no piadtiontts type of 
Government support or relief program could sustain the American 
cherry industry if it were deprived of reasonable tariff protection. 

We are appalled by the apparently serious suggestions now being 
made that industries such as ours should acquiesce in the sacrifice 
of our hard-won domestic markets on the altar of international 
diplomacy, and that we be content with assurances that upon destruc- 
tion or serious limitation of our industry we shall all have the oppor- 
tunity of being retrained, relocated and rehabilitated at public 
expense. You can well imagine the reaction of an Oregon or New York 
cherry grower, who may have spent the larger part of his mature life 
in bringing his cherry orchard up to a point of economic production, 
when told that if the cherry tariffs are cut to the point where he cannot 
make a living out of his Sey orchard, the Government will pay the 
expense of relocating him in Detroit as an automobile mechanic, or 
in California to work in the airplane factories. 

Much of the cherry production in the United States is in areas best 
suited to that crop, and has been established under strong encourage- 
ment by the United States Department of Agriculture and by the 
State agricultural colleges, as the best utilization of certain types of 
land and for agricultural diversification. Loss of this agricultural 
industry in those areas could not be made up to any substantial 
extent by production of other commodities. A case in point is the 
specialized cherry producing district in the area of The Dalles in 
eastern Oregon. 

Land use committees of growers and Government officials set up 
for the purpose of considering what use might be made of such cherry 
acreage should it become necessary to pull the orchards have failed 
to jind any possible satisfactory alternative utilization for that land. 

A mature cherry orchard represents a heavy investment, and 
frequently constitutes a lifetime family enterprise. It cannot be 
converted under any circumstances to some other crop or usage 
without a tragic loss of time, effort, and investment. 

The growing of cherries is typically a small-farm family-size opera- 
tion. Lt is carried on in the United States by many thousands of farm 
families heavily reliant upon their ‘‘cherry money” for their livelihood. 

The great amount of hand labor required in the harvesting, packing, 
and processing of the cherry crop results in extensive employment 
and payrolls in the States involved. For instance, approximately 
6,500 people were employed in harvesting the 1954 sweet cherry crop 
in the Willamette Valley in Oregon which is served by the cooperative 
association with which I am identified. It is estimated that the 
gross returns from the 1954 crop brined cherries packed in the Salem, 
Oreg., area, covering the fruit itself, wages paid, and cost of the Oregon 
fir barrels, will total approximately $7 million. 

Our operations in Salem, Oreg., of course, are only a small portion 
of the United States cherry industry, but the economic importance 
of this activity to this one relatively small community indicates the 
substantial extent of the national industry when measured in terms of 
payrolls and returns to the many communities and separate areas 
involved. 

The American industry does not seek to exclude the foreign cherries. 
It does, however, require equalization of the cost of the foreign and 
domestic cherries, through the medium of import duties, so that the 
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domestic industry may continue to exist and compete fairly with the 
foreign cherries in its own domestic markets. We know very well 
and very clearly that without adequate tariff protection our domestic 
markets frequently would be demoralized and ultimately would be 
taken over by the foreign cherries, at least in years of normal foreign 
crops. The domestic industry could not exist under such conditions 
in the future, any more than it was able to exist under such conditions 
prior to the Tariff Act of 1930. 

H. R. 1 appears to be aimed directly at this and similarly protected 
industries. It is no comfort to us that H. R. 1 purports to dilute its 
lethal dosages over a period of 3 years. An untimely death, even if 
slow and agonized, would be the prospect for our national brined 
cherry industry. 

The CuarrMaANn. Does that complete your statement, Mr. Schinn? 

Mr. Scuinn. Yes, sir. 

The CuarrMan. We thank you for your appearance and informa- 
tion given the committee. 

Mr. Reed, of New York, will inquire. 

Mr. Reep. I want to congratulate you, Mr. Schinn. I, of course, 
am in deep sympathy with the position which you are in because I 
happen to represent an area where cherries are raised and of course 
they have the same difficulties. 

Imports today have almost destroyed their market. As far as I 
am concerned, I am with you 100 percent. 

Mr. Scuinn. Thank you, sir. 

The CuarrMan. Mr. Jenkins, of Ohio, will inquire. 

Mr. Jenkins. You seem to be well posted with reference to the 
cherry growers in this country. Do you know of any section in the 
country that will benefit by this proposed bill? 

Mr. Scuinn. Definitely not, sir. 

Mr. Jenkins. You know in northern Ohio and in Southern Ohio 
there are great quantities of cherries grown? 

Mr. Scutnn. Yes. 

The CuarrmMan. Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Stupson. I want to commend the young gentleman for a very 
fine presentation. 

On page 7 where you refer to the tariff wall, comparing it to a dyke 
which has been effective and has kept out an undue influx of some 
foreign product, you suggest that this bill gives authority to tear that 
dyke down simply because it has been effective, and that seems 
foolish, does it not? 

Mr. Scurnn. It certainly does to us. 

Mr. Simpson. Granting that authority, assuming it is used, it is 
simply granting permission to destroy the very purpose of having a 
tariff, is that not right? 

Mr. Scurnn. That is the way we feel about this bill. It does give 
authority to reduce the tariff wall against our own commodity, 
compared to the commodity of foreign countries, and ultimately will 
destroy our industry. 

Mr. Stupson. That grant of authority to cut a tariff arbitrarily 
simply because it has been effective is definitely designed to cut at the 
very point where the tariff has done a good job, is that not right? 

Mr. Scuinn. Yes, sir. Several features in the bill will become a 
progressive feature, particularly the point where it would reduce the 

tariff down equivalent to ad valorem of 50 percent. 
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Mr. Simpson. Yes. I think you have done a good job in your 
presentation. 

Mr. Scutnn. Thank you. 

The CuarrmMan. Mr. Holmes, of Washington, will inquire. 

Mr. Houmgs. Mr. Schinn, for purposes of the record, do you have 
available what reduction was made in 1936 in the Italian trade agree- 
ment to the present current rate of duty of 9% cents per pound? 

Mr. Scutnn. Yes, sir. The tariff that existed in 1930 on mara- 
schino and glaced cherries was 9% cents per pound specific duty and 
40 percent ad valorem. That was cut in 1936 to 9% cents per pound 
specific duty and cut to 20 percent from 40 percent ad valorem. 

Then again in 1948 the specific duty was also cut from 9% cents per 
pound to 7 cents per pound and the ad valorem duty was again cut 
to 10 percent ad valorem. 

Mr. Hotes. The specific has not remained the same since 1930? 

. Mr. Scuinn. Not on maraschino and glaced cherries, no. 

Mr. Houtmes. Thank you very much. 

The CuHarrman. Are there any further questions? If not, we 
thank you for your appearance and the information given the com- 
mittee. 

(The following statement was submitted for the record :) 


STATEMENT SUBMITTED BY S. M. WOLFF Co., of NEw York, N. Y., AN IMPORTER OF 
CHERRIES 


At the committee’s hearings on February 4, 1955, a spokesman for the Cherry 
Growers and Industries Foundation of Corvallis, Oreg., said that the United States 
cherry industry is “highly vulnerable to imports” and that the maintenance of a 
“dike” against imports is necessary to its survival. He said that wages in the 
United States were three to five times those in France and Italy and that ‘“‘the 
American cherry industry should have more, rather than less, tariff protection 
than the present duty rates provide.” 

However, this spokesman failed to bring out certain facts that are highly per- 
tinent to the question. He failed to show the statistics of production and im- 
ports, which demonstrate that imports are very small in relation to domestic 
production. He failed to state that most of the domestic brining operations are 
done by machine whereas in Italy they are done mostly by hand: this factor off- 
sets the disparity in hourly wage rates. And he failed to refer to actual prices ; 
the price of domestic cherries is 105 percent of parity. 

Complete statistics of production and imports for 1954 are not yet available; 
but the 1953 statistics are very revealing. In 1953, the United States production 
of sweet cherries alone was 182 million pounds, of which 66 million pounds were 
brined. In that year, imports of brined cherries were slightly less than 3 million 
pounds and of candied or glace cherries about 1.6 million pounds, giving total 
imports of about 414 million pounds. In other words, imports were less than 
214 percent of domestic production of sweet cherries alone, and even if total 
imports are compared with domestic production of only brined sweet cherries, 
they are equal to less than 7 percent. And yet the domestic industry has told 
‘the committee that they need more protection against imports. Of course, if 
statistics of sour cherries are included, the ratio of imports is much smaller. 

In 1954 (when the parity index for all agricultural preducts was 89), the 
average price received by United States growers of sweet cherries amounted to 
105 percent of parity. This certainly negatives any suggestion that the industry 
is in distress or needs additional tariff protection. And in considering this won- 
derful price, one must remember that the parity computation included the years 
1943-46 when cherry prices ranged from 130 to 149 percent of parity. In other 
words, if, during the war, cherry prices had been at about the parity level, instead 
of far above it, the 1954 price would have been even higher in relation to parity. 
Yet, in the face of this domestic prosperity, the domestic industry begrudges 
the small imports that the Italians and French have been able to ship us over 
present tariffs. 
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We have not had time to check the comparative wage rates presented by the 
domestie industry and frankly do not know whether the disparity of rates has 
been exaggerated. We concede that wage rates in France and Italy are sub- 
stantially lower than those in the United States, but we submit that this factor 
proves nothing unless it is related to standards of living and productivity. The 
domestic industry says nothing on this score. These standards are much lower 
abroad than here, and this factor offsets the disparity in rates. Productivity 
here is much higher because most of the processing operations are done by 
machine, whereas abroad they are done mostly by hand. The testimony of the 
domestic industry sets up only a scarecrow without substance. 

Recognizing the dangers of exaggeration, we have bent over backwards to give 
the committee a fair picture. We have made our statistical comparison from the 
most advantageous point of view available to the domestic industry. We have 
included the imports of glace cherries in our total, notwithstanding that the 
Cherry Growers and Industries Foundation does not represent the domestic glace 
industry. Imports of glace cherries are less than 1 percent of the production of 
sweet cherries represented by the foundation and could not possibly have any 
material effect on the operations of the members of the foundation. Furthermore, 
although inclusion of the statistics on sour cherries would show that the domestic 
industry has an even less impressive case for congressional consideration, we have 
omitted such statistics. In other words, we have limited our statistics to the 
commodities referred to by the foundation because we believe these facts are 
enough to destroy the specter of impending doom conjured up by the general 
statement of the foundation. 

There is, we submit, another factor deserving consideration; namely, the sus- 
tenance of our Italian allies, Italy being the principal source of our smal! imports 
of cherries. This is not to suggest that the Congress should put the interests of 
Italians above the interests of Americans, as the foundation darkly hints the 
Congress would be doing in passing H. R.1. Rather it is to suggest that in assay- 
ing what measures are best for America, we cannot ignore our friends abroad. 
The domestic cherry industry is prosperous and not threatened. But what hap- 
pens to our foreign friends if the Congress should follow the advice of the foun- 
dation and erect even more “dikes” against imports? 

Cherry growing and processing are natural industries in the south of Italy, an 
area where alternative employment opportunity is lacking and where the Italian 
Government has some of its worst troubles with the siren song of communism. 
We in America may fully understand the deception of that siren song and the 
dangers to him who would hear it. But do the people in south Italy? What 
would be their reaction to a story that the United States had decided there should 
be no market in America for any considerable amount of Italian cherries, even 
though the American cherry growers are getting 105 percent of parity? 

We believe that, rather than further restricting imports as asked by the Cherry 
Growers and Industries Foundation, the United States can and should permit in- 
creased outlets here for this product which is so important to the south of Italy. 
This would not harm any of our own people and would materially help and 
strengthen our friends in Italy. 


The CHarrMAN. The next witness is Mr. E. M. Norton. Is Mr. 
Norton here? Come forward, please. Will you give your name, 
address, and the capacity in which you appear, for the record? 


STATEMENT OF E. M. NORTON, SECRETARY, ACCOMPANIED 
BY M. R. GARSTANG, GENERAL COUNSEL, NATIONAL MILK 
PRODUCERS FEDERATION 


Mr. Norton. My name is E. M. Norton. I am secretary of the 
National Milk Producers Federation, 1731 I Street, Washington, D. C. 

The CuarrmMan. You have an associate? Please give his name. 

Mr. Norton. Mr. Richard Garstang, general counsel of the 
National Milk Producers Federation. 

The CuatrrMANn. You may proceed with your prepared statement 
without interruption. 

Mr. Norton. Mr. Chairman, if I may, I would like to file the 
statement for the record and discuss it briefly with you. 
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The CHarrRMAN. Go ahead, sir. 

Mr. Norton. The National Milk Producers Federation is a national 
farm organization with members located in 47 of the 48 States. We 
represent the 105 direct members with more than 600 submembers 
who in turn represent a half million dairy farm families throughout 
the country. 

We hold an annual meeting each year and it is on the basis of the 
resolutions passed at that meeting that we appreciate appearing 
here today to discuss with you some of the problems that we have 
discussed in that annual meeting as they relate to imports of dairy 
products. 

The federation is in favor of international trade and of expanding 
and developing such trade. We do not believe, however, that the 
expansion of foreign trade should be accomplished by sacrificing the 
well-being of the American dairy farmer. 

Twice in the last 5 years, in 1951 and in 1952, all segments of the 
dairy industry, including the producers, processors, and handlers, 
asked that imports of dairy products be permitted into this country, 
and it has not been granted. 

I make the statement then that we are in favor of foreign trade and 
in some cases we want imports of manufactured dairy products when 
we need them. We favor the effective control of dairy product im- 
ports whenever such imports would otherwise burden the operation 
of domestic agricultural programs or cause injury to American dairy 
farmers. 

We are disturbed over the expansion of power that would be granted 
to the President and to the State Department under H. R. 1 if it 
should be enacted in its present form. 

Specifically and primarily we are concerned about the fact that 
the bill would authorize the President to override section 22 of the 
Agricultural Adjustment Act under which agricultural import quotas 
are used to protect domestic agricultural programs from a destructive 
level of imports. 

Furthermore the bill would give to the President and through him 
to the State Department direct authority from Congress to commit 
the United States to a type of trade agreement such as the General 
Agreement on Tariffs and Trade. This, we believe, would threaten 
import controls. The grant of power to the President and to the 
State Department, which would negate present laws and the future 
authority of the Congress to protect American agriculture, appears 
in subparagraphs designated (a) and (b) of the bill. 

Subparagraph (a) contains new language which, briefly stated, 
permits the President to enter into foreign trade agreements contain- 
ing general regulatory provisions such as those now contained in the 
General Agreement on Tariffs and Trade. The wording would 
authorize the President to ratify the present GATT or to sign a 
revision of GATT, but subparagraph (a) furthermore includes a 
proviso which states that: 

No such provision shall be given effect in the United States in a manner incon- 
sistent with existing legislation of the United States; 
except as authorized by subparagraph (b). Subparagraph (b) pro- 
vides that trade agreements may be put into effect by Presidential 
proclamation. 
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Thus, the general effect of the exception which appears on the above 
proviso when read in conjunction with subparagraph (b) is to author- 
ize the President by proclamation under subparagraph (b) to put 
trade agreements into effect in the United States in contravention of 
existing law. 

Those are the bases for our fear that one of the harmful effects of 
H. R. 1 would be to make section 22 of the Agricultural Adjustment 
Act subservient to the trade agreement. 

We agree with the Secretary of Agriculture that the present language 
of H. R. 1 is so broad as to permit the President, by proclamation 
under subparagraph (b), to put trade agreement provisions into effect 
in this country in a manner inconsistent with the wishes of Congress 
as expressed in section 22 of the Agricultural Adjustment Act. 

Section 22 of the Agricultural Adjustment Act provides limited 
protection to the agricultural programs administered by the Depart- 
ment of Agriculture against a ruinous level of imports. The purpose 
of our agricultural program is to maintain the prices which farmers 
receive at a level of parity, presumably related to the cost of the 
things that farmers must buy, and thus maintain the purchasing 
power of this important segment of our economy. 

Dairy farmers are in a serious squeeze because of wages, living 
standards, and cost of production. Department of Agriculture figures 
show the hourly returns to dairy farm operators to be approximately 
49 cents an hour in the Central Northeast and 56 cents an hour in 
western Wisconsin. At the same time our domestic dairy product 
prices are substantially above world levels. For example, the support 
price for butter at New York is 58% cents per pound. The Depart- 
ment of Agriculture is currently maintaining its export price at 41 
cents a pound. This is the Department’s estimate of the world 
price of butter. 

That the actual world price may be somewhat below 41 cents is 
indicated by the fact that very little butter they have offered has 
been sold. 

With the duties that are applicable to dairy products there is 
about a 6%-cent margin between this world price and what butter can 
be laid down in New York. We think that is a good margin, and a 
good deal of butter would be brought into this country. 

Contrary to the general belief, consumers would not receive the 
benefit of a lower price per pound of butter because the imports 
would be sold at prices the same or only fractionally lower than the 
support prices. The Government simply would be obliged to buy 
under the support program additional domestic products for each 
pound of imports, or the support program would break down and the 
American dairy farmers would be out of business. 

Imports, if not controlled, would quickly impair the production of 
milk and dairy products in this country. This production, once 
impaired, could not be rebuilt overnight. It takes a period of several 
years to rebuild dairy herds and to replace dairy equipment. In the 
face of the present emergency we simply cannot let the domestic 
source of supply of milk and dairy products be imperiled by imports. 

In his message to Congress the President did not request the greatly 
expanded power that appears in H. R. 1. He asked for a 3-year ex- 
tension of the Trade Agreements Act and for a change in the standard 
governing reductions in tariff rates. We agree with that. As a 
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matter of fact, when we need dairy products in this country we do 
not care whether there is an import duty on them or not. 

Neither did the President ask Congress to ratify GATT in any 
way. Nor did the President ask for authority to override by proc- 
clamation under subparagraph (b) the existing laws of this country. 
Administration witnesses have not developed before this committee 
the need for these powers. No provision should be retained in 
H. R. 1 which would make section 22 subservient to the trade agree- 
ments. 

As the Secretary of Agriculture pointed out, H. R. 1 is broad enough 
to threaten agricultural import quotas under section 22. We have 
shown in this statement that it is broad enough to authorize Presiden- 
tial proclamations to override the laws of Congress in other respects 
and that it is also broad enough to commit Congress to the revised 
GATT, the terms of which Congress has never seen. 

Since these greatly expanded powers have not been requested there 
should be no objection to correcting the language in H. R. 1 to delete 
them. That can be done very easily by merely striking out the new 
language which H. R. 1 would add and leaving the grant of powers 
just as it is in the present law. 

Since 1947 the producers as well as all other segments of the dairy 
industry have been in complete and continuing confusion as to what 
the trade policies would be from year to year with respect to dairy 
products. Section 22 itself was never properly applied until 2 years 
ago. It was necessary prior to that time for the dairy industry, 
through Congress, to have enacted section 104 of the Defense Pro- 
duction Act. Now that section 22 is made operative and is function- 
ing and administrative officials have stated they have no intention of 
making it inoperable, is it not desirable to phrase H. R. 1 in terms 
that make this understandable to all of us? 

H. R. 1 is apparently designed to assure our friendly foreign gov- 
ernments of a permanent stable United States foreign policy over the 
years ahead. We agree that that is proper and desirable, but isn’t 
it also proper and desirable that our own people be assured of a 
program and a policy that will provide for them a sound domestic 
dairy program? 

This includes, in our opinion, proper application of section 22 of the 
Agricultural Adjustment Act. We also would like to see, at some 
time, protection for the American dairy industry when they go into 
foreign countries; build up a market with American capital and with 
American ingenuity. A program such as this was created in Mexico. 
In 1948-49 the Department of Agriculture subsidized the shipment of 
milk powder and butterfat into Mexico. That program was stopped 
and foreign markets who were subsidized were permitted to take over 
the entire market. 

It is not often that the entire dairy industry can get together in 
our complex problems and agree completely on all phases of any 
problem confronting us. However, in this instance the American 
dairy industry is united. We are united in opposition to any attempt 
to circumvent import controls on dairy products. 

Mr. Reed of the Dairy Industry Committee, and Dr. Guanmitz 
of the National Cheese Institute, who will testify here later, and 
the federation have worked over our statements in order to make it 
brief for you gentlemen. We fully endorse each statement that will 
follow us. 
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Thank you very much. 

Mr. Esernarter. Thank you very much, Mr. Norton. I assume 
you want the longer statement put in the record? 
~ Mr. Norton. Yes. 

Mr. EserHarter. Without objection it is so ordered. 

(Statement referred to follows:) 


STATEMENT OF FE. M. Norton, SECRETARY OF THE NATIONAL MILK PRODUCERS 
FEDERATION, BEFORE THE House Ways aND MEANS ComMITresr, ON H. R. 1, 
Fespruary 4, 1955 


THE FEDERATION REPRESENTS DAIRY FARMERS 


The National Milk Producers Federation is a national farm organization. It 
represents nearly half a million dairy farm families and the dairy cooperative 
associations which they own and operate and through which they act together 
to process and market at cost the milk and butterfat produced on their farms. 
Dairy farmers represented by the federation are engaged in the production of 
milk for market in 47 of the 48 States of the Union. Our bylaws require that 
at least 75 percent of the directors of the federation must be active dairy farmers. 

The federation represents 105 direct member associations and some 600 or 
more submember groups, all of which are farmers’ dairy cooperatives. Some 
of these are bargaining associations through which farmers bargain collectively 
for the sale of their milk. Others are manufacturing associations engaged in 
the processing and marketing of milk and butterfat in the form of manufactured 
dairy products. Every form of dairy product produced in the United States 
in any substantial volume is processed and sold by farmers’ dairy cooperatives 
represented by the federation. In terms of volume about one-fifth of the milk 
sold from farms in the United States is marketed through our member and 
submember associations. 

The federation, like other national farm organizations, holds an annual mem- 
bership meeting each year. These meetings are attended by dairy leaders repre- 
senting the viewpoint of producers who also process and sell milk and dairy 
products from coast to coast and from the northern to the southern boundary 
of the United States. At these meetings national issues affecting dairy farmers 
and the dairy industry are considered and discussed, and resolutions are adopted 
reflecting the aggregate views of the dairy farmers represented by the federation. 

Our purpose in appearing before this committee is to present for the information 
and consideration of Congress the views and the desires of these dairy farmers 
as expressed in these resolutions. 


THE DAIRY FARMERS’ POLICIES ON FOREIGN TRADE 


The federation is in favor of international trade and of expanding and develop- 
ing such trade. We do not believe, however, that the expansion of foreign trade 
should be accomplished by sacrificing American industry, American labor, and 
American agriculture. 

This country is committed to a high standard of living, a high price level, high 
wage rates, and to the maintenance of agricultural prices at levels which will 
protect the purchasing power of farmers. Our national foreign trade policies 
should recognize these facts, and trade agreements should not be entered into 
which will adversely affect the domestic agricultural economy. 

The privilege of regulating international trade is vested by the Constitution in 
Congress. By the same token responsibility for the trade agreements and for 
their effect upon American industry, labor, and agriculture rests squarely on the 
shoulders of Congress. Congress should accept this responsibility and retain 
control over the trade-agreements program. 

Any delegation to the President of this important power should contain ade- 
qa standards and safeguards. Trade agreements should be submitted to 

songress for approval before becoming effective, as treaties are, and Congress 
should retain the power to control the application of any trade agreement to the 
products of this country. 

We favor the effective control of dairy product imports whenever such imports 
would otherwise burden the operation of domestic agricultural programs or cause 
injury to American dairy farmers. 

We have opposed the General Agreement on Tariffs and Trade and the Inter- 
national Trade Organization. We have opposed the General Agreement because 
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of its restrictions on the use of agricultural import quotas as under section 22 
of the Agricultural Adjustment Act, restrictions on two-price farm programs, 
and its possible impairment of food and drug standards. e have opposed the 
International Trade Organization because it would take away from the American 
people their ability to obtain effective relief from Congress from the oppressive 
application of an improvident trade agreement provision. 

Ve have not wanted to oppose the foreign-trade policies of the Government, 
and the federation has earnestly sought, at successive annual meetings, to find 
its way clear to withdraw its objections to such policies. We have been unable 
to do so, because it is our sincere belief that those policies threaten very serious 
injury to the American dairy farmer and the American dairy industry, primarily 
in endangering the continuation of import controls. 


H. R. 1 WOULD AUTHORIZE GATT 


We are disturbed over the great expansion of power under the Trade Agree- 
ments Act that would be granted to the President and the State Department 
under H. R. 1, if it should be enacted in its present form. 

The President would be authorized under H. R. 1 to override section 22 of 
the Agricultural Adjustment Act under which agricultural import quotas are 
used to protect domestic agricultural programs from a destructive level of imports. 

The bill would give to the President, and througn him to the State Department, 
direct authority from Congress to commit the United States to a type of trade 
agreement such as the General Agreement on Tariffs and Trade. 

There is no provision in the bill to require such a trade agreement to be sub- 
mitted to Congress for approval before becoming effective. 

There is presently being negotiated at Geneva, Switzerland, a revision of the 
General Agreement on Tariffs and Trade as well as a revision of the international 
trade organization to interpret and administer it. The general agreement is com- 
monly referred to as GATT. The International Trade Organization, originally 
planned as the ITO, is now called the contracting parties. It is sometimes 
referred to as the little ITO. 

The President stated in his foreign economic message to Congress that the 
organizational provisions of the new international agreements being negotiated, 
that is, the new version of the ITO, would be submitted to Congress. He did not 
say that there would be submitted to Congress the provisions of the revised gen- 
eral agreement relating to agricultural import quotas, as under section 22, nor 
to two-price agricultural programs, customs formalities, sanitary standards, and 
other matters concerning foreign trade. The clear implication is that they will 
not be submitted. 

The expanded power which H. R. 1 would grant to the President to enter into 
GATT-type trade agreements would, we fear, be promptly used to commit the 
United States to the revised GATT now being negotiated at Geneva. 

We further believe that Congress will not be permitted to know what is in the 
revised GATT until after the United States has been committed to it. 


PRESIDENTIAL PROCLAMATIONS WOULD OVERRIDE THE LAWS OF CONGRESS 


In addition to authorizing the President to enter into the revised GATT, 
H. R. 1 would further authorize the President, by proclamation under subpara- 
graph designated (B) on page 3 of the bill, to put its provisions into effect in the 
United States in a manner inconsistent with the laws of the United States. 

The present general agreement has been put into effect in the past only on a 
provisional basis. This means that it has been applied in this country to the 
fullest extent possible, consistent with existing legislation. Attempts have been 
made to change existing legislation to conform to the provisions of GATT. One 
such attempt was made in a bill which was designated a customs simplification 
bill. However, Congress took out of the bill, before it was passed the features 
relating to GATT and passed only the provisions which were in fact customs 
simplification. 

H. R. 1 would make it unnecessary to ask Congress to change the laws to con- 
form to the trade agreements. The President would be authorized to override 
the laws of Congress through Presidential proclamation issued under subparagraph 
designated (B) on page 3 of the bill. 


SECTION 22 WOULD BE IMPERILED 
Agricultural quotas presently provided under section 22—which are so essential 


to the agricultural economy of the United States—have long been a target of 
foreign nations and of the State Department. 
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We understand that in the current negotiations at Geneva a determined drive 
is being made to impair their effectiveness. 

Foreign negotiators will have served their countries well if they accomplish 
this objective. Their countries will be able to ship their agricultural products on 
the supported United States market, thus forcing the Government to buy addi- 
tional quantities of the domestic production. It would amount to little less than 
a raid on the United States Treasury and would quickly break down the whole 
price-support program. 


THE AUTHORIZATION FOR GATT IS IN SECTION 3 OF THE BILL 


The additional grant of power to the President and the State Department 
appears in the paragraph designated (A) which begins on page 2, line 20, of the 
bill and extends through line 8 on page 3. This paragraph would revise section 
350 of the Tariff Act of 1930, as amended (19 U. 8S. C., see. 1351). That is the 
section which defines the President's power under the Trade Agreements Act. 

H. R. 1, as it presently stands, would rewrite the grant of power to read as follows 
italics added) : 

“(A) To enter into foreign trade agreements with foreign governments or 
instrumentalities thereof containing provisions with respect to iniernational trade, 

ncluding provisions relating to tariffs, to most-favored-nation standards and other 
standards of nondiscriminatory treatment affecting such trade, to quantitative import 
and export restrictions, to customs formalities, and to other matters relating to such 
irade designed to promote the purpose of this section similar to any of the foregoing: 
Provided, That, except as authorized by subparagraph (B) of this paragraph, no such 
provision shall be given fect in the United States in a manner inconsistent with 
existing legislation of the United Siates.”’ 

That part of the above provision which is not italicized is the exact wording of 
the present law. The italicized part is new language which H. R. 1 would add 
to the present grant of power. 

The General Agreement on Tariffs and Trade contains, and the revised GATT 
now being negotiated at Geneva will contain, we believe, provisions with respect 
to international trade, including provisions relating to tariffs, to most-favored- 
nation standards and other standards of nondiscriminatory treatment affecting 
such trade, to quantitative import and export restrictions, to customs formalities, 
and to other matters relating to such trade. When the new wording contained 
in the grant of power is carefully examined in relation to the present law, and in 
relation to the provisions of GATT, it appears quite clear that H. R. 1 would 
authorize a ratification of the present GATT or the execution of a revised one. 
This in itself would threaten import controls and forestall the hope of effective 
legislation for a self-help dairy program or a two-price system. 

Although the administration has contended, ever since the general agreement 
was entered into in 1947, that the grant of power contained in the present Trade 
Agreements Act authorized the execution of GATT, Congress has never acknowl- 
edged that its delegation of power was that broad. On the contrary, Congress 
has consistently refused to recognize GATT and in numerous enactments has 
carefully added language to prevent any possible interpretation of the enactments 
as an indirect approval of the Agreement. 

The enactment of H. R. 1 would, in effect, be a complete approval by Congress 
of GATT—this without any hearings as to what GATT contains or what its effect 
would be. Still worse, H. R. 1 would amount to little less than congressional 
approval of the revised GATT, the terms of which are still unknown to Congress. 
This is because H. R. 1 would authorize the President to enter into GATT-type 
trade agreements, either by ratifying the present GATT or by signing the revised 
one. 

THE AUTHORITY TO OVERRIDE SECTION 22 IS IN SECTION 3 


The new authority which H. R. 1 would grant to the President to put trade 
agreements, such as GATT or the revised GATT, into effect in the United States 
in & manner inconsistent with the laws enacted by Congress appears in the excep- 
tion to the proviso on page 3 of the bill beginning on line 4 and in subparagraph 
designated (B) on page 3 beginning on line 9 and reading as follows: 

‘Provided, That, except as authorized by subparagraph (B) of this paragraph, no 
such provision shall be given effect in the United States in a manner inconsistent 
with existing legislation of the United States. 

“(B) To proclaim such modifications of existing duties and other import restric- 
tions, or such additional import restrictions, or such continuance, and for such 
minimum periods, of existing customs or excise treatment of any article covered 
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by foreign trade agreements, as are required or appropriate to carry out any 
ee trade agreement that the President has entered into hereunder. _ [Italics 
a 5 

The language of subparagraph (B) is the same as the present law. Trade 
agreements are now put into effect by Presidential proclamations under subpara- 
graph (B). However, under the present grant of power, the proclamations may 
not be issued in contravention of existing law. 

The effect of the exception in the above proviso is to authorize Presidential 
proclamations under subparagraph (B) which would put provisions of trade 
agreements into effect in a manner inconsistent with existing law. This means 
that GATT would not need to be kept on a provisional basis. 

The authorization to disregard existing law as it appears in the exception to 
the proviso is stated in the negative and in a manner which does not reveal its 
true effect upon a casual reading. However, a careful reading of the exception 
in the proviso in conjunction with subparagraph (B) will disclose its real meaning. 
What the exception to the proviso really says, then, is that the trade-agreement 
provisions can be put into effect in this country in contravention of the laws of 
this country by Presidential proclamation under subparagraph (B). 

This is the basis for our fear that one of the harmful effects of H. R. 1 would 
be to make section 22 of the Agricultural Adjustment Act subservient to the 
trade agreements. 

We agree with the Secretary of Agriculture that the present language of H. R. 1 
is so broad as to permit the President, by proclamation under subparagraph (B) 
referred to above, to put trade-agreement provisions into effect in this country 
in a manner inconsistent with the wishes of Congress as expressed in section 22. 

This language would also permit trade agreement provisions to be put into 
effect in this country by Presidential proclamation in a manner inconsistent with 
section 8e of the Agricultural Marketing Agreement Act as amended by section 
401 (e) of the Agricultural Act of 1954. Section 8e authorizes import restrictions 
regulating the grade, size, etc., of imported fruits and vegetables when similar 
restrictions are applied to domestic products. 

The escape clause, food and drug standards, and possibly other laws would 
be involved in such a broad grant of power. 

Future legislation, such as agricultural programs using a two-price system 
would also be affected. Such programs are being considered for wheat and rice, 
and to a limited extent for dairy products. 


AGRICULTURAL PROGRAMS NEED IMPORT PROTECTION UNDER SECTION 22 


Section 22 of the Agricultural Adjustment Act protects the agricultural pro- 
grams administered by the Department of Agriculture against a ruinous level 
of imports. 

The purpose of our agricultural programs is to maintain the prices which farmers 
receive on a fair parity with the cost of the things that farmers buy and thus 
maintain the purchasing power of this important segment of our economy. 

We have learned from sad experience that without such programs better 
organized and more powerful groups will, as they have in the past, beat down the 
farmer’s prices until his purchasing power is diminished and he leads the whole 
economy into a depression. 

Wages, living standards, costs of production, and prices in this country are 
in general above world levels. This results in agricultural prices being supported 
at levels which are above the world levels. Obviously, the support programs must 
be protected against imports, or the higher prices prevailing in this country would 
draw the world surpluses to our doors. 

The domestic level of dairy prices with respect to parity is dangerously low. 
For the marketing year April 1954 to April 1955 the support level is 75 percent of 
parity. 

This figure does not tell the whole story, because it applies to all milk. That 
part of the milk supply which is in distress and which is supported by Government 
purchases is the milk used for manufacturing purposes. Its support level is 75 
percent of 884 percent, or approximately 66 percent. The purchasing power of 
the farmers producing this milk cannot long be maintained at this unfavorable 
ratio of prices received compared with the costs of things purchased. 

In this connection, Department of Agriculture figures show the hourly returns 
to dairv farm operators to be approximately 49 cents per hour in the central north- 
east, 59 cents ner hour in eastern Wisconsin, and 56 cents per hour in western 
Wisconsin (Agriculture Information Bulletin No. 128, p. 20). 

Even at the low returns for milk to producers, our domestic dairy product prices 
are substantially above world price levels. 
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For example, the support price for butter at New York is 58% cents per pound. 

The Department of Agriculture is currently maintaining its export price for butter 
at 41 cents per pound. This is the Department’s estimate of the world price 
level for butter. That the actual world price may be somewhat below 41 cents is 
indicated by the fact that very little butter is moving into world trade at that 
rice. 
The tariff on butter is 7 cents per pound on the first 60 million pounds, 14 cents 
on all over that. Shipping costs are about 4 cents per pound. These charges, 
added to a world price of 41 cents or less, mean that imported butter could be 
brought into the United States at 52 cents per pound or less. This leaves a wide 
profit margin which would act as a powerful magnet for foreign butter. 

Without import control, as under section 22, the foreign butter would come into 
the United States in large volume. The Government would be obliged to buy 
under the support program an additional pound of domestic butter for each pound 
imported. 

A similar situation exists with respect to cheese. In effect, there exists in this 
country an economy which is above the world level. This is particularly true as 
to wages, standard of living, the cost of production of agricultural products, and 
the prices of agricultural products. As long as this condition exists, import con- 
trols will be necessary to prevent a destructive level of imports. 


DOMESTIC FOOD SUPPLIES ESSENTIAL TO NATIONAL SECURITY 


Imports, if not controlled, would quickly impair the production of milk and 
dairy products in this country. This production once impaired cannot be rebuilt 
over night. It takes a period of several years to rebuild dairy herds and to re- 
place dairy equipment. 

In the face of the present emergency, we simply cannot let the domestic source 
of supply of milk and dairy products be imperiled by imports. 

Other countries should realize that the economic strength of the United States 
is important to them and that policies which tend to improve their economy at the 
expense of the sound economy of this country will not be to their benefit in the 
long run. 

It is not essential to world trade to engage in a process of carrying coals to 
Newcastle. Profitable foreign trade consists of an exchange of articles which 
the exporting countries have and which the importing countries need. Bringing 
dairy products into the United States when we already are sorely beset by an over- 
supply would surely be unwise. Yet foreign nations which profess to be our friends 
are demanding that they be permitted to do exactly that. 

We have not asked other nations to permit us to export to them our surplus 
dairy products in such a manner as to impair their domestic industry. They 
ought to extend to us the same courtesy and not expect to ship their dairy products 
here when we already have an oversupply. 

The United States has never been a very important factor in international 
trade in dairy products except during wars and the unsettled conditions immedi- 
ately following wars. The very heavy exports during the war largely represented 
lend-lease shipments to our allies, and in postwar years shipments of the United 
Nations Relief and Rehabilitation Administration and some shipments under the 
Marshall plan. Most of the war and postwar exports are attributable to war 
demands and in no sense represent normal commercial exports. 


H. R. 1 GOES BEYOND PRESIDENT’S REQUEST 


The President in his message to Congress did not request the greatly expanded 
power which appears in H. R. 1. He asked for a 3-year extension of the Trade 
Agreements Act and for a change in the standard governing reductions in tariff 
rates. He did not ask Congress to ratify GATT; nor did he ask for specific 
authority to ratify GATT himself or to execute a revised GATT. In fact, he 
did not indicate that Congress would have an opportunity to pass on the revised 
GATT, except for the part dealing with the new ITO. 

Neither did the President ask for authority to override by proclamation under 
subparagraph (B) the existing laws of this country. Administration witnesses 
have not developed before this committee the need for these powers. The 
Secretary of Agriculture testified against making section 22 subservient to the 
trade agreements. 

However, the changed wording of the grant of power in H. R. 1 is most signifi- 
cant. As the Secretary of Agriculture has pointed out, it is broad enough to 
threaten agricultural import quotas under section 22. We have shown in this 
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statement that it is broad enough to authorize Presidential proclamations to 
override the laws of Congress in other respects and that it is also broad enough 
to commit Congress to the revised GATT, the terms of which Congress has never 
seen. 

H. R. 1 SHOULD BE AMENDED 


Since these greatly expanded powers have not been requested, there should be 
no objection to correcting the language of H. R. 1 to delete them. 

That can be done very easily by merely striking out the new language which 
H. R. 1 would add and leaving the grant of fa just as it is in the present law. 
A form of an amendment to do that is attached. 

This would leave the President all the power that he has previously had under 
the Trade Agreements Act with respect to the reduction of tariff rates—but 
would not be a ratification of GATT with its serious implications to section 22 
protection of American agriculture. 

In order to avoid an subesgunn® inference that Congress has approved the 
regulatory provisions of GATT—many of which are contrary to the laws of 
Congress—or has approved any revision of GATT, H. R. 1 should be further 
amended by adding a saving clause similar to that contained in section 3 of the 
1954 extension. A copy of such an amendment is also attached. 


H. R. 1 RAISES A CONSTITUTIONAL QUESTION 


The Trade Agreements Act is a delegation of power from Congress to the 
President to reduce tariff rates. Standards are prescribed governing the reduction 
of such rates. 

The power to regulate international trade is vested by the Constitution in 
Congress. That is because Congress is representative of the people and is 
responsive to the will of the people. 

A broad delegation of this power without adequate standards and safeguards 
would be unconstitutional. The Secretary of State so informed the committee 
in his testimony on this bill. 

H. R. 1 in its present form goes far beyond reductions in tariff rates. It is 
little less than a complete delegation by Congress of the power over international 
trade. It even authorizes the President by proclamation to override the will of 


the American a as expressed in the laws of Congress. Yet the only standards 


rovided for the exercise of these great powers relate to reductions in tariff rates. 
Yo standards are provided respecting import quotas, export restrictions, national 
security, customs formalities, nor any of the other regulations of foreign trade. 
We believe such a broad delegation of power with respect to these other items 
without adequate standards for its exercise and without adequate safeguards would 
be unconstitutional. 
SUMMARY 


No trade agreement should be permitted to override the laws of Congress. If 
any of our laws need changing in the interest of foreign trade, they should be 
changed by Congress and not by Presidential proclamation. 

No trade agreement should be authorized which would prevent Congress from 
granting relief if later developments should prove that the provisions agreed to 
in a trade agreement were improvident, nor which would hamper Congress in the 
enactment of future legislation such as that relating to a two-price agricultural 
program for wheat and rice or a self-financing program for dairy farmers. 

We recommend that H. R. 1 be amended by taking out of the grant of power the 
authority to enter into GATT-type trade agreements and the authority to over- 
ride the laws of Congress—such as section 22—by Presidential proclamation. We 
reconmend that Congress retain control over the foreign trade program by 
requiring all trade agreements to be submitted to it for approval or rejection 
before becoming effective. 


PROPOSED AMENDMENT OF H. R. 1 


On page 2, line 21, after the word “thereof” insert a semicolon and the word 
“and” and strike out all the balance of the subparagraph through line 8 on page 3. 

On page 12, after line 16, add a new section as follows: 

“Suc. 6. The enactment of this act shall not be construed to determine or indicate 
the approval or disapproval by the Congress of the executive agreement known 
as the General Agreement on Tariffs and Trade.” 


Mr. Esperuarter. Are there any questions? 





TRADE AGREEMENTS EXTENSION 2223 


Mr. Reep. You have the large statement and then you have the 
brief statement. Is all the material that you presented in the short 
one in the large one? 

Mr. Norton. Yes, sir. 

Mr. Reep. Thank you very much. 

Mr. EserHArTER. Are there any questions? 

Mr. Reep. If there are no questions over there, I would like to 
congratulate you, Mr. Norton. There is one thing I have watched 
for may years: The consumers do not benefit as a result of these 
imports. 

Mr. Norton. No, sir. 

Mr. Reep. What happens when the imports drive out any industry 
or any market, dairy or otherwise? Immediately when they have 
killed that industry they raise the price and more than regain any 
loss, temporary loss, in destroying our industry; is that not right? 

Mr. Norton. Yes, sir. 

Mr. Reep. Thank you very much. 

Mr. Norton. In the meantime, Mr. Reed, the consumer never 
buys the product at a reasonable price margin. It follows right up to 
our support level and it may be an eighth of a cent on a wholesale 
basis, but he never gets the full advantage of the cost. 

Mr. Reep. I am deeply interested in what you have presented 
with reference to this bill, because I represent a large dairy segment in 
New York. 

Mr. EsperHArtTER. Mr. Jenkins, of Ohio, will inquire. 

Mr. Jenxins. While we did not get to follow your complete state- 
ment here, it strikes me that your story is told in this sentence: 

Since these greatly expanded powers have not been requested, there should be 
no objection to correcting the language of H. R. 1 to delete them. 

Mr. Norton. Absolutely. 

Mr. Jenxrns. In other words, you think that we could take H. R. 1 
and take out those parts that you oppose and without doing any 
affront of any kind to the President or anyone else, and then protect 
the great dairy industry in the country? 

Mr. Norton. Yes, sir. 

Mr. Jenxrns. I agree with you. 

Mr. Eperoarter. Mr. Simpson. 

Mr. Stmpson. Of course, you gentlemen are now talking about an 
affront to an American citizen and you are so right, but, believe me, 
if you take these things out of the bill which were put in unknown to 
the President, you are going to have all these countries in Europe 
sitting around looking for an agreement by which they are going to 
control this matter of our laws. 

You are going to have them unhappy, and this whole thing is done 
to salve them over and to get us into GATT. You have pointed it 
out here and you have suggested an amendment to get us out of it. 
They are not going to be happy because they have been led to believe 
by our negotiators that Congress is going to provide that they will 
never have embargoes or more tariffs or higher quotas. 

That is what the GATT agreement is for, where we make lots of 
concessions, and maybe they do, too; but we agree that we will not 


impose quotas or tariffs or other protective factors for American 
business 
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If we strike that out of this bill it is a pretty clear indication that we 
are going to hold those powers right here at home where they belong, 
and that is what you want us to do; is that not right? 

Mr. Norton. Yes, sir. 

Mr. Stmpson. What is your recommendation specifically? You 
have it right at the end. 1 wish you would repeat it. 

Mr. Norton. We would recommend that you can strike from the 
new language from H. R. 1, which has been added. 

tov Stimpson. When you say “new language added’”’—added to 
what? 

Mr. Norton. Let me give you here two pages. On page 2, line 21, 
after the word “thereof” insert a semicolon and the word “and” and 
strike out the balance of the subparagraph through line 8 on page 3. 

Mr. Simpson. That is a grant of power? 

Mr. Norton. That is right. 

Mr. Stmpson. Then you have one other very important one. 

Mr. Norton. On page 12, after line 16, add a new section, section 6. 
The words would be this: 

The enactment of this act shall not be construed to determine or indicate the 
approval or disapproval by the Congress of the executive agreement known as the 
General Agreement on Tariffs and Trade. 

Mr. Stmpson. Do you not believe that if Congress does, as you have 
suggested, include in a law a statement to the effect that we are not 
to be interpreted as supporting GATT, we are really doing a favor to 
the rest of the world because we are telling them the truth? In the 
long run Congress is not going to surrender powers, and we cannot 
surrender powers the Constitution gives us in the first place, and we 
are going to protect ourselves in the critical time just as well as the 
other countries do, even if we do have to use quotas and high tariffs 
and limitations. Is that not so? 

Mr. Norton. That is correct; yes, sir. 

Mr. Simpson. I think it is grossly misleading to indicate that we 
might join an international agreement and surrender, or that we 
could surrender, those powers. 

Mr. Norron. That is right. 

Mr. Stupson. I think other countries of the world ought to realize 
just that. 

Mr. Norton. I think it would be the best thing for them. Cer- 
tainly it would be the best thing for us. 

Mr. Stmpson. So do I. I respect them for this. In the past when 
they got into a serious position, they imposed a quota against us ship- 
ping into the country. It is proper for them, and I do not criticize 
them. I say, though, that we must not be in a position where some of 
our representatives sign up and bargain that we will do likewise under 
any circumstance. 

Mr. Norton. As a matter of fact, Congressman, in GATT there is 
a section—TI believe it is known as 22—where it has always been 
agreed by the contracting parties that when there is a surplus accrued 
in a country of a particular agricultural product, import restrictions 
quantitatively would be agreed upon by the contracting parties. 
That has never been operated. They are never going to agree to that. 
They are never going to agree to it because their prices are lower than 
ours. 
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Mr. Stmpson. I do not know anything about the history of the 
writing of this bill. I have been trying to find out. Iam certain that 
it has things in it that gentlemen of the Cabinet did not know were in 
when they talked here about it; and we deserve and have to have a 
proper explanation of the bill before we act upon it. 

Mr. Norton. We have no doubt in our minds that this bill as 
written, section (b), would cireumvent by proclamation, by trade 
agreement, any previous proclamation, or any previous law, that has 
been enacted by the Congress. 

Mr. Stmpson. I think personally that the people who did the 
mechanical work of writing it were people who were instrumental at 
the time the International Trade Organization was under considera- 
tion and advisement which was even worse than GATT so far as 
delegation of authority is concerned, and I think that they have written 
this bill to build up GATT along the lines of ITO. 

Mr. Norton. No question in my mind about it. 

The CuarrMan. Are there any further questions? 

Mr. Byrnes of Wisconsin will inquire. 

Mr. Byrnes. Mr. Norton, I want to compliment you on your 
statement. 

There is one aspect that I wonder if you have any information 
about. In the United States in the production of milk and in the man- 
ufactured milk products we have very strict sanitation regulations 
and standards of identity under the Pure Food and Drug Act. We 
also have State regulations and we have municipal regulations. 
Have you people ever made a study of the extent to which the foreign 
producers of milk and dairy products have comparable regulations? 

Mr. Norton. No, sir, we never have specifically, word for word. 
How they apply to us insofar as equipment, sanitation on the farm, 
and sanitation in the plant, we have not, sir. 

Mr. Byrnes. I am not talking so much about what they actually 
have, but what their laws or requirements are. 

Mr. Norton. We know this: That their sanitation standards are 
generally lower than ours. We have not made a specific study country 
by country to determine at what level lower than us they are. 

I can give you some specific examples of products coming into this 
country where the Pure Food and Drug Administration has seized 
them and they were shipped out because of the extraneous matter 
included in the product. 

Mr. Byrnes. However, the manufacturer of that product that has 
pees shipped can continue manufacturing and continue to ship in 
rere? 

Mr. Norton. Yes. 

Mr. Byrnes. Whereas an American producer that is found pro- 
ducing a commodity that does not come up to standard is just shut 
down? 

Mr. Norton. Yes. 

Mr. Byrnes. Until he can show that he will qualify in the future, 
which is quite a variation, it would seem to me, in the enforcement of 
our standards of identity as between its application to American 
producers 

Mr. Norton. Yes. 

Mr. Byrnes (continuing). And its application to foreign producers. 


57600—55—pt. 2——-55 





2226 TRADE AGREEMENTS EXTENSION 


The reason I think it is important is that throughout we find the 
variations in the price at which various products go on to the world 
market. The question always occurs: Why is there that price 
differential? 

It seems to me that one of the things that certainly goes into in- 
creasing American costs—and it is for the good of the American con- 
sumer and nobody is objecting to it—is the strict regulations on pro- 
duction to assure a high quality product plus a sanitary product, 
which do not apply to the foreign producers and thus they can produce 
on a cheaper basis. 

Mr. Norton. Yes, sir. That is exactly true in the case of this 
Mexican development that I spoke of, Congressman. Our standards 
and our quality were for years higher, so much higher that regardless 
of the subsidy situation, the price, the foreign producers of nonfat 
could not reconstitute their product in the country of Mexico. They 
finally then developed the degree of reconstitution of this product to 
the point where they could. Then, together with the subsidy that was 
being granted by the country of origin they broke into the market and 
our own producers and private handlers had to withdraw from that 
market which they had built entirely with their own money and 
ingenuity. 

Mr. Byrnes. We hear a lot of people and we have heard witnesses 
before this committee talking about the great necessity for freedom of 
trade as between the nations of the world. We do not have complete 
freedom of trade as far as dairy products are concerned within the 
United States itself, do we? I mean local restrictions which we do not 
apply fundamentally to foreign commerce. 

Mr. Norton. That is beside this question. 

Mr. Byrnss. It is beside this question, but it seems to me it goes 
to the point of our great concern about getting foreign products into 
this country and the freer trade in that area when we have some 
problems right within the country. 

Mr. Norton. We agree that foreign sanitation requirements do 
create a problem. 

Mr. Byrnes. Thank you. 

The CuarrMan. Are there any further questions? 

If not, we thank you for your appearance and the information given 
the committee. 

Next is Mr. F. E. Mollin. Mr. Mollin, will you please give your 
name, address, and the capacity in which you appear for the record? 


STATEMENT OF F. E. MOLLIN, EXECUTIVE SECRETARY, AMERICAN 
NATIONAL CATTLEMEN’S ASSOCIATION 


Mr. Mo.urn. Mr. Chairman, not for the purpose of expanding the 
record, but because of impaired vision I would like to file this proposed 
statement and discuss it briefly. 

The CuarrMAN. Without objection it is so ordered. 

(Statement referred to follows:) 


STATEMENT oF F. E. Mourin, Executive Secretary, AMERICAN NATIONAL 
CATTLEMEN’sS ASSOCIATION, LENVER, COLo., BEFORE THE Housk Ways ann 
MEANS CoMMITTEE IN HEARINGS ON H. R. 1, ExTENSION OF THE RECIPROCAL 
TrabeE Act, Fepruary 4, 1955 


My name is F. E. Mollin. I am executive secretary of the American National 
Cattlemen’s Association, with headquarters at Denver, Colo., and I have served 
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in that capacity for almost.26 vears. At our 58th annual convention in Reno, 
Nev., early last month more than 1,300 cattlemen and cattlewomen from 28 
States, mostly in the South and West, with a few Corn Belt States included, 
adopted the following resolution: 


WORLD TRADE 


“We reiterate our belief that world trade should be grounded on fair and equi- 
table competition and encouraged only if it is done under our long-established 
principle that foreign products shall not be admitted to our country when they 
endanger the living standards of the American workingman or the American 
farmer or stockman or threaten serious financial injury to a domestic industry. 
We also hereby express our opposition to further reduction of tariffs on livestock 
or related products.” 

This action reiterates the stand which the association has consistently taken 
with regard to reciprocal trade matters. 

I ara also a charter member of the Nationwide Committee of Industry, Agri- 
culture, and Labor on Import-Export policy, which group was represented before 
this committee by O. R. Strackbein, chairman. 


BROAD GRANT OF POWERS 


We are opposed to the broad grant of powers to the Executive contained in 
H. R. 1. The administration of the present Reciprocal Trade Act, under which 
the recommendations of the United States ‘lariff Commission has been largely 
disregarded, and the will of the Executive substituted therefor, should cause any 
domestic group to hesitate about extending and increasing these powers. 

We do not believe the current situation justifies any general reduction in the 
tariff such as proposed in H. R. 1, but from experiences to date we are constrained 
to believe that tariffs will be generally reduced if H. R. 1 passes in its present form. 

We do not believe that an examination of the current situation with regard to 
exports and imports justifies any move that might upset the economic balance 
which is fairly good at this time. Why not let well enough alone for a change? 
The record shows that current imports are of tremendous volume and that in 
1953, exclusive of military exports, the value of all exports only exceeded the 
value of all imports by $1,382 million for the year 1953. 

We urge that if H. R. 1 is enacted that the power to cut tariffs should be dras- 
tically restricted and that the findings of the United States Tariff Commission 
should be given the weight to which they are entitled. Further, we do not 
believe that the Executive should have the power conferred on him in this bill to 
practically bypass the protection afforded by both the escape clause and the 
peril-point clause. 


TOO MUCH EMPHASIS ON EXPORTS 


It seems to us that there is altogether too much emphasis on the current need 
for exports and too little consideration given to the tremendous consuming power 
of our own country. For instance, in 1950 we exported only 7.1 percent of our 
total production of movable goods; in 1951, 9.1 percent; in 1952, 8.9 percent; 
in 1953, 8.7 percent. This relatively small percentage of exports is swelled by 
the operations of FOA and without them would probably drop back to consider- 
ably less than 7 percent. 


CONDITION OF THE INDUSTRY 


Because the cattle industry is just coming out of the most trying period in its 
history and because domestic production is now at an all-time peak, I would like 
to include in this statement a few basic facts about the current situation. In 
addition to a very sharp price break which started in 1952 we have hed serious 
drought conditions throughout large sections of the South and Southwest and 
extending during 1954 into parts of Wyoming, Montana, and Nevada. The 
following table shows the ayerage price of Good grade steers at Chicago, all 
weight carcasses included: 


Per hundred 
Nia SENS clo sek ee ie hua aah aegis aeahte iar ath Sie mate: Sea inde dbo casita sh cave 0 dics, 
RN Ser oak aoc ss euch ghee Sneak Mn etn telbn ahnlanhn te he eats cand hho och ae ec aide thsi 30. 10 
Be iitiadachils ailin mnie ta Ut cet en ea tcetes thse alnind- aieaadieeeentiamemite tersabeedenietoac tink siotasnmaainn 21. £6 
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This registers a drop of 34.6 percent from 1951 to 1954, the most severe drop 
in a relatively short period of time in the history of the industry, The following 
table shows similar information for Good grade stockers and feeders, Kansas City, 
for the same period (500 to 800 pound weights): 


Per hundred 


This registers a decline from 1951 to 1954 of 44.6 percent. I have used Good 
grade in both instances because it is a good, solid grade and does not quite register 
the extremes in fluctuations that occur in the Prime and Choice grades or in the 
lower grades. 

May I say at this point that on the current basis of prices, 1 hour’s factory 
wages will buy more Choice grade beef than in any recent year except 1944, when 
price controls were in effect. In 1914, an hour’s labor would buy 1.1 pound of 
Choice beef; in 1924, 1.9 pounds; in 1934, 2.3 pounds; in 1944, 3 pounds; and in 
1954, 2.6 pounds. 


FULL PRODUCTION 


The industry is now on a full production basis. It was only by strenuous 
activity on the part of a united industry that we met the severe price decline 
referred to and brought about a fairly stable condition in 1953 and 1954. All 
segments of the industry cooperated in bringing this about. We had on hand 
January 1, 1954, approximately 94,700,000 head of cattle and calves, an all- 
time peak in cattle numbers. This was an increase of 21.6 percent over the 
77,900,000 on hand in 1950. In 1954, we slaughtered 39,400,000 head of cattle 
and calves compared to only 26 million in 1951. As a result the per capita 
consumption in 1954 reached the all-time high level of 79 pounds. 


CATTLE ON FEED 


On January 1, 1955, there were 8 percent more cattle in the feedlots of the 
United States than a year ago. So very large production is expected again for 
this year. 

SENSITIVE CATTLE MARKETS 


Anyone who has had experience on the central markets knows that the markets 
are very easily disturbed by any slight increase in receipts and that declines of 
as much as a dollar a hundred, sometimes more, are often recorded in a single 
day. For that reason we would deem it extremely unwise to encourage further 
development of the import trade at this time. In 1950 the total imports of cattle, 
dressed beef, and canned beef, all figured on a dressed weight basis, were 439 
million pounds, 5.7 percent of the total federally inspected slaughter that year. 
In 1951 the total imports on the same basis were 524 million pounds, 7.5 per- 
cent of the domestic federaliy inspected slaughter. Incidentally, it was these 
imports in 1951 which contributed to the severe break in the market which 
started the following year. In 1952, the imports on the above basis were 415 
million pounds, 5.3 percent of the domestic federally inspected slaughter. In 
1953, 289 million pounds, equivalent to 2.8 percent domestic federally inspected 
slaughter; and in 1954, eee 264 million pounds, equivalent to 2.5 
percent of the domestic federally inspected slaughter. 


IMPORTS FROM MEXICO 


I might call attention to the situation with regard to Mexico. Because of 
foot-and-mouth disease the border between the two countries has been closed 
most of the time since December 1946. Imports of cattle and dressed beef re- 
duced to a live cattle basis were 288,000 head in 1953. They were reduced be- 
cause of a new outbreak of foot-and-mouth disease to the equivalent of 112,000 
head in 1954. The border was again opened January 1, 1955, and Mexico, her- 
self, has established an export quota of 346,000 head of cattle (including beef) 
for the coming year, so that we are almost certain to have an increase of over 
200,000 head in imports this year from that country compared with the previous 
year. 
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Canned beef imports (all countries) 
Pounds 
154, 000, 000 
120, 000, 000 
100, 000, 000 
(*) 


1 Incomplete but slightly less than in 1953. 


With this picture of a heavily supplied industry dependent almost wholly on 
domestic consumption, we are just as much interested in protecting the market 
for the production workers of this country who consume our beef as we are in 
protecting directly the market for our own production. We have never been able 
to see any merit in the philosophy that it benefited the economy of the country 
to promote exports of any commodity, whether wheat, cotton, machinery or 
automobiles, at the expense of any other American industry. We are convinced 
that the American worker employed at good wages in this country is a better 
market for beef than his foreign competitor, to whom his job may be traded 
under H. R. 1. In your action on this ptoposed legislation we strongly urge 
that any bill which you may report out should be considered on its merit under 
a rule that will permit at least a reasonable amount of debate and clarifying and 
safeguarding amendments. 

Mr. Mouurn. My name is F. E. Mollin. I am executive secretary 
of the American National Cattlemen’s Association with headquarters 
at Denver, Colo. I have served in that capacity for about 26 years. 

Our authority for appearing at this hearing stems from a long record 
of opposition to reduction of tariffs and to the working of the reciprocal 
trade agreements or act as it has applied, and more recently from a 
meeting in Reno, Nev., a month ago when we had some 1,300 cattlemen 
and cattlewomen and adopted the resolution which is quoted in the 
mimeographed statement which you have. 

We are opposed to the broad grant of powers to the Executive. 
We do not think it is good government for Congress to relax its 
powers in the fashion indicated. We do not like the present adminis- 
tration of the act under which the recommendations of the United 
States Tariff Commission are pretty largely ignored and we think that 
under H. R. 1 the situation would get worse rather than better. 

To illustrate the reason we do not like this kind of procedure we 
picked up a rumor yesterday that FOA had allocated $500,000 for the 
purchase of hides for Korea. That is all right. We have the hides 
and no doubt Korea needs them. However, the statement said that 
these hides could be purchased anywhere. 

If we furnish the money it seems to us when we have a surplus of 
commodity—and hides have been very cheap in this country for 
years—that they ought to help relieve the situation here rather than 
to allow our money to be spent to buy hides of some foreign country. 

I would like to say that we are gratified that there doesn’t seem to 
be so much emphasis in the discussions of the tariff this year upon 
our high tariffs. At last they have been reduced to the point where 
people cannot, in good conscience, talk constantly about high tariffs. 
That certainly is true with regard to the tariffs that apply to our own 
industry. 

The tariff on cattle weighing less than 200 pounds is 1% cents a 
pound and on cattle weighing between 200 and 700 pounds it is 2% 
cents a pound. The higher rate on this classification is due to the 
cancellation of the Mexican Trade Agreement, which had lowered the 
rate on those cattle also, but the rate has been left at 2% cents since 
that agreement was canceled. 
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We want to call attention to the fact that the imports under the 
present situation are very heavy. I looked up the figures this week 
on the importations of all goods and note that in the year 1953 the 
exports only exceeded the imports by about $1.3 billion, excludi 
military exports. Adding in the military, of course, the sum tota 
would have been considerably higher than that. 

We feel rather deeply about anything that might upset the present 
situation affecting our industry. We Gove just gone through a very 
trying period. Starting in 1951 we have taken a reduction of 34.6 
percent on good grade feeder cattle, and in 1951 to 1954, 44%. 
percent on good grade stocker and feeder cattle. I have taken the 
good grade because it is a grade that is quite representative. It 
doesn’t register quite the extreme ups and downs that the prime and 
choice grades or the lower grades do. I think it is a good, fair grade 
to consider. 

By strenuous work of the whole industry we succeeded in somewhat 
stabilizing the price situation in the industry during the years 1953 
and 1954. ‘Terrific losses were taken by many operators, particularly 
the feeders, and also rangemen who buy young cattle and grow them. 
Some terrific losses were taken in this process of stabilization. 

We want to call attention to the fact that we accomplished this 
improvement in the situation without any Government support price. 
We have no support price on cattle or cattle products and we have 
refused or resisted efforts by some people. There has been legislation 
introduced by some which would bring about support prices on cattle 
and we have consistently opposed them. 

We are at a peak in production. On January 1, 1954, we had the 
greatest number of cattle ever recorded in this country, 94,700,000, 
in round numbers. The new census will be out in about a week. It 
is not expected to show very much change from that high figure. That 
is a 21% percent increase in production from the figure on hand in 
1950. 

Our slaughter last year was 39,400,000, almost 3 million above the 
previous all-time peak, the highest slaughter ever recorded. The 
per capita consumption last year was 79 pounds, which is an all-time 
record high. Therefore we feel that anything that might upset the 
markets would be rather disastrous at a time when we are operating 
on rather thin margins. 

I might say that the cattle market is a very sensitive market. If 
you could assume, say, that 30,000 cattle was the right number to 
have in Chicago on any given day and that you might have a reason- 
able market on that basis, 31,000 would just be too many, and the 
result of that extra thousand head would be far more telling than the 
proportion of the excess. 

I have been connected with the business for over 48 years and I 
have been on the big markets many times, and I know for a fact that 
those markets are extremely sensitive. 

( might say the imports have not been exceedingly heavy in recent 
years, but they have been heavy enough that they do have some effect. 

For instance, in 1951, the imports of all cattle, canned beef, and 
dressed beef, reduced to a dressed beef basis, were equivalent to 7% 
percent of the totally federally inspected domestic slaughter. 

That is quite a substantial figure. 
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I would like to call attention to the fact that the Mexican border 
was opened for imports after another closure, because of foot-and- 
mouth disease. It was opened on January 1 and during the first 
month of opening there were 101,000 cattle which came over. 

I choca that figure yesterday at the Department of Agriculture. 

Current imports from Canada have not been extremely heavy, but 
cattle numbers have been going up in Canada, and they are quite 
high also in Mexico and the Mexican Government forbids the export 
of breeding cattle to this country because they wish to build up their 
herds in that country. 

I would like to say that our interest in this matter is a double one. 
We are concerned as to the direct importance on our industry of 
reductions in the tariff and any move to increase imports, and we are 
also more concerned about what happens to the fellow that buys our 
beef. 

We just know for sure that an American worker drawing American 
wages in the factories and mass production plants of this country is a 
better consumer of beef that the fellow abroad to whom his job might 
be traded and we have never been able to understand the philosophy 
that it profits the United States to trade off one industry in order to 
benefit some other industry that has a big export surplus. 

We think that it is quite proper to take all the steps possible to 


increase foreign trade where it can be increased advantageously, but 
I do hope in whatever action you take on this proposed legislation, 
that you will bring it out on the floor of the House under a rule that 
will permit adequate debate and fair amendment in the interest of 
protecting the interests of the people of this country. 


Thank you, Mr. Chairman. 

THe CHAIRMAN. Does that complete your statement? 

Mr. Moun. That does. 

The CuarrMAN. We thank you for your appearance and the 
information given to the committee. 

Mr. Eberharter, of Pennsylvania, will inquire. 

Mr. Esernarter. Mr. Chairman, for the record, I want to insert 
at this point the cattle production statistics according to the United 
States Department of Agriculture, the receipts for 1938 in the cattle 
industry, cattle and calves, was $1,200 million. 

In 1939 it was $1,300 million. 

In 1953 the receipts were $4,900 million. 

And in 1954, they were $5,100 million, showing at least 3 to 4 times 
as much in receipts in the last couple of years than were received just 
before the war. 

Mr. Moutuin. Are you referring to receipts as income? 

Mr. Esernarter. According to the receipts as shown by the 
United States Department of Agriculture. 

Now, if you do not agree with those, I certainly would like to have 
you present them for the record. I would not ask you to do it now, 
but you may submit the data later. 

Mr. Mout. I wouldn’t dispute the records of the Department of 
ra but, of course, there has been a great increase all along 
the line. 

Mr. Esernarter. Of course, I agree with your testimony that 
prices are practically controlled by the amount of cattle on hand in 
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Chicago on any particular date. The market is very sensitive because 
of that factor, is it not? 

Mr. Moun. Yes, very. 

Mr. EBERHARTER. Well. the imports are only 2 percent of the 
production of cattle in the United States. That would not have much 
effect on the price of beef. 

Mr. Mouurn. You have to relate the imports to the beef that the 
imports come into competition with at the moment, and that is 
represented not by the total slaughter in the country, but by the 
federally inspected slaughter. 

The total slaughter includes country slaughter, farm slaughter, and 
in the small plants all over the country. It is the beef that comes into 
the market, into Chicago, and the Pacific Northwest, and Los Angeles, 
and sometimes they fly dressed beef from Canada to Los Angeles. 

I think you have to be fair and admit that the percentage in rela- 
tion to the total production is not a very fair sample. The figure I 
gave, I got from the Department of Agriculture showing that in 1951 
the receipts of cattle, dressed beef and canned beef all reduced to the 
basis of dressed beef totaled 7.5 percent of the domestically federally 
inspected slaughter. 

Mr. Eseruarter. That was in 1951 when we were in an emergency. 

Mr. Mourn. I don’t know whether it was an emergency, but I 
say that is what started the break in the market that broke a lot of 
good people. 

Mr. Eseruarter. The most important factor in determining the 
price which the cattlemen receive is the amount of cattle on hand in 
Chicago on any particular day? 

Mr. Moutrn. I think the situation has changed a little. I believe 
Omaha is the biggest cattle market in the country today. 

Mr. Exsernarrer. We will say Omaha and Chicago. 

Thank you very much. 

The CuarrMan. Are there any further questions? 

Mr. Reed of New York will inquire. 

Mr. Rexp. You are an expert and a practical man. You are not 
very old, though, and I was wondering if you remembered back to 
any time when low tariffs wrecked the stock business down in the 
Southwest. 

Mr. Mouturn. Well, I spent 22 years, Mr. Reed, working for a big 
cattle outfit in Nebraska from 1906 to 1928, and it was a very risky 
business. They would make a little money one year and lose it the 
next. 

They used to even export their own cattle to England in an endeavor 
to find a better outlet for their cattle. 

Mr. Reep. Have we any trouble with Argentine imports any longer? 

Mr. Motu. The Argentine imports come mostly in the shape of 
canned beef, because of hoof-and-mouth disease. Their live cattle 
and dressed beef are barred by section 306 (a) of the tariff act. 

Mr. Reep. American packing firms are down there now, are they 
not? 

Mr. Mourn. Yes; and my statement shows that we got, in 1950, 
154 million pounds of canned beef. 

Probably the bulk of that came from Argentina. 

Mr. Reep. Yes, sir. I know that you are through having trouble 
that way. Thank you very much. 
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The CuatrmMan. Mr. Jenkins of Ohio will inquire. 

Mr. Jenkins. You have a very good subtitle when you say sensitive 
cattle markets. I have had experience in selling and producing 
cattle. I have found this to be true, and you are engaged in a big 
business and know more about it than I do. 

It strikes me that the cattle producer has less control over his 
product than the producer of almost anything else on the farm. For 
instance, the butter and milk men can do something else with their 
butter and milk, but when a man raises cattle and it is time to move 
them, he has to move them and many times he does not have much 
to say about it; is that right? 

Mr. Mouuin. That is right. ; 

Mr. Jenkins. The slaughterhouse people control the situation in 
your first movement, and after that the stock market in New York 
has a great influence on the prices of cattle. The prices go up and 
down every day and the producer does not have much to say after 
he has prepared his cattle but to move them or take a loss. 

Mr. Mouurn. He can’t hold them very long when they are ready 
to go. 

Mr. Jenkins. You get them ready and it is your business to try 
and get them out and somebody os knows that you are in that 
predicament and they will force you. 

If you come along with tariffs and failure of tariffs we might some 
day wake up and find that our cattlemen are not going to take this 
kind of treatment. 

That is all, Mr. Chairman. 

The CuarrmMan. Mr. Simpson of Pennsylvania will inquire. 

Mr. Simpson. I note your suggestion that an unemployed worker 
does not eat any meat. 

Mr. Mout. I don’t think I said exactly that. I didn’t say that 
he doesn’t eat any meat. I said that what we called an employed 
worker was the best market for our beef. 

Mr. Srmpson. And foreign trade is fine; the more trade the better 
so long as you do not cause unemployment here at home and not only 
the meat industry, but anyone else who sells to the employed American 
worker has the best customer and market in the world, does he not? 

Mr. Mourn. He does. 

Mr. Simpson. It is true that the employed American worker is the 
best customer for American production, is it not? 

Mr. Moun. He is, and I might call attention to the fact that the 
statement shows that the factory wage dollar today will buy more 
beef than it would in 1934 and 1924 and 1914. 

The price of meat has gone up, of course, but the price of wages has 
gone up faster. 

Mr. Simpson. That speaks well for the industry. 

That is all, Mr. Chairman. 

The CuarrMan. Are there any further questions? 

We thank you for your appearance and the information given the 
committee. 

Mr. Mout. I thank you. 

The CuatrMANn. The next witness is Mr. L. Blaine Liljenquist. 

Come forward, please, sir. 

Please give your name and address and the capacity in which you 
appear, for the record. 
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STATEMENT OF L. BLAINE LILJENQUIST, WESTERN STATES 
MEAT PACKERS ASSOCIATION, INC. 


Mr. Litsenquist. Mr. Chairman, I am L. Blaine Liljenquist, 
Washington representative of the Western States Meat Packers 
Association, from Washington, D. C. 

Our association has its headquarters in San Francisco. 

The CuarrmMan. You are recognized and may proceed with your 
prepared statement, without interruption. 

Mr. Litsenquist. I have been the Washington representative of 
the Western States Meat Packers Association, ina), since 1946. The 
association has several hundred member companies. Most of them are 
located in the Rocky Mountains and Pacific Coast States. 

Our members are known as independent packers. They are en- 
gaged in slaughtering livestock. They process about 70 percent of 
the meat in the States in which they do besinete. 

Our president and general manager is Mr. E. F. Forbes, of San 
Francisco. 

Meatpacking is an essential service in the American economy. Our 
members are making use of the latest methods of doing business to 
increase their efficiency. Their constant goal is to provide better meat 
and meat products to the public at rodaved cost. Livestock producers, 


consumers, and the Federal Government are the beneficiaries of the 
faithful efforts of the packers to do a better job. 

Our members are progressive businessmen. They are also alert and 
responsible citizens. ey are interested in world trade and want to 
see the maximum volume of export and import business that is con- 
sistent with the national welfare, and in the interest of world peace. 


After several years of consideration to tariff problems, backed by 
their experience in world trade, the independent meatpackers reach a 
a ot conclusion than that expressed by the administration 
in H. R. 1. 

We believe the major provisions of this bill are unwarranted, im- 
proper, and against the best interests of the United States. 

H. R. 1, as we view it, has three major purposes: 

First, it would extend the authority of the President to enter into 
new trade agreements with foreign countries for a 3-year period, or, 
more vietlenty from June 12, 1955, througb June 30, 1958. 

Second, it would go far to deprive Congress of its authority and 
responsibility to regulate our foreign commerce by lodging this power 
in the hands of the executive branch. 

And, third, it would give to the President the arbitrary power to 
slash back to 50 percent all tariffs that are over 50 percent of the 
value of the imported goods, and to cut all other tariffs by 15 percent 
over the next 3 years. 

In the few minutes allotted to us today, we will call to your atten- 
tion our reasons for believing that each one of these objectives as 
defined in H. R. 1 are contrary to the best interest of the United 
States. 

For several years the State Department, with the approval of the 
President, has sought to take control of the tariffmakin authority, 
which, under the Constitution of the United States, is the responsi- 
bility of the Congress. 
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Industry and business depending on tariff protection does not, in 
general, have confidence in the State Department to administer 
tariffmaking responsibility for the following reasons: 

First, the State Department officials are not elected, but are ap- 
pointed and are not responsive to the public. It is doubtful that few, 
if any, of these officials could even be fired due to the job protection 
they receive from the administration. 

Second, career employees in the Department of State tend to be 
overinternationally minded. Indeed, it is our observation that some 
of these officials appear to feel that any amount of suffering by 
American producers from import competition should be cheerfully 
borne if it contributes to the advancement of the international policies 
of the Department of State. 

As a result, the businessman usually thinks that tariff levels under 
domination of the State Department are decided on the basis of 
international politics, rather than on economic considerations. 

Third, not only does the State Department seek to take the con- 
trol of the tariffs away from Congress, but it is trying to turn these 
powers over to an international trade organization in which the United 
States will have but one vote. This is exceedingly dangerous. It is 
an important first step in losing some freedoms and rights which we 
have heretofore regarded as adequately protected by our Constitution. 

Our members are not unmindful of the need for world cooperation, 
but we cannot subscribe to an international agency such as GATT 
that could bind the United States from using quotas to control im- 
ports, or could prevent our Government from raising tariffs when 
foreign goods produced with cheap labor enter American markets in 
quantities large enough to put American producers out of business. 

We believe the freedom of the American people is a priceless 
possession. This freedom has made us a strong Nation, fully capable 
of protecting ourselves from these who would destroy us. 

But how can we safeguard our own liberty or prevent friendly 
nations from being overrun if we willingly yield our freedom to inter- 
national organizations such as GATT? 

We feel it would be a mistake to further strengthen GATT. Indeed, 
we believe that for the benefit of this Nation and for the benefit of 
those people in other countries. that love freedom, there should be a 
forthright abolishment of GATT as a tariffmaking organization. 

However, we would have no objection to GATT as an agency to 
study tariff matters as long as its authority is limited to gathering 
information and making recommendations. 

The Constitution, article I, section 8, charges Congress with the sole 
authority to set tariffs. Congress delegates, but does not yield, some 
of that authority when it gives the United States Tariff Commission 
a share in tariff setting. 

In the Trade Agreements Act of 1934, Congress delegated part of 
its authority to the President to change rates of duty within 50 percent 
of the current rate by entering into trade agreements with other 
countries. 


However, to show it did not delegate the power forever, Congress 
limited the President’s right to enter into trade agreements to 3 years, 
but put no limitation on his power to proclaim duty modifications to 
carry out or to terminate agreements already entered into. 

is authority to enter into new agreements has been extended for 
varying periods ever since, but never for more than 3 years at a time. 
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H. R. 1 is a broad authorization to the executive branch. If it is 
passed without modification, we may find that the State Department 
will center the tariffmaking authority in an international body. 

Many feel that H. R. 1 is a preratification of just such a move. 
By executive authority based on H. R. 1, we could wake up sometime 
to learn that we had granted our control over tariffs to an international 
organization. 

It would be much safer and more practical to declare by law that 
the present tariffs shall be the prevailing tariffs of the United States; 
that they may be modified up or down by a showing of just cause for 
such action. 

If this course were followed, other countries would know our tariff 
intentions. Uncertainty that now exists would be largely eliminated. 

American producers who must depend upon tariffs to remain in 
business should be assured that tariffs would not be lowered below 
the peril point. The escape clause, which has been little more than a 
mockery in recent years, should be used as intended by Congress. 

In addition, we suggest that the recommendations of the United 
States Tariff Commission, as the factfinding agency of the Congress, 
should be made mandatory upon the executive branch, and that the 
veto over the Tariff Commission should be exercised only by the 
Congress. 

We think world conditions require a change in United States trade 
policy. Greater emphasis should be placed on preserving American 
wage levels and living standards against unfair competition from low 
wage subsidized imports. This must be done not only to avoid the 
unemployment of many thousands of employees in this country, but 
also to maintain the productive capacity and worker skills essential 
to national defense. 

The United States is already a low-tariff nation. Approximately 
58 percent of goods entering the United States are duty free. 

The United States American Tariff League, in a study of 1951 world 
trade, came up with the conclusions that 35 out of 43 leading trading 
countries had higher tariffs than the United States. This study re- 
ported that of the five leading tradinz countries—the United King- 
dom, France, Canada, Germany, and the United States—the United 
States had the lowest average tariffs. The league found that average 
ph oe States tariffs were only 5.1 percent of the value of the imported 
goods. 

In 1930 Congress established a tariff of 6 cents a pound on meat, 
and 3 cents a pound on livestock. 

On October 30, 1947, tariff concessions on fresh and frozen beef 
and veal were granted through United States participation in GATT 
at the Geneva Conference. This concession, which became effective 
January 1, 1948, reduced the import duty on beef and veal, fresh, 
chilled, or frozen, from 6 cents to 3 cents, a reduction of 50 percent. 

Let me give you an example of the extreme harmfulness of this ill- 
advised action: 

Prior to 1948, beef and veal imports from Canada had averaged 
less than half a million pounds a year. Up to that time we had 
received the surplus livestock production in Canada in the form of 
live animals that were slaughtered in American plants. 

When the concession became effective in 1948, beef and veal imports 
from Canada that year jumped to 71,634,243 pounds, or an increase 
of 14,000 percent. 
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In 1949 imports from Canada increased to 74,534,016 pounds. 

Canadian meatpackers were quick to recognize that the reduction 
in the tariff made it possible for them, with their lower labor costs, 
lower taxes, and other economie advantages, to ship beef and veal to 
the United States and sell it at prices below the cost of production of 
American packers. 

The injury suffered by our members in areas close to Canada, 
such as Seattle, was outlined in our perition for relief under the 
escape clause, in March 1950. But the administration, intent in its 
drive to establish free trade, saw to it that we were given no relief. 

Let me call to your attention the increase in imports of canned 
hams and other pork from Europe in 1954. Pork imports from 
Europe, according to official figures of the United States Department 
of Agriculture, reached a record total of 99,163,000 pounds last year, 
against 77,707,000 pounds in 1953. This is an increase of 28 percent. 

The canned hams received from these countries were equivalent 
to the hams from about 5,500,000 hogs. Included in the totals were 
19,717,000 pounds from Communist Poland. Although Poland can 
send meat products into the United States without restriction, Poland 
is not a market for American pork or other products, such as lard, 
hides, or tallow. 

There is reason to believe that Poland is using the dollars she receives 
from pork sales in the United States to purchase in dollar hungry 
third countries strategic materials, which under current regulations 
are not permitted to be exported from the United States to areas 
behind the Iron Curtain. 

Tariffs protecting the meat and livestock industries are already 
dangerously low. It would be a tragic mistake to authorize the Presi- 
dent to reduce them further as a tool to trade for concessions from 
other countries. 

Consider for a moment the cost of producing beef in the United 
States. A good cowhand, for instance, will cost the rancher as much 
as $150 a month, or more. 

In addition, the food consumed by the hired hand may cost the 
rancher as much as $90 a month. 

Compare this to the Argentine cowboy who receives the equivalent 
of about 8 to 10 dollars a month in our money, and a bag of chili 
beans and some jerked beef to sustain his life. 

Higher wages, higher taxes, and higher costs of doing business cer- 
tainly justify the small tariffs which still exist on livestocks and meat. 

Again may I emphasize that we are looking for an expansion of 

world trade. It is quite possible that some tariffs now in effect could 
be reduced without serious jeopardy to the particular industry con- 
cerned, but such reductions should be made only after careful exami- 
nation of economic facts, and not by the arbitrary action that could 
result through the authority of H. R. 1 in its present form. 
_ All of us have a common objective in keepmg America strong and 
in securing the peace. Just as surely we must be concerned with im- 
port competition that derives its advantages from lower wages than 
those our own producers pay. 

As we all know, competing goods are being produced in many parts 
of the world with labor receiving much less than half the rates being 
paid in the United States. Obviously tariffs or quotas are the only 
means of equalizing situations of this kind. 
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One of the reasons for establishing minimum-wage laws in this 
country was to prevent low-wage employers from gaining a competitive 
advantage over those who pay higher wages. The same principle 
should apply internationally i means of the tariff. 

American producers of cotton, wheat, peanuts, and sugar are pro- 
tected by import quotas. Domestic prices for these commodities would 
tumble drastically if this protection were removed. 

In fairness to all American producers and workers, tariffs or quotas 
will continue to be needed until wages and living standards in other 
countries rise to levels more nearly in line with our own. 

We are asking that the Congress accept the simple fact that it is not 
fair to our Government to place cost-raising burdens upon our pro- 
ducers on the one hand, no matter how desirable the objective, and 
on the other to allow them to be put out of business by foreign goods 
that derive their advantage through wages that are only a fraction 
of those in the United States. 

In conclusion, may I say that H. R. 1, in its present form, would 
give the President of the United States more power than a good man 
should want, and more than a bad man should have. It would give 
him the power to destroy American industries. 

The CuHarrMANn. Does that complete your statement? 

Mr. Litsenaquist. Yes, sir. 

The CHArRMAN. We thank you for your appearance and the infor- 
mation given to the committee. 

Are there any questions? 

Mr. Jenkins, of Ohio, will inquire. 

Mr. Jenkins. I want to compliment you, Mr. Liljenquist, on the 
fine statement you have made. 

Mr. Litsenquist. Thank you. 

Mr. Jenkins. You have taught me something that I had not 
thought about. That is, that the work that you do apparently is 
that you represent the meat packers in Washington; do you not? 

Mr. Litsenquist. The meatpackers, independent packers. 

Mr. JenKINs. Those who get the cattle from the men who raise the 
cattle? 

Mr. Litsenquist. That is true, sir. 

Mr. Jenkins. You have a very important job and naturally you 
would be more intimately and immediately interested in this tariff 
than the grower of the cattle. 

Mr. Litsenquist. That is probably true, Mr. Jenkins, more di- 
rectly concerned. 

Mr. Jenxtns. More directly because you are interested in tariffs on 
rar of cattle while he is only interested in the tariff on those which 
1e raises. 

I am glad to have had an opportunity to follow your statement. 

Mr. Litsenquist. Thank you, sir. 

The CuarrMaNn. Are there any further questions? 

Mr. McCarthy, of Minnesota, will inquire. 

Mr. McCarruy. Mr. Liljenquist, is it your opinion that in situa- 
tions in which it appears necessary to make concessions to a foreign 
country so as to increase its income in the interests of our foreign 
policy, that it might very well be better to do so by aid in which case 
every citizen in the United States would make a contribution rather 
than to do it through a trade program which would fall upon a par- 
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ticular industry and which might dislocate a large section or an im- 
portant section of our own economy? 

Mr. Litsenquist. Congressman, I would say that that sums up 
very well the position that our people take with respect to tariffs. 
We are very interested in all the world trade that we can have. We 
are interested in helping our other friendly nations. 

We feel that a great deal can be done to increase markets bought 
at home, and abroad, without going to the severe degree of displacing 
American workers to accomplish that, because there are so many 
additional problems that develop when we start putting people out 
of business that have been in that business all of their lives. 

Mr. McCarrtuy. Therefore, in some instances, it might be better 
to have a direct-aid program rather than to attempt to accomplish the 
same purpose through a trade program, which might result in serious 
dislocation and disorder in our own economy? 

Mr. Litsenquist. Yes, sir. 

Mr. McCartuy. Thank you, Mr. Chariman; that is all. 

The CHarrMan. We thank you for your appearance and the infor- 
mation given the committee. 

Mr. Litsenquist. Thank you. 

The Cuarrman. The next witness is Mr. E. S. Mayer. 

Come forward, please sir. 

Will you please give your name, address, and the capacity in which 
you appear, for the record. 


STATEMENT OF E. S. MAYER, THE TEXAS SHEEP 
& GOAT RAISERS’ ASSOCIATION 


Mr. Mayzr. Mr. Chairman and gentlemen of the committee, my 
name is E. S. Mayer. My post office address is Sonora, Tex., but I 
live on a ranch 12 miles west of Sonora. 

I am appearing here before your committee in a dual capacity, as 
an individual sheep and cattle raiser, and as a representative of the 
Texas Sheep & Goat Raisers’ Association. 

I have been in the ranching business for 30 years. My father has 
been in the business since the middle eighties. I have 4 sons, 3 of 
whom are now engaged in ranching; the fourth expects to enter the 
business as soon as he finishes his education and has done his stint in 
the armed services. 

Our family has occupied our present landholdings since 1896. This 
land has no other use than for ranching. Hardly 5 percent of it is 
tillable. There is no timber. 

So if it should be taken out of livestock production, we know of no 
use to which it could be put. It would become idle land, returned to 
a wilderness, and, therefore, useless unless minerals might be dis- 
covered under it. 

This reference to my personal affairs is not made egotistically, but 
because my situation is typical of thousands of other families engaged 
in ranching. - 

There are millions of other acres of land in the West which are 
similar to ours and would suffer the same fate should the sheep and 
cattle industries of this country be destroyed. 

I will leave to your own imagination the future of the hundreds of 
communities and the thousands of people who now populate that 
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area and derive their livelihoods either directly or indirectly from the 
ranching industry. 

Think, too, what it would mean to the tax structure and income of 
the Western States. 

May I call your attention also to the fact that Congress has declared 
wool a strategic commodity. Should this industry be seriously 
hampered or destroyed, in the event of war we would have to depend 
on wool to be imported from Australia, New Zealand, South America, 
South Africa, over thousands of miles of ocean. You can imagine 
what that would mean in wartime. 

At the outset I stated that I represent the Texas Sheep and Goat 
Raisers’ Association. At present it has a membership approximating 
6,100 producers of wool and mohair. A few years ago this membership 
was in excess of 10,000. This decline in membership is attributed 
largely to liquidations which have taken place. These 6,100 members 
own approximately 2,975,000 head of sheep which is an average of 
slightly less than 490 head per grower. You can see that they are 
mostly small operators. They produce about 25% million pounds of 
wool annually. 

I have been actively connected with the Texas Sheep and Goat 
Raisers’ Association for more than 25 years. I am a past president 
and presently a member of the board of directors. 

I firmly believe that I can safely say that I represent all of the 
sheep, goat, and cattle raisers of Texas, if not the entire West, in this 
present matter. I have associated with and talked with hundreds of 
wool and mohair growers, and I know how they think on the subject 
of protective tariffs, 

I have known but one woolgrower who believed in free trade. He 
was a prosperous producer of sheep back in the eighties, but when 
wool was laced on the free list during the Cleveland administration, 
he, along with many others, went broke. He spent the balance of 
his life as a land surveyor. But when I knew him in his latter days 
he was still an ardent free trader. Somehow it seems to me that his 
politics and his economics became terribly confused. 

As an individual sheep and cattle producer and as representative 
of the Texas Sheep and Goat Raisers’ Association, I am here toda 
to protest against the enactment by Congress of H. R. 1. This bill 
would grant the Executive extremely broad powers over the regula- 
tion of our foreign trade and the adjustment of tariff rates and import 

uotas. 
’ Such a delegation of power is in itself a direct violation of our 
Constitution, which expressly and clearly vests in Congress the 
responsibility to regulate our foreign trade and shape our tariff. 

The matter of constitutionality of the trade agreements program 
has been ably presented by preceding witnesses, I will not take your 
time by repeating their statements, but I do heartily concur with 
their viewpoints. 

The delegation of power proposed in H. R. 1 would give the Presi- 
dent authority to negotiate trade agreements that would undermine 
and in the end put out of business industries that are already in diffi- 
culty because of low-wage competition from abroad. The wool and 
mohair industry is one of them. 

The power carried in this bill is also designed to enable the President 
to lead this country into an international trade organization similar to 
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the ITO or International Trade Organization, the charter of which was 
rejected by Congress in 1950. 
With these broad powers the President could in a trade agreement 
set aside or alter import — on agricultural products, authorized 
ricu 


in section 22 of the tural Adjustment Act. 

The provisions in section 3 (a) of H. R. 1 empowering the President 
to make agreements containing provisions with respect to other 
matters relating to trade would virtually eliminate Congress from the 
regulation of our foreign commerce, or pave the way for supersession 
of Congress by the Executive power. 

Mr. Chairman, I will endeavor to explain very briefly the position 
of the wool and mohair growers with respect to trade agreements 
program. 

Lower prices of imported wool have forced woolgrowers in the 
United States to accept a subsidy. We should have preferred tariff 
protection and do not regard the direct subsidy system as an effective 
or desirable substitute. We just don’t like subsidies. They are not 
the American way. 

Effective January 1, 1948, the tariff on wool imported in the grease 
finer than 44’s, was reduced at Geneva under GATT from 34 cents 
per pound to 25% cents a pound, or by 25 percent. 

Under H. R. 1, the President would be given authority to negotiate 
still further reductions. Any reduction from the present levels would 
invite disaster in the wool-growing industry by creating another situ- 
ation such as was experienced with potato imports a few years ago. 

The cost to the Treasury would become prohibitive. The fact that 
present duties are not sufficient was recognized by the passage of the 
National Wool Act of 1954—Public Law 690, 83d Congress, chapter 
1041, 2d session, H. R. 9680, title VII. 

This act provides incentive payments to domestic woolgrowers 
when wool prices are below what the Secretary of Agriculture deems 
a proper price to— 

Encourage the annual domestic production of approximately three hundred 
million pounds of wool. 

These payments are transitory; that is, for a 4-year period only. 
This time limit is not conducive to planning a healthy industry, nor 
will it create the proper conditions for a desirable long-range ex- 
pansion of the industry. 

Furthermore, the money wherewith these incentive payments are 
to be made is to be advanced by the Commodity Credit Corporation, 
which Corporation is to be reimbursed by an appropriation, which, as 
the law states— 
shall not exceed seventy per centum of the gross receipts from specific duties * 
collected during— 
the preceding year. 

Hence, you can see, gentlemen, that the woolgrower is anxious to 
preserve the tariff rates in order to provide money to make the new 
plan work. 

Under H. R. 1, the tariff rates on wool will be subject to a 33% 
reduction by virtue of the provision that duties not yet reduced by 
50 percent of the rate in effect in 1945 may be reduced to that extent. 

Then under the 5 percent per year additional reduction proposed, 
wool would end up with a rate of 14.45 cents per pound. ‘This, in 
my opinion, would spell doom for the wool grower. 


* * 


57600—55—pt. 2——56 
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Our friends abroad, and even at home, say that our tariffs should 
be stabilized so that our foreign competitors can plan ahead to invade 
our markets. It is precisely in order to assure such stabilization 
to other countries that the State Department seeks to obtain control 
over our tariff and trade regulation. We wish the State Department 
would show the same concern over the stabilization of our own 
domestic industries. 

We object particularly to delivery of such great economic authority 
into the hands of a department that for years has shown little sym- 
pathy for the problems of the American producer in the face of unfair 
import competition. 

For this reason we strongly urge rejection of H. R. 1, by Congress, 
and a reassertion by Congress of its authority in the regulation of 
our foreign commerce. 

While we do not think that Congress itself should write tariff 
rates in a tariff revision, we feel that it should keep control firmly 
in its own hands. Any delegation of technical administrative func- 
tions should be made only to an agency of its own, such as the Tariff 
Commission. 

It appears that we cannot place any confidence in escape-clause 
remedy despite the fact that the President assured us in his first 
state of the Union message that he would not: 


Ignore the safeguarding of domestic industry, agriculture and labor. 


The President also said just recently in his special message to 
Congress, on January 10, 1955, that: 


The 3-year extension of the Trade Agreements Act should authorize subject 
to the present peril point and escape clause provisions . 


Can we take any stock in these promises in view of his performance 
record? 

The record speaks for itself. 

As of January 7, 1955, the Tariff Commission, after due investiga- 
tions and deliverations, recommended nine cases that it considered 
justified for relief under the escape clause to the President for remedial 
action. The futility of these recommendations is borne out by the 
fact that only two cases were approved, i. e., on watches and alsike 
clover seed, the latter onl partially, 

Obviously such a record does not instill confidence and it is reason- 
able to assume that we can only expect similar arbitrary decisions 
in documented escape-clause cases that the Tariff Commission might 
recommend in the future under the present standards of its admin- 
istration. 

I appeared before a committee of the Senate which held hearings 
in 1934 when the original trade agreements bill was being considered 
for enactment into law. At that time one of the arguments used 
to advance the fortune of the bill was that it would promote peace 
in the world. 

Gentlemen, have we had peace in the world in the ensuing 21 years? 
We have had the worst conflict in world history, to say nothing 
of the Korean “police action”? and the dozens of other wars over the 
globe. What happened to the peace-producing effect of the Reciprocal 
Trade Agreements Act? 

The same argument is again being used—that this program will 
promote peace. Competitive trade does not promote peace. Non- 
competitive, yes, but not competitive. 
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Other countries object to surrendering their markets. It seems 
that the United States Government is the only one that does not 
object to losing its markets. Markets in the United States are the 
most valuable in the world. 

It is argued that we must help other nations get on their feet in 
order to keep them from going Communist. We have been helping 
the world for years. We even helped Russia during the war with 
billions in lend-lease. 

But have we stopped the flow of communism? I am sure that you 
know how many millions of people have gone over to communism in 
the last 20 years; I don’t. 

The cry today is the same as it was 21 years ago—‘‘Reduce tariffs. 
Promote foreign trade.”’ 

Let’s not lose sight of what has been happening during the last 21 
years. Tariff rates have been reduced 75 percent by the United 
States. How much have the foreign countries reduced their rates? 
Have they done as well? The United States now ranks only eighth 
from the Lieceet in rates of customs duties collected to total value of 
imports. 

§5, much has been accomplished toward bringing our rates down. 
How much further must we go in order to arrive at the goal set up by 
foreign traders? Just what is their goal anyway? 

We have supplied billions of dollars to foreign nations since the war 
for various purposes, very little of which we will get back. How were 
we able to supply those billions? Because we had a sound, vigorous, 
prosperous economy. 

But what is now happening? Since the false prosperity of war- 
time has ended, we are getting down to the fundamentals. If the 
trade-agreements program is carried much further, business and 
industries by the score will start falling. Coal, watches, wallboard, 
bicycles, ceramics, fishing, wool, and others are already suffering. 
If these fail entirely, unemployment will mount, communities will be 
stricken, human suffering will multiply. Then what will happen to 
the economy? 

We suffering industries are criticized for opposing this program. 
We are asked to walk up and uncomplainingly place our necks in the 
guillotine—to be sacrificed on the altar of a nebulous international 
amity and appeasement. 

In the thirties the Secretary of Agriculture, Henry A. Wallace, 
writing in a brochure titled ‘““America Must Choose”, actually named 
the wool business by name as one of the so-called inefficient industries 
that must go. Can you blame us for our suspicions—for our appre- 
hension, and for fighting back? 

Gentlemen, we of the wool growing industry are unalterably opposed 
to the Reciprocal Trade Agreements Act. We always have been, and 
it is to be assumed that we always will be. 

We, therefore, oppose passage of H. R. 1 and ask that the Recipro- 
cal Trade Agreements Act be permitted to expire on June 12 by your 
refraining from approving H. k. 1. 

If, however, you should approve it, we then ask that it be reported 
to the floor under an open rule which will permit free debate and 
amendment. That is the American way of doing things. 

I thank the committee for your indulgence and patience in hearing 
my testimony. Your kindness will be sincerely appreciated by 
American woolgrowers everywhere. 
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ae pene (presiding). Does that complete your statement, Mr. 
ayer 

Mr. Mayer. With your permission, I would like to read the open- 
ing ee of an article which appeared in the February 2 issue 
of the Wall Street Journal, and ask that the entire article be included 


in the record. 
Mr. Mitts. Without objection, it will be included. 
(The material referred to is as follows:) 


[From the Wall Street Journal, February 2, 1955] 


TarirF Tactics—Evurore Witt Ask Many Cuts 1F Congress Hanns EIsen- 
HOWER New Powers—BritisH MENTION Waisky AND WooLeNns; FRENCH 
Tak or Lace AND Roquerort CuEESE—UNITED States Wants RepucTIons, 


Too 
(By Ray Cromley) 


Wasuincton.—Europe’s trade-hungry bureaucrats can hardly wait for Con- 
gress to vote President Eisenhower new tariff-cutting powers, 

British, French and Italian officials already are drawing up new lists of United 
States duties they want cut, though the President’s tariff bill—H. R. 1—hasn’t 
yet gotten out of committee on Capitol Hill. 

At the British Embassy, trade experts mention the whisky, woolens and cutlery 
industries that would be helped by lower United States tariffs. The Italians 
bring up synthetic textiles and Italian handicrafts like embroideries and hand- 
decorated china. The Frenchmen here wave their arms and talk about Roquefort 
cheese, laces from Lyons, candied cherries and stockings. 

They’re not alone. A commercial official at the German Embassy says, “‘We 
don’t have a list yet. But be sure we'll have one ready, and it will be a long one.”’ 


ACROSS-THE-BOARD CUT 


A Belgian official here argues against fiddling with individual tariff cuts; he 
plugs for an across-the-board slash of United States duties on imports. But he 
notes that Belgium feels the need for United States tariff cuts on some important 
Belgian goods: Crystal ware, carpets, lace, shotguns, diamonds and some metal 
products. 

Netherlands officials say their people are even now pushing in Geneva to get 
another big tariff-cutting conference going; the probable date—sometime this 
fall, say in October or November. 

If a new big tariff confab does get under way this fall, it will find these countries 
and 20 to 30 more all sniping at United States tariffs, and all armed with the argu- 
ment—appealing to Mr. Eisenhower—that if we let them sell more here we can 
cut down on our aid abroad. 

Mr. Eisenhower’s key officials in the State Department are already sold on the 
idea that United States tariffs must be cut further, and cut as drastically as the 
law will allow. 

The law would allow quite a bit, if H. R. 1 passes Congress. House approval 
is expected by a close margin without too much of a struggle, but opposition will 
be stronger in the Senate, where foes of freer trade will put up their stiffest fight. 
The betting now is that the President will wind up with some new powers to trim 
tariffs, but probably not as much as he wants. 

The President is asking for authority to slash back to 50 percent all tariffs that 
are over 50 percent of the value of the imported goods. One embassy man esti- 
mates there are over 480 United States tariffs that are higher than 50 percent. 


“NEGLIGIBLE” IMPORTS 


The President also wants the power to cut the tariff to half the 1945 rate on any 
article that’s imported in “negligible” quantities. Tariff studies here indicate 
there are hundreds, perhaps thousands (depending on how you define them) of 
different goods that can be put in this “negligible” class. Tariff experts point 
out that if the President wants to let in a lot more foreign goods, he can define a 
lot of specialty imports as separate items and thus put them in a “negligible” 
category. 

The President will be able to cut all other tariffs by 15 percent. 
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The major restriction on President Eisenhower’s tariff cutting is that he will 
have to make these cuts gradually over a 3-year period. 

Any United States tariff cuts pushed through at a fall tariff meeting would 
be in addition to whatever tariff cutting the United States agrees to at the tariff 
talks with Japan scheduled to begin in Geneva next month. 

There probably will be quite a few concessions to Japan at that conference in 
textiles, photographic supplies and.equipment, chinaware and pottery, fish, toys, 
sewing machines, and other Japanese goods. These cuts must be applied to the 
same goods from all other nations, too. 


CONCESSION FOR OTHERS 


But, in addition, the United States may make a sizable tariff concession to 
other countries at this Japanese conference. There'll be about 20 other nations 
there, all discussing cuts in their tariffs on Japanese goods. A good many of 
these countries are reluctant to reduce their duties to Japan. 

But United States officials are so determined to get Japan better trading con- 
tions throughout the free world (to keep Japan economically stable and out of 
the Red orbit) that they’re already hard at work figuring how we can cut out 
tariff duties on British, French, Italian, and other goods in return for British, 
French, and Italian promises to cut their duties on Japanese products. Officials 
aren’t clear yet what these cuts might be on, but they may well include some of 
the goods—like lace, textiles, toys, and optical instruments—that these European 
ae have on their lists for the probable worldwide tariff-cutting parley 
next fall. 

State Department officials say these two tariff-cutting conferences won’t work 
“on a one-way street.”” They insist that for most United States tariff cuts there 
will be an “equivalent” foreign cut. 

The new bill, however, gives the President unilateral power to cut tariffs to 
half the 1945 rate on any articles imported in negligible quantities or not at all; 
he can cut them without any equivalent tariff cut by any foreign country. 


CUTS THE UNITED STATES WANTS 


What are some of the goods on which the United States negotiators presumably 


will seek tariff cuts on United States exports? Here’s a partial list made by one 
Government study group: 

Automobiles, charged 63 percent duty in India, 30 to 40 percent in Japan, 
15 to 33% percent in the United Kingdom, and 15 to 30 percent in France. 

Machinery, charged 10 to 25 percent duty in Britain, 6 to 30 percent in France, 
15 to 30 percent in Japan, 5 to 40 percent in Italy. 

Synthetic textiles (including rayon), charged 20 to 35 percent in France, 25 to 
27 percent in Italy, 22 percent in Norway, 18 to 24 percent in Belgium, and 50 
percent in India. 

Cotton manufactures, charged 15 to 30 percent in the United Kingdom, 7 to 
20 paren in Germany, 15 to 25 percent in Italy, 18 to 30 percent in Indonesia, 
and 15 to 27% percent in Canada. 

Grains, charged 15 to 30 percent in France, 15 to 20 percent in Germany, 
25 to 30 percent in Italy, 10 to 15 percent in Sweden. 

And a host of other United States goods similarly taxed, or barred by quotas, 
exchange restrictions, and other hidden barriers in Britain, France, and many 
other countries. 

SOME CALL UNITED STATES TARIFFS LOW 


The new attacks on “high’’ United States tariffs come at a time when some 
United States businessmen figure United States tariffs are already pretty low. 
The President’s own Commission on Foreign Economic Policy, headed by Clarence 
B. Randall, reported that “it seems clear by any test that can be devised that 
the United States is no longer among the higher tariff countries of the world.” 

The United States American Tariff League, in a study of 1951 world trade, 
came up with the conclusion that 35 out of 43 leading trading countries had higher 
tariffs than the United States. This study reported that of the five leading coun- 
tries (the United Kingdom, France, Canada, Germany, and the United States), 
the United States had the lowest average tariffs. 

The league found that average United States tariffs were only 5.1 percent of 
the value of the imported goods. 

The league study has been severely criticized in the State Department and by 
the Randall Commission as being superficial and misleading, but so far neither 
organization has come up with a method it claims is better 





2246 TRADE AGREEMENTS EXTENSION 


In fact, the Randall Commission uses the same method the Tariff League does 
to show that duties on United States dutiable imports dropped from an average 
24.4 percent before the United States began cutting tariffs under the tariff agree- 
ments system down to 12.2 percent in 1953. In addition, about 58 percent of all 
United States imports come in duty free (which makes an average tariff of about 
5.1 percent). 

REDUCTIONS PROPOSED 


But whether United States tariffs are “high’’ or “low’’ as a whole, the major 
foreign countries with goods to sell here find a considerable number of tariffs 
they believe are much too high. 

The British have two lists of tariffs they want cut. The first is a list of prom- 
_— ete exports they think could expand here if United States rates were 
owered. 

They complain their whisky is taxed about 30 percent, their woolen and worsteds 
about 36 percent, their linen piece goods 10 to 40 percent, their iron and steel 
manufactures from 5 to 30 percent, and their cotton piece goods 20 to 52 percent. 
They say their cutlery, hardware, implements, and instruments are taxed 7% to 
50 percent, their china and pottery 31 to 36 percent, and their earthenware an 
average of 23 percent, their textile machinery up to 20 percent. 

They’ve also got a list of other British industries that might be considerably 
better off, they think, if the United States would cut its tariffs. They mention 
glassware, taxed, they say, from 30 to 50 percent; toys, some of which they worry 
are taxed as high as 70 percent. ‘‘And those are kinds we’re specially interested 
in exporting,” says one British official. They also think it unfair that British 
goldsmith and silversmith wares are taxed 25 to 65 percent. 


ITALIAN COMPLAINTS 


The Italians complain many of their handicrafts pay duties of 60 a percent sed and 
more. Says Italian Commercial Counselor Clemente Bolivar, ‘These goods 
aren’t competitive; you don’t make things like them in America in many cases; 


when you do the price is very high. But your high tariffs price them out of your 
market.” 


He said handmade woolen and cotton laces are taxed 90 percent, lace and 
cotton embroideries 90 percent, too. He mentions special types of Italian silk 
cloth taxed here at 75 percent of its ae hand decorated china ‘not pro- 


duced here,” yet taxed at 86 percent. e mentions special artificial flowers 
taxed at 60 percent, ornamental toy stuffed animals taxed at 70 percent, ladies’ 
rhinestone handbags taxed at 65 percent. 

He also lists cherries in brine, ‘‘that take a lot of hand labor to pit’’ taxed at 
= percent and celluloid toys with movable parts which, he said, pay 85 percent 

uty. 

A commercial attaché of the French Embassy here mentions optical glass of 
special types not produced in the United States. ‘Yet,” he says, ‘“‘we’re taxed 
50 percent.” 

He points to the high tax on Basque berets, the 64 to 80 percent tax on fur 
felt hat bodies, the 50 percent tax on lisle socks, the 70 percent tax on china toys, 
and the 60 percent tax on mother-of-pearl buttons. 

He says France would like lower United States duties on French laces and 
handmade paper, on special grinding machines and fancy woolen yarns. 


Mr. Mayer. May I read the opening paragraphs? 
Mr. Miuus. You may proceed 
Mr. Mayer. It is datelined in “Washington. 


Europe’s trade-hungry bureaucrats can hardly wait for Congress to vote 
President Eisenhower new tariff-cutting powers. 

British, French, and Italian officials already are drawing up new lists of United 
States duties they want cut, though the President’s tariff bill—H. R. 1—hasn’t 
yet gotten out of committee on Capitol Hill. 

At the British Embassy, trade experts mention the whisky, woolens, and 
cutlery industries that would be helped by lower United States tariffs. The 
Italians bring up synthetic textiles and Italian handicrafts like embroideries and 
hand-decorated china. The Frenchmen here wave their arms and talk about 
Roquefort cheese, laces from Lyons, candied cherries, and stockings. 

They’re not alone. A commercial official at the German Embassy says: “We 
don’t have alist yet. But be sure we’ll have one ready, and it will be a long one.’ 
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I will not take your time by reading any more of the article. 

Mr. Miuus. Does that complete your statement, Mr. Mayer? 

Mr. Mayer. It does. 

Mr. Miuus. We thank you for your appearance and the informa- 
tion given the committee. 

The Chair would like to observe that the appearance of our dis- 
tinguished colleague, Mr. Fisher, of Texas, is noted. 

The Chair observes that you are a constituent of Mr. Fisher. 

Mr. Mayer. Yes, sir. 

Mr. Mitts. We are very proud of him. 

Mr. Mayer. We are very proud of him, also, in our district. 

Mr. Miuzs. Thank you very much. 

Mr. Mayer. Thank you. 

Mr. Miuus. Mr. Jenkins will inquire. 

Mr. Jenxtns. Mr. Mayer, I want to congradulate you on the 
thoroughness of our statement. 

Mr. 5 realy Thank you. 

Mr. Jenkins. I do not know what you could add to your state- 
ment to better express what you have already said. I feel sorry for 
you and your industry that you are so unsatisfied as it were; you are 
worried. You may not have been here to hear the testimony that 
we have had, but in the time that we have been hearing the persons 
who are testifying in opposition to H. R. 1, we have had all kinds of 
businessmen from all parts of the country and testifying against 
H. R. 1. I should like to see that all of the very distinguished Con- 
gressmen from Texas have a chance to read your speech and to know 
your views on this very important matter. No doubt every Texas 
wool grower agrees with you. 

Mr. Mayer. Thank you very much. 

Mr. Jenkins. That is all, Mr. Chairman. 

Mr. Miuus. Mr. McCarthy, of Minnesota, will inquire, Mr. Mayer. 

Mr. McCartuy. Mr. Mayer, I assume that you have been watch- 
ing the action of the administration with regard to the recommenda- 
tions of the Tariff Commission? 

Mr. Mayer. Yes. 

Mr. McCarruy. In the administration of the escape clause, both 
under the statute and previously when the escape clause was provided 
by Executive order? 

Mr. Mayer. Yes. 

Mr. McCartuy. Is it your opinion that the present administration 
has been more inclined to disregard the recommendations of the Tariff 
Commission with regard to the escape clause than the previous 
administration? 

Mr. Mayer. That is a little difficult to answer. Our experience 
has been that there has not been too much regard given it by any 
administration. I don’t know as I could say that one administration 
has been more neglectful than another in that regard. 

Mr. McCartuy. You are not familiar with the number of cases 
in which the Truman administration, for example, sustained the Tariff 
Commission when it made recommendations? 

Mr. Maver. No, I don’t have that information. 

Mr. McCarruy. Or the Eisenhower administration? 

Mr. Mayer. Well, the Eisenhower administration I do have. 
That was 9 cases recommended and only 2 acted upon favorably. 

Mr. McCartuy. Only two were acted upon? 
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Mr. Mayer. Yes. 

Mr. McCartuy. My second question has to do with the use of the 
slogan ‘“Trade, not aid’ in the lan campaign. You recall the use of 
that slogan? 

Mr. Mayer. Yes. 

Mr. McCarruy. The Democrats used it some, but it was popu- 
larized principally by the Republicans. 

It is your opinion that this slogan is perhaps questionable? 

Mr. Mayer. Yes, I think so. I think it is questionable. 

Mr. McCarrtnuy. Thank you, sir. 

The CuatrMan. Are there any further question? If not, we thank 
you for your appearance and the information given the committee. 

Mr. Mayer. Thank you. 

The CuarrMan. The next is Mr. Edward W. Wooten. 

Come forward, please. Please give your name and address and 
the capacity in which you appear, for the record. 


STATEMENT OF EDWARD W. WOOTTON, WINE INSTITUTE, AND 
OTHER UNITED STATES WINE ASSOCIATIONS 


Mr. Woorren. Mr. Chairman, my name is Edward W. Wootton. 
I am manager of the Wine Institute, Washington office, located at 
1100 National Press Building, Washington, D. C. 

Wine Institute is the trade association for the California wine 
industry, with its principal offices at 717 Market Street, San Fran- 
cisco. California wine growing accounts for about 85 percent of the 
: nited States wine, aad | is one of the basic agricultural crops of the 
State. 

We regret having to object to this bill, but must do so for the 
reasons hereinafter stated. The following United States wine asso- 
ciations have also authorized me to enter their objections to the bill: 

American Wine Association 

Associated Vintners of the Middle West 

Bottle Fermented Champagne Producers, Inc. 
Council Bluffs Grape Growers Association 

Finger Lakes Wine Growers Association 
Maryland Institute of Wine and Spirits Distributors, Inc. 
Michigan Wine Institute 

National Wine Association 

New Jersey Wine Association 

North Carolina Association for Wine Control 
Ohio Grape Growers and Vintners 

Ohio Wine Dealers Association 

Texas Wine Association 

Vermouth Institute, Inc. 

Washington Wine Council 

Wine Association of Florida, Inc. 

Wine Association of Pennsylvania 

Wine Distributors of Northern California 

Ohio Fruit Growers Cooperative Association, Inc. 

1. General: We sincerely regret having to oppose this bill. 

We concur in the general objectives of the Government witnesses 
supporting the bill. It is our desire to assist rather than to obstruct. 
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Nevertheless, we feel strongly that H. R. 1 is not a proper vehicle 
for the establishment of a sound foreign trade policy. Our opposition 
is based not only upon certain new provisions proposed to be added 
into law, but also upon the general philosophy of the bill as applied 
to today’s situation. 

In the short time for oral presentation, we do not wish to burden 
the committee with our own individual problems, nor do we wish to 
repeat what other witnesses have already told you in these hearings. 

We are attaching to this statement, as appendix A, a brief summary 
of the United States wine industry and its position with regard to 
tariffs. You will note from this that we are not hostile to the importa- 
tion of foreign wines, as such, but, rather, that our objection is to the 
importation in quantity of the lower priced foreign wines which are 
frequently in surplus abroad. 

For example, in Western Europe, which is a heavy wine producing 
area, they have substantial surpluses. In 1953 the Franco-Spanish 
surplus alone was 726 million gallons, or about 5 times the total 
United States production. 

The governments of these Western European countries are under 
heavy pressure from their own growers to move these wines into ex- 

ort. 
i Correspondingly, our own Government is under strong pressures to 
admit these wines to the United States, to the detriment not only of 
our own growers, but also of Europeans who have in the past been 
shipping their better quality wines to this market. 

To save the committee’s time in this oral presentation, we should 
like to have permission to have appendix A inserted in the record 


immediately following this testimony. 

For the same reason, we have attached to this statement other short 
appendixes, to which we shall refer later on. We should appreciate 
it if these also could be similarly entered in the record. 

(Appendix A referred to is as follows:) 


AppENDIX A—WINE INsTITUTE STATEMENT 


BRIEF DESCRIPTION OF UNITED STATES WINE INDUSTRY AND SUMMARY OF ITS 
POSITION 


This information was given in more detail before the Committee on Ways and ° 
Means in May 1953 on behalf of Wine Institute and 15 other principal wine asso- 
ciations in the United States representing over 90 percent of American production 
(see Hearings, Trade Agreements Extension Act of 1953, pp. 536-546). 

(1) The United States is a substantial wine-producing country in its own right. 
According to the 1939 international figures, it ranked fourth in crushing grapes for 
wines and brandies, behind France, Italy, and Spain, which have the greatest 
volume in this field. It contributes substantially to the country’s economy. 
We have about 675,000 acres of grapes, nearly one-half of which annually goes to 
the wineries, as well as many other fruits and berries. About 14 million tons of 
fruit are crushed annually by 667 bonded wineries in 27 States. It is estimated 
that total vineyard and winery employment, including seasonal labor, is about 
158,000 persons with a total payroll of about $265 million; that the value of our 
vineyards is about $325 million; and that the value of the wineries, including 
plant, equipment, inventory and real property, is about $250 million. Other 
American industries benefit substantially from this enterprise, such as supplies, 
glass and fiberboard, trucking and rail transportation. 

(2) Wine growing is substantially a farmer’s enterprise. It is estimated that 
only about 25 percent of the crush is on a purely arms-length commercial basis with 
the vineyard owner, and that the farmer is directly interested in about 75 percent 
of production through various forms of legal relationships with the winery opera- 
tion. The farmer’s outlet for his fruit through wine is also directly correlated 
with the other outlets for his fruit such as juices, drying, and fresh shipment. 
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Any economic impediment in the balanced flow of his fruit into any one of these 
outlets automatically detracts from the economic health of his other outlets as 
well. This is well recognized as an integrated economic field, and tariff matters 
affecting wine must also be recognized as affecting grape farmers, and other fruit 
farmers, generally. 

(3) The United States wine industry is one of the many production enterprises, 
not of a mass production type, in this country that is inherently vulnerable to 
destruction from competitively priced similar products from abroad. Entirely 
aside from the question of direct wage comparisons (we pay from $8 to $9 a day 
for vineyard labor and $9.60 to $10.60 a day for winery labor, whereas the rates 
in Europe range from about $2.50 a day in France down to much less in Spain, 
Portugal, and Italy), practically all our wines move to the consumer under bottling 
conditions strictly controlled by both the Federal and State Governments under 
relatively high minimum quality standards. This is not generally true in most 
other countries, where the greater part of the production moves to the consumer 
in bulk and on a “‘buyer beware” basis. The operations in making wine are sub- 
stantially the same the world over. It is essentially a system whereby the wine 
grower guides certain processes of nature, and does not lend itself in any substan- 
tial degree to elimination of the human factor. 

(4) As in most wine producing countries, it has been natural and normal here 
for the consumer to rely upon the home product. In the past, most of the import 
trade in wines was based on shipping here items which were in a sense a specialty 
of the country of origin and which commanded a relatively good price in their 
own country as well as here. Since World War II, and since the general round 
of tariff reductions occurring under the Reciprocal Trade Agreements Act almost 
immediately thereafter, there has been a substantial change in the type of importa- 
tion, largely on the part of foreign shippers who never shipped to this country 
before and importers here other than those long established in the prior type of 
import trade. The newer type of importation referred to arrives here at price 
levels that allow substantially higher margins for distribution at consumer prices 
with which it is impossible to compete. The effect of displacement of part of 
our production is already noticeable, particularly in the eastern seaboard markets 
where United States wines have lost restraurant distribution and have been 
substantially displaced in hundreds of the principal retail stores. 

We have repeatedly stated that we have no objection to the regular customary 
type of import trade, which may be regarded as supplementing rather than dis- 
placing our own production. We have in the past expressed concern that existing 
legal procedures do not permit the policy declaration of the Congress with regard 
to injury findings in escape-clause proceedings to be fully implemented in accord- 
ance with the facts. 

(5) We do not object to any future national policy that has for its purpose 
merely supplementing American production. We must necessarily oppose, both 
for our own affected agricultural groups and for other groups similarly situated 
(and whether large or small), any such radical change in national policy as would 
deliberately encourage displacement of American production in our own markets 
with foreign production from lower-living-standard countries. Any such policy, 
entirely aside from its obvious immorality from the point of view of recognized 
relationships between any government and its nationals, would be injurious to the 
welfare of the Nation asa whole. Such a policy is not at all a solution to a number 
of other very genuine problems now being studied, but is rather a doctrine of 
despair confessing its failure to be able to solve those other problems. 


Mr. Woorrton. No. 2: The problem before the committee: 

In this oral presentation we shall limit ourselves to the problem 
before your committee, as we understand it. We shall try to show 
that the bill, H. R. 1, does not meet this problem. We shall also try 
to show that there are solutions to the committee’s problem other 
than H. R. 1. 

In testifying before you, there have been many witnesses represent- 
ing different points of view. As we understand their testimony, the 
situation boils down to this: 

1. The Government witnesses testifying for the bill have indicated 
that their principal objective is to have some more or less permanent 
foreign trade legislation for the United States which will assure our 
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friends abroad that Congress is not going to legislate one way this 
year and another way the next. 

' 2. The export interests in this country support this bill in the belief 
that it will secure them relief: from artifeial impediments abroad now 
halting the outward flow of their products. 

3 The importers—speaking for themselves and for their foreign 
principals abroad—ask for relief from any artificial United States 
tariff barriers—whether they be duty rates, or quotas, or customs 
procedures, or methods of assessment—that make the handling of 
their business unduly burdensome. 

4. Home industries producing for the American market point out 
that improper regulation of the inflow of foreign commerce already 
has in some cases, and probably will in many ole cases, wreck their 
businesses, and irrevocably alter the livelihoods of those engaged in 
them, whether in management or in labor. 

All these, in our opinion, are perfectly legitimate interests that must 
be satisfied in any sound and permanent United States foreign trade 
policy. If H. R. 1 were a bill designed for this purpose, we would 
support it, subject to suggestions for its improvement, but not in 
opposition to the bill itself” 

In our opinion, however, this bill does not attempt to reconcile 
these interests. Rather, it puts them in conflict with each other. 

To resolve the tariff problem there have, in the last few years, been 
a succession of separate reports; the Bell report, the Grey report, and 
more recently, the Randall report. 

During this time Congress has extended for brief periods the present 
tariff laws in the hope that there could be presented to it some legisla- 
tion that merited a permanent adoption. 

H. R. 1 not only fails to modify present law to meet today’s condi- 
tions; it also adds new features of a highly controversial and doubtful 
nature. 

It must be disturbing to this committee to see no permanent solution 
in sight. 

The committee must also be disturbed by the fact that both existing 
law, and the proposed legislation, have resulted merely in putting at 
loggerheads the various legitimate interests in this country that should 
be reconciled. 

These interests should be dealt with on the basis that is fair to all, 
not merely by the method of giving one group something at the 
expense of another. 

3. The realities of the present situation: Any successful foreign 
trade legislation must, in our opinion, recognize two basic realities. 

First, the situation today is entirely different from that 20 years 
ago when the Reciprocal Trade Agreements Act was first adopted. 
In those days the rates in the 1930 Tariff Act, which had been adopted 
in the atmosphere resulting from the stock market crash of 1929 and 
the ensuing depression, were to a large extent “‘paper’’ rates, in the 
sense that many of them were higher than actually needed for protec- 
tion of American industry against injury. 

A similar situation existed abroad. Therefore, during the period 
of Mr. Hull’s administration of the Reciprocal Trade Agreements Act, 
he dealt with foreign nations largely on the basis of trading paper 
rates here for paper rates abroad. 
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Since World War II, however, it has become increasingly apparent 
that the trading of paper rates for foreign concessions has pretty much 
hit rock bottom, so far as the United States is concerned. 

Our average tariff on dutiable items is now only 12% percent. 

Attached, as appendix B, is a chart from the New York Times 
showing the average rates on dutiable items from 1900 down to date. 

(The material referred to is as follows:) 
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It is quite plain today that conducting reciprocal trade in the same 
manner as in the past, is putting our State Department in the position 
of trading “ry living industries here in return for foreign conces- 


sions. It is no longer a matter of trading paper rates only. 

In the last 5 years there has been an increasing succession of indus- 
tries that are either already badly damaged, or that will be badly 
damaged, if the present policies are continued. 

Second, the other basic reality that must be faced is the fact that 
there is a very substantial difference of living standards among the 
various trading nations. 

A couple of years ago we asked the Bureau of Labor Statistics for 
an index reflecting these different living standards. They furnished 
us with an index based on the relative power to earn food with a given 
number of hours of labor, as follows: 


Waleed Oee ii Ss ek se 100 | Germany 
Norway 71 | Netherlands 
Great Britain 65 | France 
Denmark 62 | Austria 
Ireland 48 | Italy 
rR 1 Sas ea ee 


There are probably other ways of making up such an index, but 
this seems sufficient for illustrative purposes. 

It must be perfectly plain that these different trading nations cannot 
deal with one another on the same basis that we deal with ourselves 
in business within our own country—where we have a fairly uniform 
living standard, and a common and stable medium of exchange. 

Higher living standard countries cannot receive an unlimited flow 
of goods from lower living standard countries without some form of 
protection to their home-production industries from competitive im- 
ports. 
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Jonversely, higher living standard countries cannot ship to lower 
standard countries, in unlimited quantities, the same type of goods 
at the same price as they produce for the home market. Many of 
these customer countries are in a model T economy, so to speak, and 
we have to ship them the type of goods that they really need, and at 
prices in line with their actual earning power. 

We can’t hope to sell them any great quantity of “solid gold Cadil- 
lacs,’ nor can we expect them to Ses from us goods that can be pur- 
chased more cheaply from other countries with living standards 
substantially lower than ours. 

If these two realities are recognized, then, it seems to us, that we 
can get on with the very real problem of how to deal, both in this 
country and abroad, with the problem of tariff barriers that are ac- 
tually artificial in their nature. 

We believe that this can be done. 

We also believe that if an honest and fair attempt is made to do so, 
that you will have the support and cooperation of the various interests 
that now find themselves in conflict with each other, both under present 
laws, and under this proposed bill. 

IV. Defects of the instant bill: H. R. 1 has been widely advertised 
as a moderate bill. This is apparently based on the specific percentages 
in the bill with regard to further cuts. Fifteen percent is a relative 
figure. It is certainly smaller than 50 percent, but a small percentage 
can be very serious for certain industries. 

The reduction to 50 percent for rates on “negligible” items sounds 
good, but attention is called to the fact that the bill says nothing about 
what you do about these rates if the quantity of imports should become 
materially larger after the rates have been reduced to 50 percent. 

Whether these proposed provisions are moderate, or not, depends 
entirely on the specific industry involved. 

In any case, it seems to us that they give an excessive advantage to 
lower valued goods and less incentive to higher valued merchandise— 
exactly contrary in solution to what is desirable for fair competition 
between imports and domestic articles. 

In addition, the bill contains new features not heretofore in existing 
law. 

Reference is made specifically to the language at pages 2 and 3 of 
the printed bill, headed, respectively, subparagraph A and subpara- 
graph B, the text of which is reproduced here in appendix C. 

(The material referred to is as follows:) 


APPENDIX C. WINE INSTITUTE STATEMENT 


(A) To enter into foreign trade agreements with foreign governments or in- 
strumentalities thereof containing provisions with respect to international trade, 
including provisions relating to tariffs, to most-favored-nation standards and 
other standards of nondiscriminatory treatment affecting such trade, to quanti- 
tative import and export restrictions, to customs formalities, and to other mat- 
ters relating to such trade designated to promote the purpose of this section simi- 
lar to any of the foregoing: Provided. That, except as authorized by subpara- 
graph (B) of this paragraph, no such provision shall be given effect in the United 
States in a maner inconsistent with existing legislation of the United States. 

(B) To proclaim such modifications of existing duties and other import re- 
strictions, or such additional import restrictions, or such continuance, and for 
such minimum periods, of existing customs or excise treatment of any article 
covered by foregin trade agreements, as are required or appropriate to carry out 
any foreign trade agreement that the President has entered into hereunder. 
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Subparagraph A conveys to the Executive complete and blanket 
authority to write legislation on tariff matters in all areas where there 
is no existing legislation. 

Subparagraph B authorizes the Executive to act in a manner di- 
rectly inconsistent with legislation already on the books, so long as 
his action is “necessary or appropriate” to any foreign trade - 
ment he has entered into, and so long as the subject matter of the 
action is a rate of duty, an import restriction, a customs treatment, or 
an excise treatment, of any article covered by any trade agreement. 

Under the Constitution the responsibility and duty for the regula- 
tion of the inflow of foreign commerce rests specifically on Congress. 
It is not a responsibility or prerogative of the Executive. 

In the past whenever Congress has asked the Executive to show in 
the administration of its legislative responsibilities, it has used one 
of two methods. 

The first, a quasi-legislative process, is to ask the Executive to pre- 
pare legislation and submit it to the Congress, under a prior act of 
authorization, which puts the legislation prepared by the Executive 
into effect automatically if it has lain before the Congress for a certain 
period and has not been objected to. 

The successive Reorganization Acts are an example. 

The second method, a quasi-judicial process, has been to define in 
statute a definite objective to be accomplished, and then to delegate to 
an administrative officer, or to an administrative body, the duty of 
carrying out the statute under standards of conduct that prevent ad- 
ministrative officers exercising their own personal judgment and so 
as to permit their actions to be reviewed and judged by other men in 
line with the standards laid down by the Congress. 

Under our Federal system these quasi-legislative or quasi-judicial 
processes have usually been considered a necessity to prevent an im- 
pairment of the constitutional responsibilities of the Congress. 

With regard to the delegation of legislative responsibility proposed 
in subparagraphs (A) and (B), we can find no retention at all by 
Congress of its legislative responsibilities. In effect, the proposal in 
this bill is a proposal used in quite a number of foreign countries— 
government by executive decree—which is generally considered both 
foreign and inimical to our system of government. 

In our opinion this proposal would have the following specific 
effects, among others: 

A. Section 22: Section 22 of the Agricultural Adjustment Act, 

roviding for quotas necessary to protect a Federal agricultural mar- 
c<eting program, is an import restriction contained in existing legis- 
lation. The language of the bill authorizes the Executive to modify 
the application of this law in a manner inconsistent with its express 
terms. This has been called to your attention by the Secretary of 
Agriculture. 

B. Peril point and escape clause: These provisions of law, enacted 
by Congress in 1951, can constitute either a statutory requirement 
with regard to a duty rate, or a statutory requirement with regard to 
quotas, depending on the facts in a given case. As presently enacted, 
these provisions are not binding on the Executive to the extent that 
if they are disregarded by the Executive, a report must be made to 
Congress in explanation, 
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Attention is called to the fact that the majority of the Randall Com- 
mission recommended that the statute be specifically amended to allow 
the Executive to es the peril point and the escape clause in 

e language of this bill accomplishes exactly 


the national interest. 
that result. 

Attention is called to the fact that when the Government witnesses 
were testifying in support of this bill, inquiries from many members 
of this committee were addressed to the question whether, under this 
bill, specific industries could be injured. 

As I understood the testimony, there was no answer that was 
directly responsive to these questions. There was no denial that a 
specific industry could not in fact be injured. The only flat statement 
was that there would be no injury to the national economy. 

Even under the existing law, you have had a constant series of com- 
plaints that the escape clause is not being administered in accordance 
with its intent. While we cannot testify for the industries that have 
had experience under the escape clause, we believe that an examina- 
tion of the decisions will show that, despite findings of injury by the 
Tariff Commission, the tendency at the State Department level is to 
refuse to concede injury on the general theory that the capital and 
labor involved could, or should, find some other activity than the one 
in which they are engaged. 

We believe you will also find that this approach, at that level, has 
actually affected the Tariff Commission itself, in that they are re- 
luctant now to find injury with regard to specific commodities if the 
firms involved happen to be engaged in the production of other com- 
modities not at the moment involved with import competition. 

This whole approach is tending to nullify the escape clause and the 
peril point as we understand the purpose of those provisions, and as 
we believe Congress understood them when they enacted them. 

Under this bill, the present situation would be intensified and made 
worse, because the Executive would not only have the legal right, but 
now also the moral right, to disregard injury even though injury were 
proven beyond question. 

C. Customs simplification: This bill clearly authorizes the Execu- 
tive to rewrite, in a trade agreement, procedures with regard to cus- 
toms treatment and excise treatment which are inconsistent with 
existing law. Elimination of red tape in our old statutes is eminently 
desirable. But we do not think these provisions should be rewritten 
by the Executive without retention of supervision and control by the 
Congress. There is a very sound reason for this: 

The handling of customs procedure in many cases is tied up with an 
indirect effect on the actual duty rate. For example, some years ago 
a proposal was made to assess the excise on foreign spirits in the same 
manner as on domestic spirits. This proposition sounded good on its 
face, but actually the change proposed, in this law of many years 
standing, would have had the effect of putting foreign spirits on the 
free list and giving them a small bonus besides. 

The proposal was rejected by the Congress when they found out 
what the actual facts were. You now have a somewhat similar prob- 
lem before you on the question of how to determine value. Nobody 
objects to arriving at value in the simplest and most practical method 
which can be worked out, but some of the proposals for doing this 
have actually meant a very substantial lowering in real duty rates 
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without any consideration whatsoever of the effect of this from the 
point of view of injury to American industry. 

D. Other possibilities: The proposal is so broad that examples 
might be multiplied. We should like to mention, for example, that 
they seem to us broad enough to cover the nomenclature of American 
products, such as cheese and wine, and the standards of identity for 
products that have been set up both under the Food and Drug Act and, 
in the case of alcoholic beverages, under the Federal Alcohol Adminis- 
tration Act. 

In the Havana charter, which preceded the ITO charter, which 
Congress rejected, there was a provision with regard to protection 
of foreign marks of origin that caused us considerable concern with 
regard to some of the wine terms that have been used in this country 
for over a century with the approval of all Federal administrative 
agencies aeinetadd: 

We had informal assurances both from the State Department and 
the Treasury Department that the provision was not intended to apply 
to this situation. But there was no specific assurance to that effect 
in the language of the charter itself, and, on this ground, at least one 
nation, Chile, refused to sign it. 

In considering the possible effects of this proposed legislation, at- 
tention is called to the fact that this document is linked up with the 
proposed revision of GATT which is now under discussion at Geneva. 
Only the organizational features of the revised GATT will be pre- 
sented to the Congress. 

There has been no promise to similarly submit its substantative 
provisions. 

Our Executive here, in administering this bill, will be bound by 
whatever substantive agreements are entered into with foreign nations 
at Geneva. In other words, this bill, if enacted, will, in effect, be 
administered by the collective judgment of the approximately 3 dozen 
nations that will be parties to the revised GATT. Its administration 
will not be the judgment of our Executive alone. 

I should like to call to the committee’s attention what recently hap- 
pened to the French. This is set out more fully in appendix D, an 
article by Michael L. Hoffman, from Geneva, appearing in the New 
York Times of January 19, 1955. 

(The material referred to is as follows :) 


[New York Times, January 19, 1955] 
APPENDIX D. WINE INSTITUTE STATEMENT 
Paris IMporT TAx ASSAILED BY GATT— 


TArIFFs Bopy, ScORING FRANCE FoR LEVYING Extra DUTIES, PERMITS RETALIATION 
(By Michael L. Hoffman) 


GENEVA, January 18.—The French Government has been severely criticized 
by the contracting parties to the General Agreement on Tariffs and Trade 
(GATT) for maintaining special import taxes in violation of the agreement. 
The contracting parties are the governing body for the 35 countries that adhere 
to the tariff system and trade rules established under the agreement. 

The contracting parties, in one of their rare formal actions of this nature, 
have also authorized other countries to retaliate against France if they feel them- 
selves injured by the special taxes. 

The action and the language in which the decision is couched are regarded 
here as challenging the tendency of certain European countries to ignore inter- 
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national commitments. These countries consider that tolerance of restrictive 
trade practices by purely European organizations such as the Organization for 
European Economic Cooperation entitles them to ignore their commitments under 
wider international agreements. 


FRENCH SEEK TO JUSTIFY TAX 


The taxes in question are special taxes, ranging up to 11 percent, which apply, 
on top of ordinary import duties, to certain imports from other European coun- 
tries that have recently been “liberalized.” This means, in European parlance, 
that they are no longer subject to import quotas. 

The French delegation contended that, since circumstances would have justified 
the retention by France of quantatative restrictions on these imports, the im- 
position of a special tax to diminish the impact of competition on French pro- 
ducers when the quantitative restrictions were removed was justified. The 
contracting parties noted this argument and rejected it. 

Oniy last week France was given a mild slap on the wrist by her colleagues 
in the Organization of Kuropean Heonomic Cooperation for not removing these 
taxes faster. 

The difference between the European trade rules and the international trade 
rules has seldom been more clearly brought out. Under the European rules 
France is merely not doing as well as she said she would do in removing a trade 
restriction. Under the international rules she is violating an international 
agreement by having the tax at all and risks, thereby, losing the right to tariff 
concessions that other countries have granted on French exports. 


ARTICLE OF PACT IS CITED 


“Whatever may have been the reasons that motivated the French Govern- 
ment’s decision,’ the contracting parties’ long decision states, “the tax has 
increased the incidence of customs charges in excess of maximum rates bound 
under article II.” Wnder article II the signatories of the international agree- 
ment bind their negotiated tariff rates for an agreed period of years. 

The contracting parties also found that the tax had the effect of increasing 
the margin of tariff preferences given by France to her colonial and associated 
territories. This is likewise prohibited under the international rules. 

Some of the resentment the French Government has aroused here over its 
tendency to ignore the rules and its tactics in trying to weaken the force of the 
rules, which are now undergoing a general review, found expression in the 
repiainder of the decision published today. 

The contracting parties “regretted” that France had not seen fit to consult 
them before imposing the special tax. They also called upon France to report 
to a special committee on her progress in getting rid of the objectionable tax 
and decided to put the matter immediately on their agenda for their next formal 
meeting. 

These are well understood means of warning the French that they will have 
to appear before the contracting parties, in their quasi-judicial capacity, at 
an early date to justify their position as of that time. 


Mr. Woorron. The French had been trying to reduce some of the 
excessive quotas that they have had there, in an effort to smooth off 
trade between themselves and their immediate Western European 
neighbors. With removal of these quotas, they felt, however, that 
there should be some cushioning of the shock, and they imposed special 
taxes or duties, ranging up to 11 percent. These new duties were 
promptly question by GATT, which authorized the other countries 
to retaliate against France if they felt like it. 

GATT then eo the matter on the agenda for the next meeting. 


Hi reporter adds a closing paragraph, which is worth noting, as 
ollows: 


There are well understood means of warning the French that they will 
have to appear before the contracting parties, in their quasi-judicial capacity, 
at an early date to justify their position as of that time. 


57600—55—pt. 2——_57 
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It is perfectly clear that the delegation of authority to the Execu- 
tive in this bill is not a delegation to our own Government, but is 
rather a delegation to an international quasi-judicial body wholly 
unresponsive to the Congress, or through Congress, to the people of 
the United States. 

V. Possible solution for internal legislation: To reconcile the con- 
flicting interests of our home production industries and of our import- 
ers, we respectfully suggest to this committee that it should review 
the bills introduced last session and carrying the short title Tariff 
Adjustment Act of 1954—such as H. R. 9174, by Mr. Scudder, of 
California. 

We understand that some of these have been reintroduced at this 
session. 

While there are some differences among these bills, they all con- 
tained one central, permanent, and controlling provision. This pro- 
vision directed the Tariff Commission to make such traffic adjust- 
ments, whether in rates or in quantitative restrictions, or in classifica- 
tions, as were necessary to establish and maintain fair competition 
between domestic articles and competitive imported articles, and then 
continued : 

For the purpose of this part, fair competition between domestic articles and 
competitive imported articles shall exist when, insofar as the application of this 
act is concerned, the largest possible quantity of the imported articles may be 
imported into the United States consistent with the absence of import injury 
by reason of such importation. 

These bills were designed, through the use of an administrative 
agency acting in accordance with established principles of administra- 
tive law, to reduce the tariff structure of the United States as far as 
this possibly could be done without working any serious injury on our 
home industries. They were intended to satisfy the legitimate in- 
terests of both the importers and the home industries to the largest 
possible extent. 

The remainder of the text of these bills was primarily of a pro- 
cedural nature, on which it would be advantageous to have discussion 
so as to make sure that any finally established procedure would be 
clear and fair. 

We respectfully suggest to this committee that it table HR 1 for 
the time being, and that it consider these other bills with a view to 
hammering out a sound piece of legislation which will provide a per- 
manent basis for establishing duty rates and regulating the inflow of 
foreign commerce into this country. 

In our opinion, the intent of these bills was so completely fair to 
the heretofore conflicting interests that have appeared before this 
committee, that we believe you will get full cooperation from these 
various industries in working out the details of the legislation. 

We should then like to suggest that the actual enactment of the 
legislation, when finally yaebed out, be withheld until it is found 
out what is being developed at Geneva in revising GATT. 

The bills I refer to contained generous concessions to foreign trad- 
ers, and it might be desirable to see what foreign concessions are being 
proposed abroad that might benefit our export industries here. 

VI. Possible solution for foreign concessions: Last autumn, the 
State Department held public hearings in advance of sending its dele- 
gates to Geneva on the revision of GATT. 
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In our testimony before them, we pointed out that the present 
system of trading concessions was not getting us very far on reduci 
obstacles to international trade. It seems to be generally admit 
that a great many foreign countries that have heretofore given con- 
cessions have found other methods of imposing restrictions that have 
the effect of nullifying the apparent concession granted. 

We pointed out to the State Department that the present system 
of bargaining one individual concession for another in fact defeats 
itself, use it puts a premium on the maintenance of artificial trade 
restrictions, if only for the ee of bargaining. 

As an example, we are attaching as appendix E, a news item from 
the Herald Tribune, giving the position of the British Chancellor of 
the Exchequer, Mr. Butler, at a meeting of his own political party in 
Blackpool last October. 

(The information referred to is as follows:) 


[From New York Herald Tribune, October 9, 1954] 
APPENDIX E—WINE INSTITUTE STATEMENT 


Wortp News—Won’r Act Frkst, Butter Says—Britain Bris UNITED STATES 
EASE TRADE Barks 


(By Joseph Newman) 


BLACKPooL, England, October 8.—Chancellor of the Exchequer Richard A. 
Butler said in a speech here today that during his visit to Washington late last 
month he told the American Government “in words of one syllable” that the 
United States must change its trade practices before Great Britain will make any 
new move to lift its restrictions. 

Mr. Butler had the spotlight on the second day of the Conservative Party 
conference, and he propounded what was in effect a doctrine of “we'll do what 
you want if you first do what we want.” 


WANTS MARKET OPENED 


The United States, it is known, wants Britain to lower its trade barriers and 
permit free convertibility of the pound sterling. Britain has taken several tenta- 
tive steps in that direction, but Mr. Butler made it clear today that before it 
takes another it wants the United States to lower its tariffs and ease its controls, 
so as to admit a greater volume of British goods to the American market. 

In the past, Mr. Butler has insisted on favorable American action as a pre- 
condition for more liberal trade practices on the part of the British. Today 
he made his point more sharply than before. 


WHAT HE TOLD UNITED STATES 


Regarding the problem of lifting trade barriers, he told the Conservative dele- 
gates: “We shall not move until the conditions which I described in America are 
fulfilled, namely, that other people do something for us if they expect us to do 
something for them. 

“That is what I explained in words of one syllable to the United States ad- 
ministration, that we expect some improvement in their trade practices before 
there is any question of our lowering our barriers any further or indulging in 
any further nondiscrimination.” 

He advised his hearers “not to underrate the public statements or the good 
intentions of the President of the United States.” 


_Mr. Woorron. Mr. Butler made it quite clear that he was in a posi- 
tion to remove certain import restrictions and also to advance toward 
currency convertibility at least to some degree. 
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He stated, however, that he had no intention of so doing until he 
had gotten some further trade concessions out of the United States. 

This is not in criticism of Mr. Butler. Under the present rules of 
the game, so to speak, he has every right to do this. Our point is that 
the present rules of the game tend to be self-defeating, so far as get- 
ting rid of artificial trade barriers is concerned. 

We suggested to the State Department that they might consider 
amending GATT so that each of the contracting nations would agree 
in advance, either through legislative or administrative action, to re- 
duce its tariff barriers to the maximum extent that it could, without 
injuring its home industries. 

Ve also suggested that this agreement include an agreement on the 
part of each nation to give foreign nationals the same right of access 
to its courts and administrative tribunals that it accorded to its own 
nationals so that conduct of these matters might be through the 
traders themselves and not through their government diplomats. 

The full text of this suggestion is attached as appendix F. 

(The material referred to is as follows :) 


APPENDIX F.—WINE INSTITUTE STATEMENT 
PROPOSED ARTICLE BLANK TO GATT 


1. Bach contracting party agrees, through its own appropriate legislative or 
administrative action, to accord a fair competitive status in its own internal 
markets to the products of the other contracting parties. Such fair competi- 
tive status shall be deemed to exist in the authorization of entry and sale of 
imported products to the maximum extent consistent with such legislative or 
administrative determinations, made in good faith, as may appear to each con- 
tracting party to be necessary to prevent or to remedy any materially adverse 
effect upon its own domestic industry, agriculture or labor, arising from the 
importation and sale of competitive products. 

2. Each contracting party agrees to accord to the nationals of the other con- 
tracting parties the same right of access and participation, in the formulation 
of administrative or judicial determinations under paragraph 1, that it accords 
to its own nationals. 

3. The provisions of this article shall not apply to measures taken in good 
faith by any contracting party for any of the following purpose: (1) measures 
taken in defense of the national security; (ii) measures taken to protect the na- 
tional currency, or to protect the national financial reserves; or (iii) measures 
taken to maintain the national revenue through imposition of duties, to the 
extent that other methods of maintaining the revenue are deemed impractical. 
In cases where measurs are taken under this paragraph by any contracting party, 
such contracting party shall advise the other contracting parties as to the ne- 
cessity for the measures and shall, if possible, give reasonable notice before 
putting the measures into effect. 


Mr. Woorrton. In basic principle, this proposal was merely a re- 
statement, in international terms of the Tariff Adjustment Act of 
1954 previously discussed, so as to put each nation in the same status 
as proposed for ourselves. 

This proposal, if either it, or something similar to it, should be 
adopted, would mean that our exporters here would obtain the utmost 
vossible access to foreign markets that could be reasonably expected, 
both diplomatically and as a matter of practical economics. We don’t 
see how our Government can do any more for our exporters except 
either through subsidy or state trading. 
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We believe it is very important for this committee to reserve deci- 
sion on any internal legislation until the general tenor of the sub- 
stantive provisions of the revised GATT are known. 

We think it is important to find out if there is going to be equal 
treatment in this agreement. For example, it has been stated in the 
press that the American delegation at Geneva has taken a very strong 
stand against quotas of any sort. On the other hand, the problem of 
the Japanese trade agreement raises a very serious question as to 
whether quotas are not necessary, as we think they are in many cases. 

The Whaley-Eaton foreign letter of January 11, 1955, reported 
as follows: 


Japanese membership in GATT will be approved by Britain, but only after 
“reasonable safeguards” are imposed. Special protection will be sought for 
Lancashire cotton goods and English pottery. Also, curbs will be imposed on 
Japanese competition in British overseas colonial markets. 

I have no doubt that our own producers of cotton goods and 
pottery—who see some form of quota as the only sensible method 
of allowing competitive imports to come into this market in reason- 
able quantities without placing a complete embargo on them— are 
a little puzzled as to why our Government should not be consider- 
ing “reasonable safeguards” here, when they are apparently bein 
considered by other governments as necessary to the revised GAT’ 
agreement. 

VII. Conclusion: We respectfully suggest to this committee that, 
under the circumstances outlined, it would be desirable for the com- 
mittee to consider writing its own legislation. 

We feel that they can do so in a manner which is fair and just, and 
which also reconciles the sharply conflicting interests that have ap- 
peared before it. 

We believe that, if the committee should do this, it would secure 
the active cooperation of the various conflicting interests now involved 
in this particular bill. 

We hope that our suggestions may have been of some assistance to 
the committee, and we appreciate very much this opportunity of testi- 
fying before you. 

Thank you. 

The CuatrmMan. Does that complete your statement, Mr. Wootton ? 

Mr. Woorron. Yes, sir. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? 

If not, we thank you, sir. 

Mr. Woorron. Thank you. 

(The following letter was submitted for the record :) 


NATIONAL ASSOCIATION OF ALCOHOLIC BEVERAGE IMPORTERS, INC., 
Washington 4, D. C., February 11, 1955. 


Mr. THomas A. MARTIN, 
Agsistant Clerk, Committee on Ways and Means, 
House of Representatives, 
Washington 25, D. C. 
Dear Mr. MARTIN: In the hearings before this committee on H. R. 1, Mr. 
Edward W. Wootton, appearing for the Wine Institute, made a statement under 
subsection C. Customs simplification, under section IV, “For example, some years 
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ago, a proposal was made to assess the excise on foreign spirits in the same man- 
ner as on domestic spirits. This proposition sounded good on its face, but 
actually the change proposed, in this law of many years standing, would have 
had the effect of putting foreign spirits on the free list and giving them a small 
bonus besides. The proposal was rejected by the Congress when they found 
out what the actual facts were.” 

This statement was an illustration of a point which he was trying to make, 
but his illustration does not conform to facts. 

In 1951, the Hon. John Graham, Assistant Secretary of the Treasury, testified 
before the committee in favor of customs simplification recommending that the 
internal revenue tax on distilled spirits be paid on the proof gallon basis only. 
His testimony on this point appears on page 207 of the record of the hearings 
before this committee. 

Mr. Wootton stated that the proposal made by the Treasury Department would 
have the “effect of putting foreign spirits on the free list and giving them a 
bonus besides.” This isinerror. Distilled spirits would not have been removed 
from the dutiable list. They would still be subject to tariffs, which on brandy 
amount to $1.25, and on whisky, $1.25 and $1.50 per gallon. The proposal of 
the Treasury Department would correct a de facto discrimination and would 
result in the collection of the same amount of tax on imported spirits and on 
domestic spirits. At the present time, the amount of tax collected on imported 
spirits exceeds that collected on domestic spirits, because if the former are im- 
ported at 86 proof, the tax is collected on the wine-gallon basis, that is, as though 
it were 100 proof, whereas on domestic spirits the tax is paid at 100 proof and 
then withdrawn from bond, reduced in proof, and bottled. 

The statement is in further error when Mr. Wootton says “the proposal was 
rejected by the Congress when they found out what the actual facts were.” The 
proposal was rejected by this committee on the ground that it was not pertinent 
to customs simplification, 

If it is possible for you to insert this into the record and relate it to the testi- 
mony which Mr. Wootton has made, I shall greatly appreciate it. 

Very truly yours, 
Harry L. LOuRIE, 
Executive Vice President. 


The Cuatrman. The committee will now recess until 2 o’clock. 
(Thereupon, at 12:35 p. m., the committee was recessed, to recon- 
vene at 2 p. m., same day.) 


AFTERNOON SESSION 


The Cuatrman. The committee will please be in order. The first 
witness this afternoon is the Honorable Henry A. Dixon. 

Mr. Dixon, for the record, will you please give your name, address, 
and the capacity in which you appear. 
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STATEMENT OF HON. HENRY ALDOUS DIXON, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF UTAH 


Mr. Dixon. I am Henry Aldous Dixon, Mr. Chairman, from the 
First Congressional District in Utah. 

The Cuatrrman. We are very glad to welcome you, and you may 
proceed to present your statement without interruption. 

Mr. Dixon. I am most appreciative to the committee for the priv- 
ilege of appearing here today and aRT Serene my constituents. The 
purpose of my testimony before you is fourfold. 

One, to describe the grave condition of Utah’s nationally important 
coal, zinc, and lead mining industries and the resultant pitiful situa- 
tion in which we find our miners and mining communities. 

Two, to show that the passage of H. R. 1, unless amended, could 
be the means of further injuring Utah’s coal, lead, and zine industries. 

Three, to recommend a modification of H. R. 1 which would place 
a quota limitation upon the importation of residual fuel oil and 
impose quotas, increased or sliding tariffs upon imports of lead and 
zine. 

Four, to recommend for the consideration of the Ways and Means 
Committee a proposal designed to make those who admiinster tariffs 
and reciprocal trade agreements more sensitive to the needs of injured 
industries. 

I submit herewith a table supplied to me by the Utah Coal Opera- 
tors’ Association, January 27, 1955. This table shows the production 
and employment decline in the Utah coal industry since 1947. 

(The information referred to is as follows:) 
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In brief, the essential facts are as follows: 

1. Coal tonnage mined in Utah has declined 45.9 percent since 1947 ; 
36 percent of the decline has been in the last 2 years. 

2. The number of men employed has dropped from 3,044 in 1947 to 
1,553 in 1954, or 48.98 percent. 

3. The labor force that is employed is not working full time as evi- 
denced by the fact that the decline in the number employed is 48.98 
percent while the decline in man-days worked is 60.11 percent. 

I ask you how much longer at the present rate of decline can this 
vital industry survive. 

The lead and zine mines, a very important Utah resource, and their 
miners are in fully as bad if not worse plight than the coal industry. 
In this field there was almost a complete shutdown until the Federal 
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Government started to stockpile. Since that time a few of the mines 
have opened. They employ only 185 men as opposed to 600 to 1,000 
at their peak, and the communities serving these mines suffer in pro- 
portion to the extent to which the mines and miners suffer. Lead and 
zinc miners in Utah have used up their unemployment compensation 
months ago and many of them are living on relief and hope. 

The plight of our sick coal, zinc, and lead mines and its relation to 
H. R. 1, with its threat of tariff reduction, is quite similar to that of 
one of my fellow Utah townsmen during the dark days of the depres- 
sion. He had severe stomach trouble and refused to go to a doctor 
until his neighbors forced him to go. The doctor made a thorough 
checkup and after some deliberation came out with the startling dec- 
laration: “Ill have to restrict your diet.” 

“Oh, no, don’t do that,” cried our neighbor. 

“Yes, I must or you'll die,” said the doctor. 

“Well, if you must you must. But all I get to eat now is suckers 
and watercress. Which are you going to take away from me?” 

A domestic source of lead and zinc is indispensable to the defense of 
our country. The lead and zinc mines cannot be opened and closed at 
a minute’s notice because some are filling with water; in others the 
veins of ore are worked out and continuous engineering and develop- 
ment work is necessary to maintain the mines in production; and in 
many others, through lack of continuous repair and maintenance, 
there are cave-ins due to the rotting of timbers and other causes. 

: Mr. S. K. Droubay, general manager of the United Park City Mines 
%o., SAYS: 


If United Park City cannot afford to maintain the vast network of underground 
workings they must be abandoned to rotting timbers and caving ground. Were 
this to happen it would be economically unsound and physically impossible to 
rehabilitate the workings in case of war. This can very easily happen unless 
there is protection. 

In Utah, lead and zine mining has been far more sensitive to tariff 
than coal mining because there are other important factors besides a 
lack of quotas or tariffs on oil which depress coal mining. 

Two years ago my colleague from Utah, Representative William A. 
Dawson, described on. the floor of the House the plight of our coal, lead 
and zine mining industries, and said that the trade policies that were 
being followed “were creating boom towns in French Morocco and 
ghost towns in Utah.” 

At that time mine operators and miners decided to go along with 
the reciprocal trade program in the hope that there was adequate pro- 
tection under the escape-clause provision of the reciprocal trade 
agreement. 

Now, after many hearings and much study, the Tariff Commission 
recommended, by unanimous vote, protection for the lead and zinc 
industries under the escape-clause provision. As a result, some relief 
was given through a program of stockpiling. We are grateful for this 
help, but it is only temporary. Our stockpiling will likely end some 
time this year and it is not a satisfactory solution. 

I wish that it were possible to eliminate all trade barriers. I am a 
strong advocate of the United Nations, of reciprocal trade and of any 
similar mechanisms which I feel will strengthen the ties of the United 
States with other free nations. Still I hesitate to support a bill which, 
unless amended, might unduly weaken the strongest nation in the 
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world, the nation upon which all free nations depend. I am just a 
bit fearful that our fear of communism and our commendable desire 
to aid our sister free nations might cause us to go so far toward free 
trade that we ruin our own economy. 

My constituents cannot figure out why we must give trade instead of 
aid to the foreign oil industries and mining companies, and aid instead 
of work to our own miners. 

The competition with domestic natural gas and fuel oil is largely 
responsible for the tonnage loss which Utah has experienced, but great 
efforts are being made at the present time to bring natural gas into the 
Pacife Northwest wherein lies Utah’s most valuable coal market. 
And, again, if residual fuel oil can reach now the eastern ports via 
water transportation, it can also reach under more favorable rates the 
Pacific ports. Mr. B. P. Manley, the executive secretary of the Utah 
Coal Operataors’ Association, says, “If this should happen Utah coal 
markets would be practically destroyed.” 

Coal production in Utah this year is 27.05 percent below the figure 
of 1 year ago, and it will go below that figure if foreign residual oils 
begin to hit our Pacific ports, if the experience of the eastern coal- 
fields is any barometer. 

It seems grossly unfair to me to insist that the coal industry, in my 
State and in other States, be required to operate in competition with 
foreign-produced residual oils that have an “open sesame” to the 
American market. 

I respectfully recommend that the committee amend H. R. 1 to in- 
clude a 10 percent quota limitation on residual oils and crude petro- 
leum in mii that the industries so unfairly injured by the flow of 
these products—and those in jeopardy of being further injured—be 
given some semblance of the protection necessary for their survival. 

May I further respectfully recommend to the committee that for 
the protection of the lead and zinc industry of the United States an 
amendment be considered to provide those basic industries with a slid- 
ing scale to mantain the price of lead and zinc at a point where the 
mines and miners will receive protection from foreign cheaply pro- 
duced products, and thus relieve the present conditions of the mines 
and provide a source of these metals in case of national emergency. It 
is not possible to turn the supply of lead and zinc on and off like a 
water tap. The mines must he protected to keep them open and 
operating. 

Criticism has been directed against the general plan of H. R. 1, in 
that the constitutional authority and responsibility of the legislative 
branch of the Government is being delegated to the Executive, and in 
this particular case the decision to change a trade agreement is in the 
hands of the same person who makes the treaty, if it turns out the 
agreement is not working. 

Some critics of H. R. 1 point out that Congress is divesting them- 
selves of the constitutional authority to “lay and collect duties and 
imports and to regulate commerce with foreign nations.” 

It is my opinion that H. R. 1, unless amended, is not sensitive enough 
to the problems of domestic industries, as witnessed by the case when a 
former President deliberately ignored the findings of the Tariff Com- 
mission and reduced the duty on certain petroleum products, which 
caused a great increase in imports and a loss of production in the 
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domestic coal fields, or in the present stockpiling of lead and zinc 
instead of invoking the escape clause as recommended by the Tariff 
Commission. 

To make the general plan of reciprocal trade more sensitive to the 
problems of the domestic producer, my colleague from Utah, Congress- 
man William A, Dawson, has introduced legislation which I hope the 
committee will give a full and thorough hearing. 

As it bears on the opinions of the constituents of my State upon the 
field of H. R. 1, 1 would like to quote briefly a section of an editorial 


in the Monday morning, January 31, 1955 issue of the Salt Lake 
Tribune: 


President Eisenhower has asked for a 3-year extension of the Reciprocal 
Trade Agreements Act. Mr. Dawson’s bill would give the President the re- 
quested power to negotiate reciprocal trade agreements, but it would transfer to 


Congress the final say in granting tariff changes for the relief of domestic 
industries. 


If Mr. Dawson’s proposal is accepted it will mean the return to Congress of 
some powers which it previously held, but it will not mean a return to the days 
when Congress ruled supreme in the tariff field * * *. We would not want to 
go back to the days when the tariff was a matter of horse trading on Capitol 
Hill, but we do not think, on the basis of what has happened to lead-zinc 
production, that the present system is wholly desirable. 

I appreciate the opportunity to present my views on this legislation, 
and thank the committee for their indulgence. 

Mr. Hertone (presiding). Does that complete your statement ? 

Mr. Drxon. Yes, thank you. 

Mr. Hertone. The committee thanks you for your appearance and 
for the information given us. 

Are there any questions? 

Mr. Simpson of Pennsylvania will inquire. 

Mr. Suwpson. Mr. Dixon, we welcome you on this your first appear- 
ance before our committee. 

Mr. Dixon. Thank you, sir. 

Mr. Stupson. You are here on a big order, and you are representing 
industries which are vital to your State, and I think as time goes on 
you will find that the committee will not only listen to you carefully 
out give consideration to the suggestions you make on behalf of your 
constituents. 

I do not like horse trading either with respect to tariff or things of 
that sort, as it is referred to very often by people before the com- 
mittee, and yet it is the same kind of trading that we have when we 
delegate the authority that Congressmen get under the Constitution 
to some of these young men who go to Geneva or elsewhere in the 
world and trade off our tariff protection for what they fancy are 
concessions from other countries. Really it is a question of who does 
the trading, a representative of the people so elected, or somebody 
that we delegate. I think we do a lot better if the Congress looks 
after tariff matters instead of delegating the authority to someone else. 

Mr. Drxon. Thank you, Representative Simpson. I think that is 
Representative Dawson’s point of view in the bill that he submitted. 

Mr. Srpson. If I may say, unless you have been following the hear- 
ings closely, you may not have noted that it is never denied but that 
there are many more restrictions on free trade today than there were 
back in the thirties by other countries who deny us the right to ship 
into their borders and we made all kinds of concessions with these 
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smart young men who — as Yankee traders, and they have been out- 
traded all the time. at is why we are here today having traded 
away our high tariffs. They have more barriers than mi 1ad, and 
we have little to offer them today, and we are just foolish when we 
think that we can make a good deal out of any further trades, and it is 
a misnomer and a mistake to call this a reciprocal proposal. 

Now, Mr. Dixon, there was a President’s Cabinet Committee on 
Mineral Policy in November of last year, which said : 


Mines of the future must be planned today, not a decade hence. 


In other words, meaning, of course, that mining is something you 
cannot go into overnight. If you must have the product of the mine 
you have to build it up beforehand. 

Is that your understanding in mining ? 

Mr. Drxon. This quotation that I foo included in my testimony 
from the Park City Mines Co., which is the leading lead and zinc area 
in Utah, bears that out, and he says once they are closed down it is 
extremely difficult if not impossible to reopen them on account of 
cave-ins and water, and then the mines must continuously explore for 
more veins and such. 

Mr. Simpson. You cannot turn it on and off as you do electric power 
ina factory ? 

Mr. Dixon. That is the danger. And when the emergency comes, 
which it might at any time, if our mines are closed we are going to be 
in desperate condition. 

Mr. Srapson. Now this great industry that you are representing, 
lead and zinc along with coal, but lead and zinc particularly, applied 
under the provision of existing law for relief under the so-called 
escape clause ? 

Mr. Dixon. As I understand it, the Tariff Commission recom- 
mended unanimously that relief be given to this industry. 

Mr. Srupson. They recommended unanimously that relief be given 
to the lead and zine industry, and in the good judgment of the Chief 
Executive and in accordance with the law, the measure of relief that 
they anticipated was denied, but it was suggested, or, rather, it was 
promised there would be some kind of stockpiling purchase plan 
adopted to avoid any increase in the tariff or any limitation upon im- 
ports of foreign-produced lead and zinc. Is that not correct? 

Mr. Drxon. That is correct. 

Mr. Srupson. How has it worked out? Do you have any informa- 
tion on that? 

Mr. Dixon. Yes; I do. 

I attended meetings with our mine owners, several meetings, a 
month ago. It has been responsible for the opening of a few of our 
metal mines because they were all shut down practically. Now there 
are 185 a employed as opposed to a normal load of 600. It has 
helped the lead considerably, and the price is up around 15 cents. 
But it has not helped the zinc so much because they told me that while 
the stockpiling had to come from domestically-mined zinc, that for- 
eign imports rushed in here so fast that the supply seems inexhausti- 
ble, and it has not helped zinc much, if any. 

Mr. Stupson. With the Government subsidy, the price of zinc has 
gone up one-half cent a pound, and the first 10 months of 1954 an 
average of 45,643 tons of zine from foreign sources in addition to an 
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average of 13,000 tons of imported slab zinc entered the United States 
for consumption while the output of the mines at home dropped to 
an average of 38,700 tons. In other words, the support price has 
benefitted the foreign producer ? 

Mr. Drxon. Indirectly, yes. 

Mr. Srwpson. It has helped provide a market for him? 

Mr. Drxon. That is right. 

Mr. Suwpson. While we have stockpiled American-produced mate- 
rial we have increased the amount of ake so that, over all, we are, 
in reality, benefitting foreign producers 

Mr. Drxon. That was their testimony to me. 

Mr. Stmpson. Thank you, sir. 

The Cuarrman. We thank you for your appearance and the infor- 
mation you have given the committee. 

Mr. Drxon. Thank you, gentlemen. 

The Cuarrman. Next on the calendar we have Mr. Otie M. Reed. 

For the record, will you please give your name, address, and the 
capacity in which you appear. 


STATEMENT OF OTIE M, REED, WASHINGTON REPRESENTATIVE OF 
THE JOINT COMMITTEE OF THE NATIONAL CREAMERIES ASSO- 
CIATION AND THE AMERICAN BUTTER INSTITUTE; ACCOM- 
PANIED BY JOHN BRECKENRIDGE, COUNSEL, OF POPE, BALLARD 
& LOOS 


Mr. Reep. I am Otie M. Reed, Washington representative of the 
Joint Committee of the National Creameries Association and the 
American Butter Institute. 

Mr. Chairman, I would like at this time to introduce my counsel, 
Mr. John Breckenridge of Pope, Ballard & Loos. 

Mr. Cuarrman. You are recognized. You may proceed with your 
prepared statement without interruption. 

Mr. Reep. This statement is submitted on behalf of the Joint Com- 
mittee of the National Creameries Association and the American 
Butter Institute and the Dairy Industry Committee, and is in opposi- 
tion to certain provisions of H. R. 1. 

The joint committee is composed of the National Creameries Asso- 
ciation and the American Butter Institute, with Washington offices 
at 1107 19th Street NW., Washington, D. C. 

The National Creameries Association, with headquarters in St. 
Paul, Minn., is composed of some 950 dairy processing plants located 
in the States of Wisconsin, Minnesota, North and South Dakota, Iowa, 
Kansas, and Nebraska. About 85 percent of the membership of the 
National Creameries Association are locally owned and operated co- 
genentive associations. These plants serve about 300,000 dairy 

armers. 


The American Butter Institute, with headquarters in Chicago, II1., 
is composed of processors, both cooperative and private, with mem- 
bership in 43 States. Taken together, these two organizations proper 


= distribute most of the creamery butter produced in the United 
tates. 

This statement is made also on behalf of the Dairy Industry Com- 
mittee, composed of the Milk Industry Foundation, American Butter 
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Institute, National Creameries Association, International Association 
of Ice Cream Manufacturers, National Cheese Institute, American 
Dry Milk Institute, and the Evaporated Milk Association. Some of 
the members of the Dairy Industry Committee will also appear before 
your committee and deal more specifically with the products in which 
they have a direct interest. 

T ntight also say, Mr. Chairman and members of the committee, 
that we worked diligently to bring to you a unified position of the 
dairy industry. I listened to Mr. Norton’s testimony this morning, 
and am fully in accord and fully endorse it. 

This statement has been prepared in summary form for the con- 
venience of the committee, as follows: 

1. Prices of milk and butterfat to producers in the United States 
are supported pursuant to the Agricultural Act of 1949, as amended. 
In supporting these prices, butter, cheese, and nonfat dry milk solids 
are parchaned on the open market by the Commodity Credit Corpora- 
tion at prices announced by the Secretary of Agriculture. 

2. During this last marketing year, which will end on March 31, 
prices eeta by the Commodity Credit Corporation for dairy products 
were calculated to return to producers 75 percent of parity for butter- 
fat and for whole milk used for manufactured dairy products. I have 
some statistical material which I will refer to briefly in passing. A 
summary of the support prices that have been established since the end 
of the war are set forth in table 1. 

3. On January 13, 1955, the Secretary of Agriculture announced the 
prea; program for milk and butterfat for the coming mar- 


eting year, April 1, 1955, to March 31, 1956. The support prices 


announced by the Secretary are the same as those prevailing for the 
marketing year ending March 31, 1955. 

Mr. Exsernarter. Mr. Chairman? 

The Cuarrman. Mr. Eberharter. 

Mr. Esernarter. Mr. Chairman, I wonder if I could ask the chair- 
man to break precedent and let me ask Mr. Reed just one question. 

The Cuarrman. Without objection. 

Mr. Exsernarter. Mr. Reed, I have read most of your statement, 
and, it is my impression that the associations and businesses which 
you represent would be satisfied with this extension providing you 
are guaranteed that section 22 of the Agricultural Adjustment Act 
would not be nullified or vitiated. 

Age Reep. That is approximately correct, sir. We would want to 
sure. 

Mr. Esernarter. That is the sum and substance practically of your 
entire statement; is it not? 

Mr. Reep. That is right. 

Mr. Exsernarter. And you substantiate your reason for that in the 
statement ? 

Mr. Reep. Yes, sir. 

The Cuarrman. You can rest assured that you are satisfied then. 
You need not proceed any further. 

Mr. Srwpson. May I, Mr. Chairman, ask a question? 

The Cuarrman. Mr. Simpson will inquire. 

Mr. Snrpson. I think you said just a moment ago that you were 


endorsing everything the gentleman who preceded you said this 
morning. 
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Mr. Reep. That is correct. 

Mr. Sturson. Then you did not understand Mr. Eberharter’s ques- 
tion because the gentleman this morning went beyond that point of 
section 22. For example, he wants a caveat against GATT. 

Mr. Reep. That is right. 

Mr. Smorson. Well, that is something in addition to section 22, 
Mr. Eberharter, so I do not think Mr. Reed understood the question. 

Mr. Reep. I am afraid I did not. 

The Cuatrman. Go ahead with your statement, please. 

Mr. Reep. Perhaps your question will be answered when I get 
through the statement. 

Mr. Esernarter. Thank you very much. 

Mr. Reep. Due to changes in methods of com uting parity for 
manufacturing silk, however, the prices announced by the Secretary 
on January 13, 1955, probably will return to producers about 80 per- 
cent of parity for milk used in manufactured dairy products and 
about 77 percent for butterfat. 

4, Prices under the support program are considerably above world 
prices even after making allowance for the tariff applicable on butter 
and the payment of transportation costs. Butter and other dairy 

»roducts could be laid down in the United States at prices considerably 
belaes United States price support levels. 

For a number of years and until quite recently the price of most of 
the butter moving in international commerce has been governed by the 
Government-to-Government contracts entered into between the United 
Kingdom and Australia, New Zealand, and Denmark. Details of the 
‘prices specified in such contracts since 1948 are set forth in table 2. 


Such contracts have now been terminated. However, recent price 
quotations for butter at wholesale in New Zealand have averaged about 
42 cents per pound. The wholesale price for comparable grade 
United States butter at seaboard cities in the United States has been 
averaging approximately 60 cents per pound. 

The cost of importing butter into the United States from such areas 
as New Zealand is about 11 cents per pean, of which 7 cent represents 


the tariff applicable on the first 60 million pounds imported and 4 cents 
represents transportation and other shipping and handling costs. 

Thus, it is seen that butter could be laid down, all costs and duties 
paid, for 7 cents per pound less than the United States wholesale price 
pased on our support price. Therefore, it would be very profitable 
for exporting countries to ship us the butter they would normally ship 
to their regular markets. 

Under our support program, the Commodity Credit Corporation 
would have to buy such butter, or an equivalent volume of domestic 
butter, in order to effectuate our support prices. 

The volumes that would be imported under such circumstances could 
reach huge figures. On the average, about 900 million pounds of 
butter moves in interstate commerce each year, as well as huge volumes 
of cheese and nonfat dry milk solids, which also show a markedly 
lower price level in major exporting countries than under the price 
support program. 

We summarize the world trade in the dairy products in table 3. 

From the foregoing it is obvious that any relaxation of our current 
system of import regulation under section 22, or any weakening of 
_the basic law under which such import regulations are imposed would 
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result in the conversion of the price-support program for the Ameri- 


can dairy farmer into a price-support program for the dairy farmer 
throughout the world. 


The price-support program is costing vast sums of money, and may 
run as high as three-fourths of a billion dollars before the current 
heavy stocks in the hands of the CCC are liquidated. The purchase 
of additional large volumes of imported butter would increase the 
price support program costs materially. 

5. Since the war, imports of dairy products have been controlled 
first under the Second War Powers Act; second, under section 104 of 
the Defense Production Act; and, since July 1, 1953, by Presidential 
proclamation issued June 8, 1953, pursuant to section 22 of the Agri- 
cultural Adjustment Act, as amended. 

For details regarding the controls that have been in effect in recent 
years and are currently in effect under section 22, see table 4. 

Before passing on, Mr. Chairman, I had requested certain infor- 
mation which had not reached me prior to writing this statement, and, 
with your permission, I would like to deseribe it to you and then sub- 
mit it for the record. 

The CuHarrMan. We will include that in the record. 

Mr. Reep. All right, sir, I will do that. 

It is a table showing trade restrictions imposed on import of butter 
by major foreign butter-producing countries. 

The Cuatrman. That will be included in the record. 

(The table referred to is as follows :) 


Butter: Trade restrictions in specified countries 


| Import | OFEC 
Country license Tariff rate | Import sales tax [restrictive 
required | | 


Denmark | Mem: <ss:} None imported 
Holland a ie didaes pc | 4 percent 
Belgium... -. ack ® Wet. Sats Se eta cb ‘ ‘ 444 percent 
“witzerland Yes !._..| 12.7 cents per pound 2 a4 23 cents per pound 
Franee_..........-....-| Yes_...._| 25 percent ad valorem 3 4___ 1 percent 5 
New Zealand | Yes *_._| 25 percent 7___- ud 
55 percent $ 
Austra... oS ..is Yes *.___| 7 cents per pound plus 5 percent ad |_________- 
valorem.’ ® 
8 cents per ponnd plus 10 percent ad | 
valorem.§ } 
Canada__.... on Yes__...| 5 cents per pound 7 ints ve | None 
\rgentina .----| 45 percent ad valorem. -........._- 
West Germany-___- 5 Yes_....| 25 percent ad valorem 
Sweden... .........-..| Yes._..-| 1.8 cents per pound 


! 


! Only a general license is issued and that only to Butyra. 

2 Gross weight. 

3’ Temporarily suspended. 

‘ Customs-stamp tax, 2 percent of total customs charges also levicd by France. 

5 Duty-paid value. 

* Licenses are granted to dollar areas only when butter is unavailable in sterling areas. 
’ British countries. 

§ Other countries. 

* Plus primage dnty of 10 percent ad valorem. 


Note.—Restrictions, in the form of consular fecs and differential duties, bilateral trade agreements and 
arrangements between some of the producing and consuming countries are known to exist. ‘T hese arrange- 


— may, of course, be much more effective in restricting trade than are the tariff duties and taxes indi- 
cated above. 


Mr. Reep. 6. Imports have been controlled and are now subject 
to control for the simple reason that it is necessary to control these 
imports in order to effectuate the dairy price-support program for 
American dairy farmers. If imports were not subject to quantitative 
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restrictions, exporting countries would divert large volumes from their 
normal foreign markets to this country, which would have to be pur- 
chased by the Commodity Credit Corporation in order to support 
prices to American producers at the announced levels, Thus, if un- 
restricted imports were permitted, the cost of the price-support pro- 
gram to the United States would be very greatly increased or its 
effectiveness nullified. 

Reference is made again to the fact that large volumes of dairy 
products move in international trade. See table 3. No precise calcu- 
lation can be given as to the volumes of butter, cheese and nonfat dry 
milk solids that would be imported under our price-support program if 
quantitative import controls were removed. However, they would 
undoubtedly be quite large. 

7. Nothing should be done in extending the Reciprocal Trade Agree- 
ments Act to weaken section 22. As a matter of fact, it is our view 
that section 22 should be strengthened by providing for mandatory 
application of import controls whenever price-support programs are 
undertaken in this country. Further, the Congress should develop 
some rule in the control of imports which would be designed to cor- 
relate the goals of our domestic farm price-support programs and our 
foreign trade program. We believe that this can be accomplished by 
developing the rule that imports should be limited to the average dur- 
ing some preceding base period until prices to American farmers reach 
parity levels after which import controls would be discontinued as 
long as prices to American producers remain at or about parity levels. 

8. A rule such as is suggested in the preceding paragraph would 
have the tendency to maintain the average pattern of foreign trade 
until the goals of American domestic farm policy, namely, the develop- 
ment of conditions under which farmers will secure parity prices, are 
achieved. Once this domestic farm price goal is achieved imports 
would be permitted to come into this country in whatever volumes 
exporting countries desired to ship us as long as our domestic farm 
prices remained at parity or above. 

As a suggestion for the committee’s consideration, we have pre- 
pared a proposed amendment to section 22, and are including it in this 
statement as appendix A. 

9. The United States has never been a very important factor in in- 
ternational trade except during wars and the unsettled conditions im- 
mediately following wars. Table 5 shows United States exports and 
imports of butter, cheese, condensed milk, evaporated milk, dried 
whole milk and nonfat dry milk solids for the period 1939 through 
1953. The very heavy exports during the war largely represented 
lend-lease shipments to our allies, and in postwar years shipments of 
the United Nations Relief and Rehabilitation Administration and 
some shipments under the Marshall plan. Most of the war and post- 
war exports were financed by the United States Government, and in 
no sense represent normal commercial exports. 

10. Although there have been some indications that a better balance 
between supply of and demand for dairy products may be develop- 
ing, the outlook is for continued heavy production and surpluses in 
the American market. 

Table 6 shows certain production trend factors such as milk cow 
numbers, total milk production on United States farms, production 
per capita of the population, and production per cow. Milk cow 
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numbers are on an upward trend, and 1954 total production was the 
highest of record at 123.8 billion pounds. Production per capita of 
the population, however, is only slightly above the low 1952 rate 
of 733 pounds per capita. iF 

11. Since the production per capita of the population is lower than 
many of the years since 1939, it might appear that there should be 
little, if any, surplus problem in the dairy field. This apparent in- 
consistency, however, is explained by the fact that there have been 
some serious declines in the per capita consumption of some of the 
major dairy products. (See table 7). Fluid milk and cream con- 
sumption per capita reached a high point of 399 pounds in 1945 but 
has slumped badly in recent years, being 352 pounds per capita in 
1954. 

Again this year it is showing a tendency to turn upward. 

Butter per capita consumption has decreased drastically from 16.8 
pounds on the average during 1935-39 to 8.6 pounds in 1952 and 1953, 
with a slight increase to 9 pounds per capita indicated for 1954. 
Most of this loss is due to the rapid encroachment of oleomargarine 
on the table spread market due to wartime restrictions on butter, di- 
version of milk to other commodities used under the war food program, 
and legislation permitting oleo to imitate butter color and flavor. 

Per capita consumption of cheese and nonfat dry milk solids is 
running considerably above prewar, but the surplus situation in these 
commodities remains serious due to the great expansion in production 
of these commodities that was brought about under Government aus- 
pices during the war. 

12. The scope of price-support programs and disposition of com- 
modities purchased thereunder is set forth in table 8 in summary 
form. Details as to purchase and disposition in 1953 and 1954 are 
shown in table 9. 

In spite of markedly increased movement of dairy products from 
CCC stocks as compared to previous years, the CCC estimates that it 
had on hand as of mber 31, 1954, 265.7 million pounds of butter, 
334.8 million pounds of cheese, and 91.8 million pounds of nonfat dry 
milk solids. 

By far the greater portion of the dispositions of CCC stocks of 
butter during 1954 were accounted for by donations through domestic 
and foreign relief channels and section 32 outlets. These outlets also 
were most important for cheese, although during the year 116.4 mil- 
lion pounds of cheese were disposed of through commercial domestic 
sales. The largest outlet for nonfat dry milk inventories was 578.3 
million pounds disposed of for animal feed at from 3 to 4 cents per 
pound. 

From the foregoing it is clear that (1) CCC still holds very large 
inventories of dairy products purchased under the price-support pro- 
gram, and (2) the supply and demand outlook suggests the strong 
probability of additional purchases under the price support program 
during the year ending March 31, 1956. 

13. In section 3 of H. R. 1 it is proposed that subsection (2) of 
section 350 of the Tariff Act of 1930, as amended, be amended in such 
a fashion that the safeguards now provided in section 22 would be 
materially weakened if not, in actual fact, rescinded. Thus, as it is 
proposed to be amended, section (a) (1) (A) of the act of 1930 would 


57600—55—pt. 2 58 
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authorize the President to enter into foreign-trade agreements with 
foreign governments or instrumentalities thereof, except that it is pro- 
vided that, except as authorized by subparagraph (b) of the section— 


* * * no such provision shall be given effect in the United States in a manner 
inconsistent with existing legislation of the United States. 


Subparagraph (B), however, authorizes the President— 


To proclaim such modification of existing duties and other import restrictions, 
or such additional import restrictions, or such continuance, and for such mini- 
mum periods, of existing customs or excise treatment of any article covered by 
foreign-trade agreements, as are required or appropriate to carry out any for- 
eign-trade agreement that the president has entered into hereunder. 

We submit that this language rather effectively vitiates subpara- 
graph (F) of section 22, which states that— 

No trade agreement or other international agreement heretofore or hereafter 
entered into by the United States shall be applied in a manner inconsistent with 
the requirements of this section. 

Subparagraph (F) definitely prohibits entering trade agreements 
inconsistent with section 22, which is designed to permit regulation 
of imports if necessary to effectuate farm programs of the United 
States Government. 

The proposed language of subparagraph (B), quoted above, would 
permit modifications in duties and other import controls in order to 
effectuate a trade agreement. Thus, under the proposed language, 
it would appear that if the President enters any trade agreement under 
this proposed bill that would involve reductions in import restrictions 
on dairy products, he could then proceed, under subparagraph (B), 
to reduce or eliminate the restrictions he has promulgated under sec- 
tion 22. This broad language would also make many other provisions 
of law, such as the escape clause, countervailing duty, antidumping 
and pure food drug laws, vulnerable to modification or nullification 
by Presidential proclamation under a trade agreement. 

It will be recalled by the committee that the Secretary of Agricul- 

ture in his testimony before you January 18, 1955, took the position 
that subparagraph (B) wastoo broad. He stated that— 
We have noted the broad language of subsection B on page 3 of H. R. 1 could 
be applied in such a way as to render less effective many of the provisions of 
section 22 of the Agricultural Adjustment Act of 1933, as amended. So long 
as the United States has a domestic farm price-support program which main- 
tains domestic prices above the world level it is essential that authority be 
retained to restrict imports into the United States under the domestic price- 
support program. 

It is also significant that no other administration witness appearing 
before the committee has indicated a desire that the President be given 
authority to override or modify the safeguarding provisions of existing 
law such as section 22. I understand that even the drafters of the bill 
have professed no intention to impair the full and effective operation 
of section 22. 

However, the language in subparagraph (A) of section 3 (a) (1) 
beginning at line 20 of page 2 leaves doubt on this point as the Secre- 
tary of Agriculture has pointed out. If, as contended by the pro- 
ponents, there is no intent to impair the effective operation of section 
22 and other safeguarding provisions of existing law there should be 
no objection to a clarifying amendment so there can be no misinterpre- 
tation of the language later on. 
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We would suggest that all of the new language in subparagraph (A) 
following the word “thereof” in line 21 on page 2 of the bill be deleted 
and insert in lieu thereof a semicolon and the word “and”. This 
would leave the language through subparagraph (B) ending on 
line 16 of page 3 the same as contained in the existing law and 
would still give the President all of the authority that has been 
publicly requested or explained by administration witnesses support- 
ing the bill. No administration witness has explained the intent 
behind the new language or expressed a desire for any new power that 
might be contained or later interpreted therein. Therefore, it seems 
to us that there can be no objection to deleting such new language. 
So amended, the bill would still give the President all the authority 
he has asked for. 

Also, in order to avoid any subsequent interpretation that Congress 
has approved or ratified the general regulatory provisions of GATT 
or other trade agreements, many of which are contrary to existing 
safeguarding laws such as section 22, we strongly urge that any exten- 
sion of the "Trade Agreements Act again contain a saving clause to 
the effect that— 


The enactment of this Act shall not be construed to determine or indicate the 
approval or disapproval by the Congress of the Executive agreement known as 
the General Agreement on Tariffs and Trade. 

This language is contained in section 3 of the Extension Act of 
1954—Public Law 464—and a similar section has been included in 
every extension for the past several years. We urge this Congress 
to follow the same procedure. Such an amendment to H. R. 1 would 
not impair any authority requested by the President, and there should 
be no objection thereto. 

The CuarrmMan. Does that complete your statement, Mr. Reed? 

Mr. Reep. Mr. Chairman, I was going to state that before closing 
my statement I would like to have Mr. Breckenridge give for the 
record a brief statement on suggested alternative language which we 
have if he may be permitted to do so. 

Mr. Reep of New York. Does he have a copy of it which we can 
look at? 

Mr. Reep. No, sir; we do not have a copy. The suggestion is quite 
short, and, if you will, I would like for Mr. Breckenridge to be per- 
mitted to read it into the record. 

The Cuamman. Proceed. 

Mr. Breckenrince. Mr. Chairman, although no administration wit- 
ness has explained the intent of the new language in subparagraph 
(A) on page 2 of the bill which Mr. Reed has mentioned, there is some 
explanation contained in a document of the committee summarizing 
the provisions of H. R. 1. I understand that has been included in the 
record. 

On page 9 they make a brief explanation of the proviso appearing 
in subparagraph (A) beginning at line 4 on page 3 of the bill. I 
quote from the summary at page 9. 

The proviso, that such provisions shall not be given effect in the United States 
in a manner inconsistent with existing legislation of the United States, is in- 
tended to make clear that provisions of existing law, such as section 22 of the 
Agricultural Adjustment Act safeguarding domestic agricultural programs from 


material interference from imports, will prevail despite any provision in a trade 
agreement. 
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However, we submit that the language referred to makes that 
assurance ineffective where it says “except as authorized by subpara- 
graph (B),” thus saying that the President can proclaim, as author- 
ized in subparagraph (B), contrary to existing law which would 
include section 22 and other safeguarding provisions. 

I also understand that some of the drafters of the bill have indicated 
that the exception to the proviso authorizing proclamation under 
paragraph (B) to be inconsistent with legislation is necessary in order 
to accomplish the 15- and 50-percent duty reduction authorized in 
subsequent paragraphs of section 3. 

If that is the intent we would suggest that could be provided for 
by a minor amendment which would still clarify the intent of Con- 
gress, which we believe to be not to overrule section 22 and other 
safeguarding provisions such as the escape clause. 

Now that would be beginning at line 4. Strike out, on page 3, the 
words “except as authorized by subparagraph (B) of this paragraph”, 
and insert in lieu of that “except with respect to changes in the rate 
or amount of customs duties within the limits authorized by this Act.” 

Then the proviso would read as follows: 

Provided, That, except with respect to changes in the rate or amount of customs 
duties within the limits authorized by this Act, no such provision shall be given 
effect in the United States in a manner inconsistent with existing legislation of 
the United States. 

Now that is particularly important because in the balance of the 
act there is a limit placed upon the authority of the President to reduce 
rates of duty, but there is no limit placed upon his authority under 
the existing Reece to modify or nullify “other import restrictions.” 
The only limit in the act is on reducing a specific rate of duty. 

That completes our suggestion, Mr, Chairman. 

The Cuatrman. We thank you, gentlemen, for your appearance and 
the information given the committee. 

Are there any questions? 

Mr. Reep of New York. Mr. Chairman. 

The Cuatrman. Mr. Reed of New York will inquire. 

Mr. Reep of New York. I missed part of your splendid statement. 
I shall read it with a great deal of interest. 

I noticed that there were some tables. Has that all gone into the 
record ? 

Mr. Reep. Yes, sir. 

Mr. Reep of New York. You are probably familiar with the setup 
in Now Zealand and Australia in regard to the convertible cheese fac- 
tories ¢ 

Mr. Reep. Very much so. 

Mr. Reep of New York. They can place their shipload of butter or 
cheese almost overnight; they can convert and send it into the market 
at New York at less cost than we can send a ton of butter by rail from 
ee New York to the New York market. You are familiar with 
that ¢ 

Mr. Reep. Yes, sir. 
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Mr. Reep of New York. I do not want to speak for Wisconsin, but 
there I think they have overlooked one fact. I know the Congress- 
man has not, but it was interesting to me because there they have to 
pay this heavy railroad cost far beyond anything we would pay going 
into the New York market. While in Canada, whatever competition 
could come from Canada, they get a special freight rate into New 
York for their dairy products. Ts that not right ? 

Mr. Reep. I was not aware of that. 

Mr. Reep of New York. That is true. I want it to get out to the 
country, that handicap to our people in getting their products into the 
big markets. 

Thank you very much. 

The CuairmMan. We thank you gentlemen for your appearance and 
the information given the committee. 

Mr. Reep. Thank you. 


(The following material was submitted for the record by Mr. Otie 
M. Reed :) 


TABLE 1.—Prices paid by the Commodity Credit Corporation under price support 
program, Mar. 1, 1949, to date 
(Cents per pound) 


Price 
Period and commodity ciel 


Grade A | Grade B 


Creamery butter: 

Mar. 1, 1949-July 27, 1949.........__- a a a de a pedis 57 
July 28, 1949-Dec. 31, 1949.__.._.___- St ca id in daleaia a lah a / 60 
Jan. 1, 1950-Mar. 31, 1951 ‘ i | 58 
Apr. 1, 1951-Mar. 31, 1952 fi | 64 
Ss ee tn nt Rab tedeencanhesnenbhamenes<e een 57.75 | 65. 7! 
Apr. 1, 1953—Mar. 31, 1954_____. sda. an So a | 55. 75 . 78 

57. 5 1 55. 


Cheddar cheese (U. 8. Grade A): 
July 28, 1949-Dec. 31, 1949 — 
Jan. 1, 1960-Mar. 31, 1961................- : ‘ 
Apr. 1, 1061—Mer. 31, 1962................ ; Is ondicetaclabestaclsiemiaiesdaed 
pa ene 
Apr. 1, 1953-Mar. 31, 1954 
Apr. 1, 1954—-Mar. 31, 1955 
Apr. 1, 1955-Mar. 31, 1956_________-_- 


31.75 
31. 
36. 
38. 25 
37 
32. 25 
32. 25 


Spray Roller 
process process 
Nonfat dry milk solids: 
Apr. 1, 1949-Aug. 31, 1949 . iced dealinaehie’ 2. 25 11.00 
Bape. k, Reeeearee. St, WGP IG... -. 22 51............- o 2.75 | 11.50 
Ss Ee IIS Se I os 6 ood Se acnnsccaccupaconcs ‘ 2. 0 10.50 
Apr. 1, 1951-Mar. 31 aa aaa 15. 00 13. 00 
Apr. 1, 1952-Mar. ¢ ; ia 17.00 15.00 
Apr. 1, 1953-Mar. 31, ee 16. 00 14.00 
Apr. 1, 1954—Mar. 31, ie auiotniae 


ss oR aateensaien 16. 00 14 
Apr. 1, 1955-Mar sil ala at ad aga : 16. 00 14. 25 


Basis Chicago terminal market. 


Source: Announcements of the Commodity Credit Corporation, U. 8. Department of Agriculture. 
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TasBLe 2.—Butter—Oontract prices for butter per pound under United Kingdom 
purchase contracts with Australia, New Zealand, and Denmark, 1948-49 
to date 

[In terms of United States money] 


New 
Australia ! 9 
,| _ Zealand ? Denmark ! 
Choice Grade} pinest Grade 


1 July 1-June 30 contract year. 
2 Aug. 1-July 31 contract year. 
3 Oct. 1-Sept. 30 contract year. 


Note.—These contracts have now been terminated. Wholesale prices in New Zealand now are about 
42.0 cents per ponnd of butter. 


Source: Foreign Agricultural Service, U. 8. Department of Agriculture. 


TABLE 3.—World trade in specified dairy products, by major geographical areas, 
average 1946-50 and 19538 


[In thousands of pounds] 


Average 1946-50 


Exports Imports 
| 
| 


North America: 


11, 818 3, 
‘ i 36, 737 66, 741 
Dry milk_. | \ | 23, 095 26, 709 
Canned milk _____- 554, | 42,189 | \ | 42, 087 
South America: 
6, 655 | 4, 295 
8, 866 9, 648 
49, 787 | 51, 700 
14, 954 , 9, 400 


776, 592 769, 776 
597, 531 601, 721 
153, 263 d 189, 448 

333, 570 611, 861 146, 135 
Asia: 


I le A i cS 8,153 | None | 15, 326 
Cheese. | 16,376 | 1, 156 | 8, 594 
Dry milk ? | 119, 019 None | 91, 353 


Canned milk | } 303, 654 None | 259, 503 
Africa: 





14, 759 | 433 | 18, 021 
27, 804 | 468 | 30, 992 
Dry milk - RS ka oe eae oe dal 5, 453 | me 5, 751 





Canned milk _ | f 22, 386 | 20, 159 
Oceania: | | 
Butter. ___- GOS xn is tah x ais atiaicesbbdinvice ie cadebe | 5, None 443, 108 | None 
RN kel bw mascndubapiernoule buat nctaliabakataae , 838 | 175 | 278, 657 | None 
Dry milk .| , 256 | 141 | 174, 669 | None 
f i 2 98, 726 | None 
t 


Source: Compiled from reports of the Foreign Agricultural Service, U. S. Department of Agriculture. 
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TABLe 4.—Status of imports of dairy products under sec. 22 


= i 
Import au- 


, : a ctatne | vhorization 
Commodity Import status prior to July 1, 1953, | Quota status 


July 1, 1954 
rene 99 q ’ , 
under sec. 104 under sec. 22 through Oct. 


31, 1954 


Pounds 
Butter Embargoed 707, 000 


Malted milk ‘ : High fat contents embargoed_.__. 6, 000 
Nonfat dry milk Embargoed—Aug. 9, 1951 z a 1, 807, 000 
Italian cow’s milk cheese Annual quota 9,200,000 pounds. ___- 6, 047, 000 

Annual quota 9,775,000 pounds_____- , 730, 100 1, 842, 000 
Edam and Gouda Annual quota 4,600,000 pounds_- 3, 027, 000 
Blue mold , 000 2, 716, 000 
Dry whole milk con , 000 7, 000 
Dry buttermilk d ~ankeeen ; 496, 000 
bo eee a hen ee lies cietespace ; 500 500 


Source: From reports of the Livestock Division, Foreign Agricultural Service, U. 8. Department of 
bout Agriculture. 


Taste 5.—Eazporis and imports of specified dairy products, United States, 
1939-53 


{In millions of pounds] 


Butter Condensed | Evaporated | Dried whole | Nonfat dry 
| milk | milk milk milk solids 


i 
| ! 
denen bchaphitananie Seis acini S- 
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Ex- | Im- Ex- | Im- | Ex- | Im- | Ex- | Im- | Ex- | Im- 
ports ‘ ports 2) ports ' ports 2) ports " ports *| ports | ports) ports | ports? 


pamcelibin oe ann — es 
} | 


| ag 
By. 
(*) 
(*) 
(*) 
(4) 


0.2 | 61 6.3 
(*) (Fi «© 7.5 
(4) k () 15.0 | 
(@) =| 381.0! «) 14.0 | 
7) 0; ( | 39.0 
(4) 591.0 | 0.1} 47.0) 
@) | 0} 4.6] 65.0 
(@) | 0 | .6 | 152.0 

() 101.7 | 


3, 049 
6, 741 
6, 709 
2, 087 


| 
| 
| 
| 
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eRe EB 


memeoooeroocoooownu 


4, 295 
9, 648 
1, 700 
9, 400 


9, 776 
i, 721 
9, 448 
6, 135 


On 
(*) 





wae Bone 
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obo OO atA1ee 


‘ 
(4) | 100.5 
(4) 81.4 
4| 62.6 | 
5 
5 
1 


SSESBN ARR oEEBE | 


bh sm GO OO mee 
PReaae BAAR ero 
NWN OA NAS 
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@) | 59.2 
() | 422 
46 
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5, 326 ! Reexports included 1915-33. 

8, 594 2 General imports, 1915-33, beginning 1934, imports for consumption. 
1, 353 F 3 Imports for consumption. 

9, 503 4 Less than 50,000 pounds. 


‘Pp 
8, 021 Preliminary. 


10, 992 Source: The Dairy Situation, Agricultural Marketing Service, 1955 Outlook issue, and reports of the 
5, 751 Foreign Agricultural Service. 
0), 159 


None 
None 
None 
None 


Iture. 
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TABLE 6.—Milk cows and milk production on farms, United States, 1940-54 


Production per milk | Total milk production 


Number of cow on farms ! 
milk cows | —————--- ———- 


on farms 
E Amount 
Milk Butterfat | Quantity per capita 


Million 
Thousands Pounds pounds Pounds 
24, 940 , 622 184 109, 412 
25, 453 188 115, 088 
26, 313 188 118, 533 
27, 138 183 117, 017 
27, 704 > 182 117, 023 
27, 770 190 119, 828 
26, 521 194 117, 697 
25, 842 199 116, 814 
24, 615 : 200 112, 671 
23, 862 hs 209 116, 103 
23, 853 210 116, 602 
23, 722 : 210 114, 841 
23, 369 5, 211 115, 197 
24, 094 213 121, 219 
24, 735 217 123, 796 


1 Excludes milk sucked by calves and milk produced by cows not on farms. 
? Preliminary. 


Source: Reports of the Agricultural Marketing Service, U. S. Department of Agriculture. 


TABLE 7.—Per capita consumption of major dairy products and oleomargarine, 
average, 1935-39, and annual, 1943-54 


[Pounds] 


Fluid 
: Evapo- | Nonfat 
milk and} Butter Oleo Cheese rated solids 


14.9 
16.9 
13.6 
16.1 
16.8 
17.9 
18.1 
17.6 
179 
1.0 
15.5 
15.2 
14.5 


— et et ee et 
PROF PLer>-—P 
SCAOPSUBMPOK SH WDUND 





DINAH Hm oom go gots 
CcCeomac*SC OCR SODO®D 
NNNANANSSAO PED 
QrarKAanwwmwmaoarnwmeouw 
Pm Rm Go go Co nO Ge 
COr-Snwenwwonourc 


~~~ 











) 


Source: U. 8. Department of Agriculture, Agricultural Marketing Service, The Dairy Situation, October 
54. 





| 


o 
> 


is 


> > > > G9 G9 CO pS CO pe BO 
SCH AOneanwonours 


TRADE AGREEMENTS EXTENSION 2981 


Taste 8.—Status of dairy price-support purchases and utilizations, Apr. 1, 
1952, through Dec. 31, 1954 


[Pounds] 





Cheddar Nonfat dry- 


Butter cheese milk solids 





Purchases: 
1952-53 (Apr. 1, 1952 to Mar. 31, 1953)__...._--- ‘ .----| 143,348, 182 | 75, 236, 131 210, 410, 007 
1953-54 (Apr. 1, 1953 to Mar. 31, 1954) ______- : .-----| 380,184,566 | 452, 485, 208 | 665, 871, 918 
1954-55 (Apr. 1, 1954 to Dec. 31, 1954) __.____-- 176, 416, 568 | 124, 246, 722 | 408, 840, 179 


| 


| 699,949,316 | 651, 968, 061 , 285, 122, 194 


Cems Ga, ss $i ind dnd 5 gn os se ----| 23,386,895 | 122, 745, 838 | 4, 429, 851 
Animal and mixed feed sales. - .-- : 579, 149, 831 


Sec. 32 outlets..............__- ! ; _...---} 107,008,703 | 37, 236, 449 | 21; 146, 130 
Sec. 416 donations: | 





76,990,100 | 57,981,304 | 56, 500, 335 
158, 547,330 | 93, 185, 957 266, 176, 678 
Commercial export sales_--..__. 1, 414, 350 | 288, 026 2, 205, 640 
Noncommercial export sales !__ | 11,362,500 |_...-- | 245, 149, 760 
pm, eee ‘ ---| 43,336, 871 1, 174, 288 | 6, 893, 765 
FOA transfers teens — 9, 113, 000 | 4, 527, 125 11, 581, 708 


3, 116, 213 | _- 80, 000 


----| 434,275,962 | 317, 138, 987 1, 193, 313, 698 
--| 265, 673,354 | 334, 829, 074 | 91, 808, 496 


Report on loan program for whey products and dry buttermilk through December 31, 1954: 





Pounds of | 

milk solids | Total loan in 

Products placed under dollars 
loan 3 


Dry. wheel St occ cabin Des = _.| 35,431,071 | $2, 125, 864. 24 
Dry*whey product Se Ee 866, 732 | 58, 504. 41 
Condensed whey in packages.__............._.__-- Ss | 2, 824, 071 169, 444.17 
Condensed whey in tanks_- BG _--| 26,901,531 | 1, 076, 060. 86 
Dry buttermilk eres Saree i } 


WE coh ccmencacicees riche tone vatiot tad mene tee _...-.-| 66,023,405 | 3, 429, 873. 68 


1 Butter converted to butter oil for foreign welfare use. 

? Other uses include butter salvage sale, cocoa butter extender sales, butter sales and donations to the 
Veterans’ Administration, donations of dry milk for research, and butter sold for liquid milk recombining 

3 Includes 40,600,632 pounds of dry whey taken over by CCC, of which 14,862,300 pounds have been sold 
for commercial export, leaving 25,738,332 pounds in inventory. 


Source: Reports of the Commodity Credit Corporation. 
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TaBLe 9.—Purchases and utilization of dairy products by CCC during 1953 
and 1954 


{In millions of pounds] 





Butter Nonfat dry milk 


1953 1954 1953 1954 


| 
| 


Purchases: 
January 
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| 
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Utilization: 

Commercial domestic sales__.._..._--- : : \ 116.4 
Animal and mixed feed sales edowieatcan ipateelubeaeas sdk satan 
Sec. 32 outlets . J \ . 19.8 
Sec. 416 donations: 

ER ena ban ano nuGanwllannekenn PP donta tet oes 58.0 

TO ead . ¥. = 78.9 
Commercial export sales _ - -_- Pes deh ae we Scat twa oa 
Noncommercial export sales sialbitns Sande E ; _ 
FOA transfers ap tata 3 , 4. 
U.S. Army transfers 15. 1. 
Other !___. neritic ssa ( 


ao 
poe 
wwe 


Seay 
. PRESS 
Moocnwu 


2 


- 
3 | 

18.2 316.4 ; 278.7 196. 2 | 
9 265. 7 55. 334.8 432.3 


Total. ...... 1 
Estimated supplies as of Dec. 31 2 

















| 


1 Other includes butter sold for salvage, for extending cocoa butter, for liquid milk recombining, trans- 
ferred to the Veterans’ Administration, and donation of nonfat dry milk for research use. 


Source: Reports of the Commodity Credit Corporation. 


APPENDIX A—PROPOSED AMENDMENT OF SECTION 22 OF THE AGRICULTURAL ADJUST- 
MENT AcT, AS DEVELOPED BY THE Dic SUBCOMMITTEE ON IMPORT CONTROL 


“Sec. 22. (a) It is the policy and the intent of the Congress that, notwith- 
standing the provisions of any other law and operations thereunder, imports of 
agricultural commodities or products thereof shall be controlled through import 
fees or quantitative limitations, to the extent necessary (i) to achieve the pur- 
poses of titles I, II, and III of the Agricultural Act of 1949, or the Soil Conserva- 
tion and Domestic Allotment Act, as amended, or section 32, Public Law 320, 
74th Congress, approved August 24, 1935, as amended, or the Agricultural Mar- 
keting Agreement Act of 1937, as amended, or any loan, purchase, or other 
program or operation undertaken by the Department of Agriculture or any 
agency operating under its direction, and authorized by the laws enumerated 
in this paragraph (a), or (ii) prevent any substantial reduction in the amount 
of any product processed in the United States from any agricultural commodity 
or product thereof with respect to which any such program or operation is being 
undertaken. In no event shall imports of any agricultural commodity or product 
thereof be permitted to exceed, during the marketing year for which a program 
to support prices to producers directly, or indirectly is in effect under any of 
the laws enumerated herein, average annual imports of such commodity or 
product thereof during the 5-year period immediately preceding the current 
program year, unless and until the United States farm price of such commodity 
or product, except for milk and butterfat and the products thereof, in which 
case the United States farm price of butterfat shall govern, reaches (@) parity 
prices as seasonally adjusted for such commodity or product and remains at 
such level for 3 consecutive calendar months, or (0) such higher levels as the 
Secretary may determine pursuant to section 402 of the Agricultural Act of 1949: 
Provided, however, That the volume restriction set forth herein shall apply 
during any period when farm prices are below parity: Provided, further, That 
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the Secretary of Agriculture is authorized to impose such additional quantitative 
limitations of imports as the Secretary may find necessary, during the operation 
of any price-support program for any agricultural commodity, to minimize the 
cost of such purchases, or losses that would be incurred in the disposition of any 
commodity in Government inventory: And provided further, That the procedure 
set forth in paragraphs (b), (c) and (d) hereof shall be applicable to the 
establishment of import fees, but shall not be applicable to quantitative limita- 
tions except in case the Secretary deems it necessary to limit imports to levels 
below the level established pursuant to this paragraph (a). 

(b) Whenever the Secretary of Agriculture deems it necessary to apply import 
fees, or quantitative limitations designed to limit imports to lower levels than 
those authorized in paragraph (a) of this section, he shall so advise the Presi- 
dent, and, if the President agrees that there is reason for such belief, the 
President shall cause an immediate investigation to be made by the United 
States Tariff Commission, which shall give precedence to investigations under 
this section to determine such facts. Such investigation shall be made after due 
notice and opportunity for hearing to interested parties, and shall be conducted 
subject to such regulations as the President shall specify. 

(c) If, on the basis of such investigation and report to him of findings and 
recommendations made in connection therewith, the President finds the existence 
of such facts, he shall by proclamation impose such fees not in excess of 50 
percent ad valorem or such quantitative limitations on any article or articles 
which may be entered, or withdrawn from warehouse, for consumption as he 
finds and declares shown by such investigation to be necessary in order that the 
entry of such article or articles will not render or tend to render ineffective, or 
materially interfere with, any program or operation referred to in subsection (a) 
of this section, or reduce substantially the amount of any product processed in 
the United States from any such agricultural commodity or product thereof 
with respect to which any such program or operation is being undertaken: Pro- 
vided, That no proclamation under this section shall impose any limitation on 
the total quantity of any article or articles which may be entered, or withdrawn 
from warehouse, for consumption which reduces such permissible total quantity 
to proportionately less than 50 percent of the total quantity of such article or 
articles which was entered, or withdrawn from warehouse, for consumption 
during a representative period as determined by the President: And provided 
further, That in designating any article or articles, the President may describe 
them by physical qualities, value, use, or upon such other bases as he shall 
determine. 

(d) The fees and limitations imposed by the President by proclamation under 
this section and any revocation, suspension, or modification thereof, shall be- 
come effective on such date as shall be therein specified, and such fees shall be 
treated for administrative purposes and for the purposes of section 32 of Public 
Law No. 320, 74th Congress, approved August 24, 1935, as amended, as duties 
imposed by the Tariff Act of 1930, but such fees shall not be considered as duties 
for the purpose of granting any preferential concession under any international 
obligation of the United States. 

(e) After investigation, report, finding, and declaration in the manner pro- 
vided in the case of a proclamation issued pursuant to subsection (b) of this 
section, any proclamation or provision of such proclamation may be suspended 
or terminated by the President whenever he finds and proclaims that the cir- 
cumstances requiring the proclamation or provision thereof no longer exist or 
may be modified by the President whenever he finds and proclaims that changed 
circumstances require such modification to carry out the purposes of this section. 

(f) Any decision of the President as to facts under this section shall be final. 

(g) No trade agreement or other international agreement heretofore or here- 
after entered into by the United States shall be applied in a manner inconsistent 
with the requirements of this section. 


The Cuarrman. The next witness is Mr. E. W. Gaumnitz. 
For the record, will you please give your name, address, and the 
capacity in which you appear. 
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STATEMENT OF E. W. GAUMNITZ, EXECUTIVE SECRETARY, 
NATIONAL CHEESE INSTITUTE, INC. 


Mr. Gaumnitz. I am E. W. Gaumnitz, executive secretary of the 
National Cheese Institute, with offices at 110 North Franklin Street, 
Chicago. 

Mr. Chairman, in the interest of speeding up the hearing, if agree- 
able to you, I would like to submit my statement for the record, and 
then only touch on certain points. I do this for one principal reason : 
I have helene to the testimony of Mr. Norton this morning, Mr. 
Reed, who just finished, and I howe reviewed the testimony of Dr. 


Sprague, who appeared before this committee, I believe, on Tuesday 
or Wednesday of this week. Much of the material which I have I 
note would be in the nature of duplicatory work. 

The CHatrman. Without objection, so ordered. 

(The statement referred to is as follows :) 


STATEMENT OF E. W. GAUMNITZ, EXECUTIVE SECRETARY, NATIONAL CHEESE 
INSTITUTE, INC. 


The National Cheese Institute, Inc., with offices at 110 North Franklin Street, 
Chicago, Ill., is a nonprofit corporation, whose members include manufacturers 
of cheese and process cheese and manufacturers, assemblers, importers, whole- 
salers, and distributors of all types of cheese. Its members manufacture over 
50 percent of the cheese produced in the United States and distribute between 
80 and 90 percent of all the cheese distributed in the United States. 

We believe that, under present conditions, international and domestic, positive 
quantitative import controls are necessary in dairy products; that legislation 
should be of a permanent character; that the necessary statutory authority 
should involve a minimum of discretion; that no further reductions in import 
duties for dairy products should be contemplated nor authorized at this time. 

Specifically, it is recommended that the authority set forth in the following 
sections of H. R. 1 should not be applicable to dairy products : 

1. Paragraph “(B)” on page 3, lines 9-16. 

2. Paragraph “(D)” “(i)” and “(ii)” on page 4, lines 8-16. 

3. Paragraph “(F)” on page 5, lines 13-22. 

4. Section 5 (a) on page 11, lines 9-19. 

In support of these recommendations attention is directed to the fact that these 
sections apparently would provide authority to eliminate import quotas estab- 
lished pursuant to section 22 of the Agricultural Adjustment Act, as amended, 
would enable further import duty reductions in dairy products regardless of the 
fact that reductions already made under the Trade Agreements Act have never 
been fully operative, and would enable a 50-percent reduction from the January 
1, 1945, import duty rates for those dairy products which are not being imported 
or are being imported in negligible quantities even though such importation is 
presently governed by import quotas. Administrative action authorized, and 
perhaps directed, under the proposed legislation could easily wreck the dairy 
product price-support program as outlined in the Agricultural Act of 1949, as 
amended, put out of business manufacturers of many varieties of cheese and 
probably other dairy products, and would surely add to the uncertainty of dairy 
product business operation. 

These recommendations and exclusions are based on the following facts and 
consideration : 

1. Milk production and cow numbers, table I.—Milk production on farms in the 
United States increased markedly in 1941-42 under wartime programs. In 1953- 
54 production again increased and reached almost 124 billion pounds in the latter 
years. Scrutiny of milk-cow numbers on farms and particularly the number of 
cows and heifers 2 years old and older and the number of heifers 1 to 2 years 
old being kept for milk cows indicates the possibility of further expansion in milk 
production in the United States. The volume of milk production is influenced by 
many factors including relative producer returns from milk production and 
from other farm enterprises. Returns to producers in the past 12 months for 
butterfat in farm-separated cream and for milk used for manufactured dairy 
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products averaged about 75 percent of parity and parity-equivalent prices, as 
calculated by the United States Department of Agriculture. In summary, how- 
ever, it appears that milk production will not decline. 

2. The production of cheese in the United States, by variety, for the years 
1931-54 as set forth in table IJ—The marked increase in 1941-42 was largely 
the result of the wartime program. The marked increase in 1953-54 resulted 
from an increase in milk production without a comparable increase in consump- 
tion and a milk and butterfat price-support program operated through the pur- 
chase of butter, nonfat dry milk solids, and cheddar cheese. 

The production of cheese in any 1 year is influenced largely by the relative 
prices of the several products of milk. In other words, milk is largely inter- 
changeable as between uses, so that when cheese prices are high relative to the 
prices of other dairy products, milk will be shifted into cheese production. The 
same holds true as between cheese varieties. 

3. Cheese imports.—Imports of cheese by varieties for the years 1931-53 are 
shown in table III and imports by months for January 1953 to September 1954 
in table IV. 

It should be noted that imports in the period 1931-39 ranged from 47 to 61 
million pounds per year. Imports during the wartime shortage period were 
creatly reduced but, in the years 1950-53, again reached the level of 49 to 56 
million pounds. Imports in 1954 will probably be somewhat lower than in 1953, 
primarily because of the reduced import quota for cheddar cheese. 

While cheese imports represented about 5 percent of United States cheese pro- 
duction in the last 3 years, imports of Edam and Gouda cheese about equaled 
United States production. Imports of Italian cheese equaled about 30 percent 
of United States production and imports of Italian types, if compared with the 
United States production of hard Italian cheeses, equaled over 50 percent of 
the United States production, and blue-mold cheese imports equaled perhaps 30 to 
10 percent of United States production. 

4. Cheese exports.—Exports of cheese from the United States in the years 
1931-39 ranged from less than 1.1 to about 1.7 million pounds. In the war years 
exports were very large with a peak of 305 million pounds reported in 12. 
Exports continued high in the postwar period under various types of relief or 
subsidy programs but in 1952, the first postwar year when export subsidies were 
less important, exports again were reduced and approximated 4 million pounds. 
Under various governmental programs, cheese exports are increasing. 

5. Import duties, tables V and VI.—In connection with imports it should be 
noted that under various trade agreements import duties on all dairy products 
have been materially reduced from the levels established by the Tariff Act of 
1930. For the most dairy products such reductions on a dollar-and-cents basis 
amount to about 50 percent. For example, the rate on whole milk has been 
reduced from 6% to 2 cents per gallon for not more than 3 million gallons in any 
calendar year. The rate on butter has been reduced from 14 to 7 cents per pound 
on up to 60 million pounds (the quantity limitation are related to specific periods 
of the year). The rate on dry skim and buttermilk has been reduced from 3 
to 11%4 cents per pound. The rates for cheese are detailed in table VI. The rates 
provided in the act of 1930 were 7 cents per pound but not less than 35 percent 
ad valorem. Currently, the rates range from 3 to 5 cents per pound and from 15 
to 20 percent ad valorem. 

6. Currency devaluation.—In connection with imports attention is directed to 
the fact that a considerable number of exporting countries have arbitrarily de- 
valued their currencies. Such devaluations have ranged to more than 35 percent. 
These devaluations have been particularly difficult to anticipate since the ex- 
change rates apparently have been determined very largely by arbitrary govern- 
mental action. i 

Whenever exchange rates do not have a common denominator resulting in 
exchange rates being self-adjusting, international trade becomes arbitrary. 
Under such conditions “demand” and “supply” in terms of prices become mean- 
ingless terms. The volume of goods exported from the United States, for example, 
under such conditions are in no sense the result of free trade, since such quanti- 
ties may well have moved under arbitrary or hidden subsidies. Were exchange 
free and gold movement free it is not only possible but probable that United 
States exports would be materially reduced and limited. Export data as well as 
import data, under these conditions, are factitious. 

7. Arbitrary pricing—In recent years there has grown up a discriminatory 
pricing arrangement on the part of certain countries exporting to the United 
States. Examples of such arrangements are the specific pricing mechanisms of 
Denmark and the Netherlands. 
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Arbitrary export pricing on the part of Denmark was clearly set forth in the 
public hearing before the United States Tariff Commission on April 4, 1952, in 
connection with an investigation regarding blue-mold cheese under section 7 
of the Trade Agreements Extension Act of 1951. 

At that hearing, one witness stated that export prices of Danish blue-mold 
cheese are controlled by arbitrary action through a Danish cheese export com- 
mittee in which the Danish Government participates and through which exports 
are controlled; tat different export prices are arbitrarily established between 
countries; that such prices could be raised or lowered by edict; and that such 
export prices apparently are not related to the prices of other dairy products. 

The situation in the Netherlands was outlined in response to an inquiry ad- 
dressed to the Under Secretary of Agriculture to which the Assistant to the 
Under Secretary made reply under date of April 23, 1952. Two paragraphs of 
that letter are as follows: 

“Apparently some misunderstanding has developed over his reference to the 
policy followed by many of the foreign countries of selling specialty cheeses 
strictly as luxury products at prices substantially above those for comparable 
types of cheese produced domestically. The particular example he had in mind 
was Dutch cheese, as The Netherlands Government sets minimum prices for 
exported dairy products, based upon production costs plus a small amount 
charged to make up for certain domestic subsidies. As it happens the export 
prices of Dutch cheeses so far have been higher than the prices of American 
Gouda and Edam. If this situation should change, The Netherlands Embassy 
informs us, it is contemplated to raise the price of Dutch cheese so it will 
remain above the price of the American product. 

“Roquefort exporters also maintain complete control over prices to keep them 
substantially above the market for domestic Blue cheese.” 

‘These two illustrations serve to point out the fact that international trade is 
not being conducted under conditions contemplated by any concept of free trade. 

8. International trade in cheese.—In the prewar years, 1934-38, international 
trade in cheese approximated 500 million pounds per year. In the past few years, 
such trade has approximated 700 million pounds. The principal foreign export- 
ing countries are New Zealand, The Netherlands, Denmark, Australia, Switzer- 
land, Italy, and France. The principal importing countries are the United King- 
dom, Western Germany, Belgium, the United States, Italy, and France. 

As reported by the United States Department of Agriculture the price of New 
Zealand finest and first grade cheese on the London market was 22.5 cents per 
pound on November 25, 1954, and choicest cheddar cheese at Sydney, Australia, 
was priced at 25.7 cents per pound on November 26, 1954. In contrast the price 
of United States cheddar cheese in Wisconsin was reported at 32.2 cents per 
pound on November 26, 1954, in the same United States Department of Agricul- 
ture publication. On the basis of transportation costs of 1 to 3 cents per pounds 
(as estimated by the United States Department of Agriculture in the Tariff 
Commission hearing on May 4, 1953, and previously noted) it is apparent that 
exporting countries would ship material quantities of cheese to the United States 
under present conditions were no quotas in effect. This conclusion is amply 
supported by the fact that the United States Department of Agriculture is cur- 
rently offering cheddar cheese for commercial export at 25.5 cents per pound, 
basis port of export. With such a volume of cheese in international trade it 
would not be difficult, under present conditions, to visualize United States imports 
of 200 or 300 million pounds per year were all United States import quotas 
removed. 

9. United States support prices for dairy products——Under the Agricultural 
Act of 1949, as amended, the United States Department of Agriculture is re- 
quired to support the prices of milk and butterfat at between 75 and 90 percent 
of parity and under certain conditions prices may be supported at above the 
90 percent level. Support prices, as announced, are summarized in table VII. 
Prices currently are being supported through offers to purchase butter, cheddar 
cheese, and nonfat dry milk solids, and support prices for these products have 
been announced for the crop year April 1, 1955, to March 31, 1956. (During 
the past summer there was also in effect a loan program for whey products. ) 

While the method of support is through the offer to purchase butter, cheddar 
cheese, and nonfat dry milk solids, the effect is to support the prices to producers 
for milk for all uses. This situation is well stated in a letter from the Secretary 
of Agriculture to Senator Fulbright under date of September 17, 1951, and 
appearing in the hearings before the Senate Committee on Banking and Cur- 
rency on S. 2104. The Secretary’s statement on this point follows: 
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“Since all dairy products are manufactured from milk or butterfat, there is 
a very close relationship between the price at which the various dairy products 
are purchased under the price-support program. Purchases of any one of the 
major dairy products tend to support the returns to farmers for milk and butter- 
fat sold. It is, therefore, reasonable to expect that imports of cheese on an 
unrestricted basis would result in increased purchases of dairy products under 
the price-support program.” 

This situation was also well stated in the statement on the need for limiting 
imports of dairy products under section 22 of the Agricultural Adjustment Act, 
as amended, presented to the United States Tariff Commission at a hearing on 
May 4, 1953 on behalf of the United States Department of Agriculture, Pro- 
duction and Marketing Administration, and marked “Exhibit 4” in that hearing. 
In connection with the United States Department of Agriculture price-support 
program for milk and butterfat the following statement appears: 

“The purpose of the program is to support the general levels of prices to 
producers for milk and butterfat (in farm-separated cream) in all uses. Pur- 
chases of the major dairy products effectively accomplish this objective because 
of the prevailing pricing practices and the flexibility in the uses of milk, butter- 
fat, and their products. Manufacturers generally pay farmers for milk and 
butterfat on the basis of market prices they receive for dairy products. Market 
prices of the numerous kinds of dairy products tend to move up and down to- 
gether, remaining at or near their longtime average relationships. Manufac- 
turers and handlers adjust the utilization of milk and butterfat in accordance 
with the relative market demands for the different dairy products at prices 
comparable to the support levels. These adjustments and relationships are 
encouraged and facilitated by the competition among the many manufacturers 
of different dairy products in the major dairy areas and by the multiple facilities 
in many dairy plants. It also is aided by the flexibility in the uses of partially 
processed dairy products in the production of other products offered to con- 
sumers. For example, ice cream manufacturers and bakers can obtain butterfat 
and nonfat milk solids by using fluid milk, cream, condensed milk, butter, nonfat 
dry milk solids, dried whole milk, dried buttermilk, or dried cream. Purchases 
under the program support prices of milk and butterfat in all uses. The supplies 
of milk received by processors in excess of the quantities that they can market 
in the forms of milk and its products in regular channels at prices equivalent 
to support levels are converted into products purchased by the Department.” 

10. United States dairy product purchases under price support.—Government 
purchases under the dairy price support programs of 1952-53, 1953-54, and 
April 1 to December 31, 1954, utilization to December 31, 1954, and stocks held 
by the Government on December 31, 1954, are summarized in table VIII. The 
second page of table VIII includes similar data by months for the calendar years 
1953 and 1954. 

These data show clearly that purchases were very large in the two and three- 
quarter crop years covered and that commercial sales accounted for but a 
small part of utilization or disposal. Purchases of butter and cheese during 
the last three months of 1953 have been reduced materially. 

In spite of the fact that noncommercial sales amounted to about 410 million 
pounds of butter, 195 million pounds of cheese, and 1,185,000,000 pounds of 
nonfat dry milk solids, Government held stocks as of December 31, 1954, 
amounted to approximately 266 million pounds of butter, 335 million pounds of 
cheese, and 92 million pounds of nonfat dry milk solids. 

If milk production continues as expected and with no change in import re- 
Strictions there is every reason to anticipate that Government price-support 
purchases during the coming crop year, under announced programs, will approxi- 
mate if not exceed noncommercial utilization. 

11. Import quotas.—The importation of most dairy products is now restricted 
through import quotas issued pursuant to the provisions of section 22 of the 
Agricultural Adjustment Act, as amended. Such quota restrictions are based 
upon a finding that the articles included in the quota list “are practically certain 
to be imported into the United States under such conditions and in such quan- 
tities as to render or tend to render ineffective or materially interfere with 
programs or operations undertaken by the United States Department of Agri- 
culture or agencies operating under its direction pursuant to sections 101, 201, 
301, and 401 of the Agricultural Act of 1949, as amended, and Part 6 of Title 3, 
of the Agricultural Adjustment Act of 1938, as amended, with respect to certain 
of such articles or with respect to products from which certain of such articles 
are processed or to reduce substantially the amount of certain of such articles 
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processed in the United States from agricultural commodities with respect to 
which the said programs or operations of the United States Department of 
Agriculture are undertaken.” Such findings were made after a hearing held 
by the United States Tariff Commission and related only to the items listed 
in the notice of hearing. As was pointed out at that hearing, other dairy items 
should have been included. 

The dairy items for which annual import quotas were established effective 
July 1, 1954, are shown in table IX. 

The point to be noted is that import quotas were established on a number of 
items for which tariff rates had been previously reduced, pursuant to the Trade 
Agreements Act. It will be remembered that reductions have been made on most 
types of cheese amounting to approximately 50 percent from the rates in effect 
under the Tariff Act of 1930. The rates for the various types of cheese in the 
Tariff Act of 1930 and as modified at later dates are shown in table VI. 

In this connection it is to be noted that quotas for various dairy products 
had been in effect prior to the action taken under section 22. A brief summary 
of import quotas for dairy products in the past several years was contained in 
a statement submitted on behalf of the United States Department of Agriculture 
in connection with the United States Tariff Commission hearing on May 4, 1953. 
That summary statement follows: 

“Imports of one or more dairy products have been controlled since 1942 when 
controls were established on major products under authority included in the 
Second War Powers Act, primarily to conserve shipping space and to minimize 
cross international shipments of the same commodities. Subsequently, import 
controls were used to implement international allocations of dairy products agreed 
upon by the Governments of the allied countries. 

“In mid-1947, import controls on all dairy products except butter were dis- 
continued. Controls on butter were continued in 1947 and 1948 because of the 
worldwide shortage in fats and oils. Import controls on butter were continued 
in 1949, 1950, and the first 7 months of 1951, pursuant to legislative authority 
included in Public Laws 155 and 590, 8ist Congress, to permit the orderly 
liquidation of Government-owned stocks. 

“Since August 9, 1951, imports of certain types of dairy products have been con- 
trolled by the United States Department of Agriculture under the authority of 
section 104 of the Defense Production Act of 1950, as amended. That legislation 
directs the Secretary of Agriculture to limit imports of dairy products to such 
quantities as he finds will not: 

“*(a) impair or reduce the domestic production of any such commodity 
or product below present production levels, or below such higher levels as 
the Secretary of Agriculture may deem necessary in view of domestic or 
international conditions or 

“*(b) interfere with the orderly domestic storing and marketing of any 
such commodity or product, or 

“*(e) result in any unnecessary burden or expenditures under any Gov- 
ernment price support program.’ 

“Section 104 provides that the Secretary of Agriculture after establishing 
import limitations may permit additional imports of 15 percent of the import 
limitation in the interest of international relationships and trade. 

“Section 104 expires on June 30, 1953. 

“Import controls on dairy products since August 1951 may be summarized as 
follews: Imports of butter, butteroil, and nonfat dry milk solids have been pro- 
hibited. 

“All types and varieties of cheese were subject to import quotas, based on 
imports in recent years, from August 9, 1951, to June 30, 1952. On July 3, 1952, 
import controls were removed from Swiss cheese, processed Gruyere cheese, 
Roquefort, and certain miscellaneous cheese, while imports of other types and 
varieties continued to be limited by quotas. Controls subsequently were re- 
moved from Pecorino and other Italian cheeses suitable for grating and made from 
sheep’s milk, from Stilton cheese, and from cheeses processed from Edam and 
Gouda. The quotas in effect as of early May 1953 are based on the following 
annual rates: 

Million pounds 


Cheese processed from Cheddar or blue mold (quantity imported in 1950). 
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“In addition to the above quotas, imports equal to 15 percent of the quotas 
have been authorized in the interests of international trade and relationships. 

“Imports of casein were restricted by quotas from August 9, 1951, until Decem- 
ber 31, 1952, when this restriction was discontinued. 

“Imports of dried whole milk, dried buttermilk, and dried cream were re- 
stricted to quotas during the first quarter of 1953 and are embargoed in the 
second quarter of 1953. 

“Imports of malted milk compounds, having similar uses as butter are 
embargoed. 

“Present import controls are effective until June 30, 1953. 

“Import controls on the quota commodities are administered on the basis of 
individual licenses that are issued by the Department at 4-month intervals and 
which limit imports by country of origin as well as in quantity.” 

12. Competition between various types of cheese.—Various types of cheese are 
competitive as has been noted in previous presentations before this group. In 
broad terms each variety of cheese is competitive with every other variety. It 
is true that there are many varieties of cheese with distinguishing characteristics 
and that cheeses vary in size, shape, and color and differ in texture and flavor 
and vary in their common uses. More than 400 cheeses are described in the 
United States Department of Agriculture Handbook No. 54, Cheese Varieties and 
Descriptions. However, as is noted in that publication there are only about 18 
distinct types or kinds of natural cheese. Under these circumstances it is quite 
evident that there would be overlapping between cheeses that might be placed 
in the 18 categories. As a result of such overlapping in characteristics there is 
competition between varieties which leads to the conclusion that all cheeses are 
competitive. 

This fact was well stated by the Director of Commodity Marketing and Ad- 
justment, United States Department of Agriculture, in a statement before the 
United States Tariff Commission on May 4, 1953, regarding section 22, Investiga- 
tion No. 6 on dairy products, flaxseed, linseed oil, peanuts, peanut oil, tung nuts 
and tung oil. The Director in testifying in behalf of the Secretary of Agriculture 
made the following statement: 

“Imports of all types of cheese were restricted by quotas because the Depart- 
ment believed that the different types were competitive with similar domestic 
products in varying degrees. At that time, the market price of Cheddar cheese 
was close to the purchase price under the support program and it was believed 
that unrestricted imports of cheese would result in the need for government 
purchases of Cheddar cheese under the program * * *.” 

Conclusion.—In view of the facts it is submitted that the recommendations 
set forth should be accepted by this Committee and the proper amendments made 
in H. R. 1. In any event it is our belief that international agreements are a 
matter of congressional direction. At the least, congressional intent should be 
set forth clearly. 


TABLE I.—Milk cows and milk production on farms, United States, 1930-54 


| | 
eg Cows and | Heifers 1-2 oon Cows and | Heifers 1 
Milk pro- heifers 2 | years kept ae heifers 2 | years ke 
yearsold | for milk main “4 1) years old for mil 
| and over? cows er and over 2? 


2 
duction on J t 
farms ! aoe K 





Million 
pounds 
100. 
103 
103. 
104. 
101. 
101. 
Seiad 102. 
1937_..... 101. 
ei iecteh ee 105. 
Seki scateocs 106. 24. 6 115 
Pedi oiicinn 109. 4 | 24. { , 12 
115. 25. ! : ; 123 

118. 5 | 26.3 | 


Million Number Million Million Number 
head per 100 cows pounds head per 100¢ 
7 ‘ 


| 
| 23.0 | 21.1 117.0 
| 23. 8 | 20. 8 —— 117.0 27 


bo 


24.9 | 20. 
25. 20. 
26.9 | 20 
26. 19. 
25. 18 
24. 6 19. 


24. 


119.8 
117 


116.8 
1 


as 


26. 5 


b QO Go 
Nn e 


112 
116 
116. ¢ 
114 


— we OO OO © em OD 
wo-10 Oto 


! Excludes milk produced by cows not on farms. 
? January 1. 


Compiled from reports of the U. 8. Department of Agriculture, Agricultural Marketing Service. 
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Cream 





Lim- 
burger 





Brick 
and 
Muenster) 


AM OPFOHGOGOMOOCOCCHrOrOSOHOSCerD 


| COHPOMONCOHMHHTADOBDOVDOKOr 


oe | 


Quantities in million pounds 


coo- 
| =e 


Swiss 


' 
' 
‘ 
‘ 
' 
: 
‘ 
HOMOODDDANSCHDOE-AHHAOWMDMOOTN : 


SHSOGSCNMOSCHMOGCVNGIOT*nanwn ws Nn _-s 


TRADE AGREEMENTS EXTENSION 


| CMON OSHC OCHMDADHDOMMrANHAHDOH | 


American 


xeesees 
oo OD ree a 


1931 53 compiled from reports of the U. 8. Department of Agriculture. 


1 Neufchatel cheese included for 1943 and following years. 
Dairy Products, Jan. 26, 1955. 


2 Prior to 1943 included in ‘All other”’ varieties. 


3 Included in ‘‘All other.”’ 


TABLE II.—Cheese: Quantities manufactured in the United States, 1931 to 1953 
4 Preliminary 
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TaBLE III.—Cheese: United States imports for consumption, by variety, 1931 to date 


Calendar 
year 


1 cceoesas 


1940. ..-.- 
1941 .. 


1988... 0<~0~ 


1946 
1947... 
19G. acca 
1949...-- 


1008 ee 
1088. =. :- a0 


1068 csjemas- 
1G eae 
1954 





Swiss (Em- 
menthaler 
and 
Gruyere) 


15, 675 
11, 707 
10, 728 
6, 819 

6. 259 

8, 029 

13, 147 
13, 317 
14, 141 
5, 794 

1, 105 

223 


1, 032 | 


1, 047 
62 
539 


3, 218 
7,111 


8, 396 | 


9, 466 


10, 378 | 


11, 871 


Blue 
Mold ! 


[1,000 pounds] 


Provolone | Provolette | Reggiano 


Gouda! 


—e 
| Cheddar 2} Edam and Goya! 
i | | 


| 
| 
' 
j 


oseeseeeees 
—Nper pNP Pr hp 











| | 
Calendar year Parmesan | Romano 


aa’ ad od af 08 of ot 08 


“a 


LOLOL MLL lll 


~ 








Pecorino Roquefort 


Other Total, all 
cheese | varieties 


14, 203 
13, 332 


3, 145 

3, 203 | 
2, 298 14, 976 
2, 578 14, 591 
1, 999 | 15, 860 
2, 147 9, 843 
2,401 | 8, 531 

2, 394 7, 170 | 

BM Vkicdidotans 7, 740 | 
Se css , 108 
0 6 614 20, 013 

0 | , 696 24, 218 

3, 9% , 460 25, 334 

, 222 9, 045 

2, 295 8, 300 

, O84 | 20, 820 

729 | 8, 671 

, 269 | 23, 557 

3,117 32, 015 

3, 939 56, 172 

3, 580 | 52, 330 

4, 208 | 49, 208 


60, 809 
53, 638 
49, 497 
47, 533 
48, 933 
59, 849 
60, 650 
54, 432 
59, 071 
32, 623 


_ 
a 


B peyote 
SeS2S5F 


No boon Oop 
~ 
BSS2 


! Prior to June 15, 1936, included in “Other cheese.” 
2 Prior to 1936 included in ‘‘Other cheese.” 

3 Prior to Nov. 15, 1941, included in “Other cheese.” 
‘ Includes Provolette. 


5 Included in Provolone. 


6 IncludesParmesan. 
7 Included in Reggiano. 
§ Includes Pecorino. 
* Included in Romano. 


10 Less than 500 pounds. 


Source: 1931-49, Program and Analysis Division, USDA. 1950-53, Foreign Agriculture Circular, FAS, 
USDA, May 28, 1954. 
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TABLE IV.—Imports of specified varieties of cheese into the United States, by 
months, 1953 to date 


[1,000 pounds] 


Swiss (Emmenthaler Sheep’s milk, | Other Italian 


and Gruyer) Italian ! including Sbrinz ? 
Month | 


1953 1954 1953 


January | 1, O86. [ 858. 
February 1, 169. 52. 672. 
1, 231. } 1, 123. 

922. . 916. 

418. . 495. 

1, 057. , 459. 

487. 
A it 448. 
September _- . 4 : 1, 749. 
OE: 1. nt cuucswanaekns 9. 1, 279. 
Novem ber-- . 175. 2, 318. 
TPROSIDOE 6 oc cncnccnencbeustal g See [ounde~. 1, 502. 


570. 6 
295. 
668. 
907. 
762. 

1, 045. 
397. 
478. 
763. 
237. 

1, 688. 
818.9 
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12, 312. 


~ 


8, 634.1 





Roquefort Cheddar Blue Mold 


Month ae 
1953 1954 1953 | 1954 


January 147. 3 8. 3, 352. 7 
February -.-.-- 130. ¢ .< 289. 1 

} ‘ 114.8 
463. 4 





OO 
September 

October 

Novem ber 

December 


OI WHOOMAAD 





Edam and 
Gouda 
Month 


January 
February 


w 
8 
one 
BB 


a 
ne 


BES 
Wawonwnwreare 


—— 


April 


cx te @ 
SSr8 


83 


August 
September 
October. 
November 
December 


mh 

BSS 
Noo 

Ih RO eH AOI O 

PN PP PP 


co 





1 Pecorino and sheep’s milk cheese for grating. Since July 1952 includes all sheep’s milk cheese. 
2 Cows milk Romano, Reggiano, Parmesan, Provoloni, Provolette, and Sbrinz. 


Compiled from monthly reports, United States Imports of Merchandise for Consumption, issued by the 
U.S. Department of Commerce. 
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Taste V.—United States tariff rate for specified dairy products 
cheese) 


Product 1930 rate 


Cents 





Whole milk 
Cream, fresh or sour 
Skim milk and buttermilk ‘ 
Milk, condensed or evaporated, in air- tight con- 
tainers: 
TONAL, npc dihennnnadnseoeesexes’ ..---| Per pound 
ee hh cme sduscmainmdnanalaed 1 
All other 
Dried whole milk 
Dried cream ___.-- 
Dried skim milk and butter milk: : Us i cicbentine 
Malted milk and compounds. ....................}.--..- do-. 35 percent 
valorem. 


Butter: 
Entered Nov. 1 to Mar. 31-- 
Entered Apr. 1 to July -- 
Entered July 16 to Oct. 
Casein or lacterine and Sean SE Sakae do 
i 


2293 


(other than 


Present rate 


Cents 


17.5 percent 
valorem. 


OA 
0.5 
0.5 





t For not more than 3,000,000 gallons entered in any calendar year. 
2 For not more than 1,500,000 gallons entered in any calendar year. 
3 Dry whey dutiable as dry buttermilk—C D-470, Apr. 18, 1941. 

‘ For not more than 50,000,000 pounds. 

5 For not more than 5,000,000 pounds. 


Compiled from reports of the U. 8. Tariff Commission. Certain exceptions applic: 


Phillipines and Communist-dominated nations not noted. 


TABLE VI.—United States tariff rates on cheese? 


able to Cuba, the 





| Tariff Act of 1930 Rates as of 1945 


Variety and description | Minimum 


ad valorem 
(percent) 


Minimum 
ad valorem 
(percent 


iCents per! 


Cents per 
pound 


pound 


Blue Mold in original loaves 35 5 
Bryndza in casks, barrels, or hogs- | | 
heads weighing, with contents, | 
over 200 pounds each 
Cheddar: 
Not processed except by divi- 
sion into pieces ai | 
Otherwise processed _ -- 
Edam and Gouda: 
40 percent or more butterfat_ 
Less than 40 percent butterfat 
Goya in original loaves_- : 
Gruyere, process 
Provolette 
Romano, Peggiano, Parmesan and 
Provolone in original loaves_.. 
Roquefort in original loaves 
Sbrinz in original loaves._--_- 
Sheep’s milk cheese for gr ating, i 
original loaves. ; - 
Pecorino: 
In original loaves - - -- : 
In original loaves, not suitable 
for grating - ; 
Swiss or Emmenthaler. ‘ 
Other cheese and substitutes_- 


“31°37 °)3°)] 


1 Other than Cuba and Philippine Republic. 


Compiled from reports of the U. 8. Department of Agriculture. 


Cents per 
pound 


Current rates 


Minimum 
ad valorem 
(percent) 
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TABLE VII.—U. S. Department of Agriculture support programs, 1949-55 


| 
Announcement date ---| Feb. 8, 1949 July 27, 1949 Dec. 27, 1949. 
2-8-49 to 7-27-49 _ - 7-27-49 to 12-31-49 1-1-50 to 3-31-51. 


Cents per pound | Parity Com per pound caer Cents per pound | Parity 
1.0 81 


59 before 9-1 
62 after 9-1 
Butter “B”’ 


Nonfat dry spray 12.25 before 9-1 
12.75 after 9-1 

Nonfat dry roller 11,00 before 9-1-- 
11.50 after 9-1_ _- 


Mar. 15, 1951- - Mar. 19, 1952_..-.......- 

4-1-51 to 3-31-52. 4-1-52 to 3-31-53 4-1 -53 to 3-31- 54. 

| 

| 

Cents per pound a nm per poe y | Cents per pound | roy 
36.0 38.25 37.0 

87 a Chicago, 65.75-- 0 
New York, 66.50_|_......_ 
San Francisco, 

66.75 _- ee 
Seattle, 66. 75 me 
ee EE na ees --| 6. aoonelianal ree Ca Chicago, 63.75 - 

New York, 64.50_ 
San Francisco, 
64.75 





Nonfat dry spray 15.00 _. 
Nonfat dry roller 13.00 00 
Announcement date -- February 18, ‘1954 July 8, 1954 Jan. 11, 1955. 
- 4-1-54 to 3- 31- 55 7-12-54 to 3- ae 4-1-55 to 3-31-56. 
COMMODITY 
o- per pound | bow | | Cents per poe | Parity 
32.25 | 33.25 7 | 33.25. ... : 80 
Butter * Chicago, 57.50__- 73 Chicago, 57.50. 
San Peete | Francisco, 
57.50 | 
Seattle, 57.50 | | Seattle, 57.50 
New York, 58.25_|.._____- 4 --| New York, 58.25.|...-.-_- 
Butter ““B’’ Chicago, 55.50__- Chicago, 55.50___| 
San Francisco, | | San Francisco, 
| 50 


= 55. 
Seattle, 55.50 
4 York, 56.25. |.......- 





Nonfat dry spray 5. A 75 
Nonfat dry roller ‘ 75 
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Taste VIII—U. S. Department of Agriculture price support purchases and 
utilization, specified periods 


Following are cumulative purchases and uses under the dairy price-support 
operation through December and the estimated quantities on hand December 31, 
1954: 


Cheddar | Nonfat dry 


Butter cheese milk solids 


| 


| 
Purchases: | Pounds Pounds | Pounds 
1952-53 (4-1-52—3-31-53) 143,348,182 | 75,236,131 | 210, 410, 097 
1953-54 i Se—19 518 | 380, 184, 566 452, 485, 208 665, 871, 918 
1954-55 (4-1-54—12-31-54) 176, 416, 568 124, 246, 722 408, 840, 179 


| 699,949,316 | 651, 968, 061 | 1, 285, 122, 194 


Uses: | | 
Commercial sales_-- .-- ------------| 28,386,805 | 122, 745, 838 4, 429, 851 
Animal and mixed feed sales a 579, 149, 831 
Sec. 132 outlets 21, 146, 130 
Sec. 416 donations: | | 
Domestic ss ...-| 76,990,100 | 57, 981, 304 56, 500, 335 
Foreign ded ae iaiahetd -e----| 158, 547,330 93, 185, 957 266, 176, 678 
Commercial export sales ee a oe Cy 1, 414, 350 288, 026 | 2, 205, 640 
Noncommercial] export sales !_____- ates oacdiaea a 11, 362, 500 |. - } 245, 149, 760 
a eg”, eee = 43, 336, 871 | 1, 174, 288 6, 893, 765 
FOA transfers-- -- : pao dea sac je 9, 113, 000 | 4, 527, 125 11, 581, 708 
Other ? 3, 116, 213 a eee 80, 000 


Total 


1, 193, 313, 698 


Estimated supplies as of Dec. 31, 1954........-..-.--------- 265, 673, 354 | 334,829,074 | 91, 808, 496 


! Butter converted to butteroil for foreign welfare use. 
2 Other uses include butter salvage sale, cocoa butter extender sales, butter sales and donations to the 
Veterans’ Administration, donations of dry milk for research, and butter sold for liquid milk recombining 


Report on loan program for whey products and dry buttermilk through Decem- 
ber 31, 1954: 





Quantity 
Satie | Total loan in 
of milk dollars 

solids) 


Dry whey 35, 431,071 | $2, 125, 864. 24 
Dry whey product-.- -- ° 866, 732 | 58, 504. 41 
Condensed whey in packages ahnehieaweeel 2, 824, 071 | 169, 444. 17 
Condensed whey in tanks | 26, 901, 531 | 1, 076, 060. 86 
Dry buttermilk _-.---_- : ; : 


Teli. caves: ot | 66,023,405 | 3, 420, 873. 68 


! Includes 40,600,632 pounds of dry whey taken over by CCC of which 14,862,300 pounds have been sold 
for commercial export, leaving 25,738,332 pounds in inventory. 
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Following is a preliminary summary of dairy price support purchases and 
utilization for the calendar year 1954 compared with activities for 1953. 


{In millions of pounds] 


Butter | Nonfat dry milk 
} 


1953 | 1954 1953 1954 


Purchases: 
January 
February 
March. -_. 
or nicmee 
ae ii 
June 
July 
August ‘i 
September 
October ; 
November 
December 


BES 


~ 
~ 


or hwnd 
aS SSsRNano 
COrnwuneK-aco 
oe 





os 
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pe epaeSBlosss 
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Utilization: 
Commercial domestic sales_.......~--- 
Animal] and mixed feed sales_.....---- 
Sec. 32 outlets__. 
Sec. 416 donations: 
Domestic 
Foreign _-. 
Commercial export sales 
Noncommercial export sales 
FOA transfers ; 
U.S. Army transfers. -........- 
Other !- Renin 





SS pose 





_ 
, re 





Eo imcamacksnd 








Estimated supplies as of Dec. 31...-.-----| 256.9 265.7 | 255.2 | 334. 8 | 432. 3 | 
| | | | 











1 Other includes butter sold for salvage, for extending cocoa butter, for liquid milk recombining, trans- 
ferred to the Veterans’ Administration, and donation of nonfat dry milk for research use. 


Norte.—Utilization totals and estimated supplies will not necessarily balance with purchases for the 
year since quantities purchased in previous years are in the inventory. Section 32 outlets and section 416 
domestic distribution go into the same channels. 


TABLE IX.—Imports of dairy products now controlled under sec. 22 of the Agri- 
cultural Adjustment Act—total annual import quotas for dairy products ef- 
fective July 1, 1954 


Butter: Pounds 
New Zealand 332, 000 
SRI a a rar nr at ns os 212, 000 
Argentina, Australia, Canada, Netherlands, Nor- 
way, Sweden, and Switzerland 
- 707, 000 
Dried whole milk 7, 000 
Dried buttermilk 496, 000 
Dried cream 500 
Dried skimmed milk (nonfat dry milk solids) 1, 807, 000 
Malted milk, and compounds or mixtures of or substitutes for milk 
or cream 6, 000 
Cheddar cheese, and cheese and substitutes for cheese, containing, or 
processed from, cheddar cheese 2, 780, 100 
Edam and Gouda cheese 4, 600, 200 
Blue mold (except Stilton) cheese, and cheese and substitutes for 
cheese containing, or processed from, blue mold cheese 4, 167, 06 
Italian type cheeses, made from cow’s milk, in original loaves (Ro- 
mano made from cow’s milk, Reggiano, Parmesano, Provolini, 
Provolette, and Shrinz) 9, 200, 100 


os titees : Press Release, U. S. Department of Agriculture, June 15, 1954 (USDA 
539-54-2). 
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Mr. Gaumnirz. I would like, in the first place, to endorse the state- 
ments made by Mr. Reed and Mr. Norton, and, particularly, also the 
statements made by Dr. Sprague that pertain particularly to cacein 
and milk sugar. In making that endorsement I am particularly inter- 
ested in the proposed amendments that were suggested by Mr. Norton 
and Mr. Reed. 

In our statment we had suggested that the terms of this bill, H. R. 
1. be not aplicable to dairy products; that is, the suggestions of the 
other witnesses accomplish, as I see it, very much the same purpose 
although in a somewhat different manner. I do not think they are in- 
consistent; they are alternatives. 

There are just two or three things that I would like to touch on— 
particularly my fourth paragraph on the first page of the statement. 

In support of these recommendations attention is directed to the 
fact that these sections aparently would provide authority to elimi- 
nate import quotas established pursuant to section 22 of the Agricul- 
tural Adjustment Act, as amended ; would enable further import duty 
reductions in dairy products regardless of the fact that reductions al- 
ready made under the Trade Agreements Act have never been fully 
operative. 

I would like to stress that just a minute. We have had, roughly, the 
reductions in duties—about 50 in the case of dairy products. Some of 
those reductions were made in late 1930, and the rest of them in the 
‘40s. During practically all of that time we have been involved either 
in a war of one kind of another or we have had restrictions in effect. 
The point is that the rates, the reductions have never been operative. 
We have never operated in the industry under those reduced rates in 
any period. 

Therefore, it would enable a 50 percent reduction from the January 
1, 1945, import duty rates for those dairy products which are not being 
imported or are being imported in negligible quantities even though 
such importations is presently governed by import quotas. 

In other words, we have a condition in certain of the products where 
quotas are now in effect. It might easily be held that imports are neg- 
ligible. They would not have been negligible had there been no quo- 
tas. So now it would apparently be possible to reduce the rates by 50 
percent in spite of the fact that there has not been an open bit of trad- 
ing with reference to dairy products during this whole period. 

Administrative action is authorized and perhaps directed. The law- 
yers take a different view as to whether the Administration is directed 
to do certain things. It seems to me, however, that some experience 
would indicate that under the language which is here proposed the 
Administration might be justified in assuming that it was the inten- 
tion of Congress that the fullest advantage be taken of the various 
provisions of this act. So, therefore, in one sense, it seems to me we 
might say that probably or perhaps it was the intention of Congress 
to direct the Administration to do certain things, not merely give per- 
missive authority. 

Administrative action authorized, and perhaps directed, under the 
proposed legislation could easily wreck the dairy product price sup- 
port program as outlined in the Agricultural Act of 1949, as amended. 

In my statement, I have attached material as to present Government 
stocks of dairy products. As Mr. Reed indicated, they are high. In 
the case of cheese, it is something over 300 million pounds. In spite of 
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the fact that very material quantities of Government stocks have 
been utilized or disposed of through various giveaway programs, 
we still have on hand very large stocks of butter and cheese 
particularly. 

If the various actions which apparently were authorized were made 
effective, it could easily result in there being put out of business many 
manufacturers of various types of cheese and probably of other dairy 
products. 

I believe Dr. Sprague, in his testimony, took note of the fact that 
no casein practically is made in the United States at the present 
time. 

A number of years ago, that was not the case. The same thing 
could happen with reference to some other products. 

And vertainly the enactment of this law as it stands would add to 
the uncertainty of the dairy product business operation. 

For the past several years, the cheese industry particularly has 
been operating under administrative rulings which are susceptible of 
change at any time. There is no certainty that the import quotas now 
in effect will remain in effect and the possibility of reducing rates 
merely adds one more uncertainty to the business. 

Mr. Chairman, as I say, I don’t think it is necessary to go through 
this. The facts, it seems to me, are clear. 

The Cuarrman. Does that complete your statement ? 

Mr. Gaumnitz. Yes, sir. 

The Cuatrrman. We thank you for your appearance and the infor- 
mation you have given the committee. 

Any questions? Mr. Reed, of New York, will inquire. 

Mr. Reep. I just want to say that the trade agreement during its 
life has really not operated very much of the time, largely because 
the wars and disturbances abroad have acted as an embargo; is that 
right ¢ 

Mr. Gaumnitz. That is right. And then immediately following 
the war there were no products in most other countries. 

Actually, we were supplying some of the countries. Then, follow- 
ing that time, we had quotas. First we had them under section 104 
of the Defense Production Act, and then later under section 22. So 
that, really, as to these reduced rates, we do not know what would be 
the effect if we were operating under the rates that are now established. 
And I think it is misleading to other countries, as well as adding to the 
uncertainties as far as we are concerned. It is misleading to others to 
lead them to think that we are going to make certain moves. We 
don’t know even what the effect is under the present situation. 

Mr. Reep. That was a very interesting statement. I am very inter- 
ested, because I happen to represent a very large dairying section 
in New York. 

Mr. Gaumnitz. I appreciate that, sir. 

The Cuarrman. Mr. Mason, of Illinois, will inquire. 

Mr. Mason. The question has been raised here time and again: If 
there were a guaranty that section 22 of the Agriculture Act would 
not be affected by this bill, would the witness, whoever it happened to 
be, be in favor of the 3-year extension ? 

Mr. Gaumnirz. I think the 3-year extension under those conditions, 
and assuming reasonable administration of section 22 
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Mr. Mason. Well, here is the situation. There is nothing in the 
bill to guarantee it, and if something was put in the bill to guarantee it, 
the unsympathetic and the insensitive attitude of our present admin- 
istrators of this program, as shown in the results obtained from the 
escape clause and other things in the past, would not guarantee any- 
thing anyway. And so this guarantee business is just an illusion. 
That is all it is, under present administration practice. 

Mr. Gaumintz. Mr. Congressman, under our statement, we included 
one little half sentence, I believe, to say that it would be our sugges- 
tion, of course, that any legislation—and we had in mind particularly 
22—-should not only be specific but positive, so that there isn’t any 
optional action under it. 

At the present time, under 22, at the discretion of the administra- 
tion, many things may be done. 

Mr. Mason. The language covering the escape clause is quite spe- 
cific, but it has been misinterpreted, and certainly misadministered. 

Mr. Byrnes. Mr. Chairman ? 

The Cuatrman. Mr. Byrnes, of Wisconsin, will inquire. 

Mr. Byrnes. In your statement you brought up a very interesting 
point that I do not think has been brought to attention before, with 
reference to the Presidential authority therein granted to reduce items 
where the imports are coming in in excess quantity. 

I take it, it is your view that that should be amended so as to exclude 
those items against which there are quotas in existence at the time the 
agreement is entered into? 

Mr. Gaumnirz. Yes, sir. 

Mr. Byrnes. That is avery good point. 

That is all, Mr. Chairman. 

The CuairmMAN. Are there any further questions ? 

If not, we thank you for your appearance and the information given 
the committee. 

Mr. Gaumnitz. Thank you, Mr. Chairman. 

The Cuarrman. The next witness is Mr. Robert J. Remaley. 

Come forward, please, sir. Please give your name and address and 
the capacity in which you appear for the record. 


STATEMENT OF CHARLES M. FISTERE, ATTORNEY, WASHINGTON, 
D. C., APPEARING ON BEHALF OF THE AMERICAN DRY MILK 
INSTITUTE 


Mr. Fistere. Mr. Chairman and members of the committee, my 
name is Charles M. Fistere. Iam Washington attorney for the Amer- 
ican Dry Milk Institute, with offices at 1012 14th Street, in this city. 
I am here, Mr. Chairman, responding to Mr. Remaley’s name, because 
his father passed away day before yesterday and he is therefore unable 
to be in the city. 

I would simply ask at this point, Mr. Chairman, that Mr. Remaley’s 
statement, which has been deposited with the clerk of the committee, 
be inserted in the record at this point. It generally supports the 
testimony given by Dr. Gaumnitz and Mr. Reed and Mr. Norton. 

The CHairmMan. We regret Mr. Remaley’s bereavement, and without 
objection, your request is granted. 

Thank you, sir. 

Mr. Fisterr. Thank you. 
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(The prepared statement of Mr. Remaley follows :) 


STATEMENT OF Rosert J. REMALEY, AMERICAN DRy MILK INSTITUTE, BEFORE THE 
Ways AND MEANS COMMITTEE ON H. R. 1, 84TH CoNGRESsS, 1ST SESSION, 
FEBRUARY 4, 1955 


My name is Robert J. Remaley, director of research of the American Dry Milk 
Institute. I am appearing on behalf of the American Dry Milk Institute, which 
is a trade association of dry milk manufacturers, with headquarters at 221 
North La Salle Street, Chicago 1, Ill. We represent over 200 manufacturers of 
nonfat dry milk solids, dry whole milk, and dry buttermilk solids. Our members 
are both dairy farmer cooperatives and proprietary companies. 


SECTION 22 MUST BE PRESERVED 


We direct our statement to section 3 (a) of H. R. 1 with particular reference 
to that portion of section 3 (a) which proposes amendments to section 350 of 
the Tariff Act of 1930, as amended. Specifically, we are concerned with the 
broadened scope of the authority conferred on the President by the new para- 
graphs 350 (a) (1) (A) and 350 (a) (1) (B). 

As we interpret the language of these new paragraphs, it would permit the 
President to completely disregard existing legislation in order “to carry out any 
foreign trade agreement that the President has entered into” under the authority 
of H. R. 1. Specifically, we believe that even the rather meager protection 
afforded products under present support purchase programs by section 22 of the 
Agricultural Adjustment Act (1933), as reenacted and amended, can be entirely 
disregarded. 

The American Dry Milk Institute has manifested a continued interest in the 
problem of safeguarding the American dairy industry through reasonable limita- 
tion of imports as is evidenced by our appearance before this committee in 1953 
when we recommended strengthening section 22; before the Banking and Cur- 
rency Committee in defense of section 104 of the Defense Production Act; before 
the Agriculture Committee of the House of Representatives and the Agriculture 
and Forestry Committee of the Senate on bills being considered by them relating 
to import controls; and before the Tariff Commission in May 1953, when we 
presented data substantiating the conclusion that the unrestricted importation 
of the dry products of milk substantially interfered with the support purchase 
program of the Department of Agriculture. 


IMPORTS INCREASE SUPPORT PURCHASES 


Our position is based on the proposition that so long as the Government oper- 
ates a price support program whereby it purchases the manufactured products 
of milk to support the producer price of 100 pounds of raw milk, that the 
importation of the dry products of milk can only result in the purchase by the 
Government of increased amounts of domestically produced products. Dry 
whole milk contains butterfat (26 percent) and nonfat solids. Dry buttermilk 
solids likewise contain butterfat (7 to 138 percent) and nonfat solids. 
Nonfat dry milk solids is dried separated milk and the finished product has less 
than 1.25 percent fat. These dry milk products are used by the baker, the 
confectioner, the ice cream manufacturer, or any other food processor requiring 
nonfat solids and butterfat, just as satisfactorily as the fluid or condensed 
products. Hence, each pound of nonfat dry milk solids imported offsets a pound 
of domestic nonfat dry milk solids which immediately becomes surplus, and 
every 10 pounds of dry whole milk (26 percent butterfat) imported represents 
approximately 3 pounds of butter and 7 pounds of nonfat dry milk of domestic 
production which have lost their markets. 


AMENDMENT NEEDED 


We are of the firm conviction that the Congress of the United States does 
not desire to work undue hardships upon the dairy farmer and the dry milk 
industry by permitting unrestricted importation of the dry products of milk, 
thereby depriving them of their normal market. We are further convinced 
that Congress does not desire to increase the taxpayers’ burden through the 
purchase of surplus domestic production which could have been absorbed by 
our own economy except for imports. We therefore respectfully submit to this 
committee that section 8 (a) of H. R. 1 be amended so that the proposed new 
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language of section 350 (a) (1) (B) include a provision which will restrict 
the importation of products under a support purchase program when such 
products are in surplus as evidenced by stocks owned by the Commodity Credit 
Corporation. 

JUSTIFICATION 


In substantiation of our contention that unrestricted imports of the dry prod- 
ucts of milk will work hardships and will increase the burden of our taxpayers, 
we wish to recall our testimony of May 7, 1953, before your distinguished com- 
mittee in which we showed the effect of unrestricted imports of dry whole milk 
and dry buttermilk solids upon our industry. During the period 1950 to 1952 
dry whole milk imports increased from 24,500 pounds to 37,000,000 pounds and 
dry buttermilk solids imports increased from 539,000 pounds to 12,500,000 pounds 
(imports of nonfat dry milk solids were completely restricted under section 104 
at that time). The importation of these quantities of dry milk products had 
the same effect on our economy as the importation of 38,200,000 pounds of nonfat 
dry milk solids and 13,000,000 pounds of butter. During this same period our 
domestic production of dry whole milk dropped 32,500,000 pounds in 1952 from 
1951. These importations plus the drop in production of dry whole milk repre- 
sented a total of approximately 61,000,000 pounds of nonfat dry milk solids and 
23,700,000 pounds of butter which became surplus commodities on the Americati 
market. 

On December 30, 1952, the Secretary of Agriculture under section 104 estab- 
lished quotas for the importation of dry milk products and on April 1, 1953, 
they were completely restricted. When section 104 was not reenacted, the Sec- 
retary referred the problem to the Tariff Commission under section 22. Based 
on testimony of ourselves and others, the Tariff Commission recommended to 
the President under section 22 that importation of dry milk products be restricted. 
On June 8, 1953, the President issued a proclamation restricting the annual 
importation of dry whole milk to 7,000 pounds, dry buttermilk solids to 496,000 
pounds, nonfat dry milk solids to 1,807,000 pounds, and dry cream to 500 pounds. 
As a result we have not had any recent experience with unrestricted imports. 
However, the potential is clear. 

* 


IMPORT POTENTIAL 


The major foreign producers and exporters of dry milk products are Canada, 
Sweden, Belgium, New Zealand, the Netherlands, and Australia. The combined 
production of these countries in 1953, which is the latest year for which we have 
complete data, is 441,000,000 pounds of dry milk products, of which they exported 
approximately 50 percent. We have no evidence which would lead us to suspect 
that the amount of export dry milk products available from foreign countries 
has decreased. Hence, it is obvious that unless there are restrictions these 
products will be sold in the highest price market which is the United States. 


INDUSTRY FACTS 


The production of our industry necessarily reflects the vagaries of milk pro- 
duction. When more milk comes into our plants, it must be separated and 
dried. We have no alternative. We are fortunate that we had the equipment 
to dry and preserve this fine food product. During the unusually abundant milk 
production in 1953 and 1954 our industry produced more dry products of milk 
than at any time in our history. As a result, the Department of Agriculture 
purchased excessive amounts of nonfat dry milk solids during these years. 
Except for the programs of selling to the animal feed industry and the present 
programs under Public Law 480, which the American Dry Milk Institute 
supported, we estimate that the stocks of the Commodity Credit Corporation 
would have been in excess of 1,200 million pounds instead of the 92 million 
pounds presently held. In 1955 we believe that the total milk production will 
not be any greater and may probably be less than 1954. Any decrease in pro- 
duction of fluid milk results in a much greater percentage decrease in the 
production of nonfat dry milk solids. 

During 1954, as a result of research by members of our industry and by the 
institute, we have opened new potentials to our markets. One of these develop 
ments is a new process for making bread which will enable the baker to produce 
better bread containing 6 percent nonfat dry milk solids cheaper than he can pro- 
duce bread presently using 4 percent nonfat dry milk solids. Eight installations 
are currently in use or being installed. More are on order. It is estimated that 
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this will increase our potential in that market over 200 million pounds. I mention 
this matter gentlemen, to make you aware that ours is a progressive industry 
which is finding and will continue to seek new outlets for our products. 


CONCLUSION 


If the industry is not handicapped by unrestricted imports, it is believed that 
the stabilization of milk production, which is expected, and increased domestic 
use of the dry products of milk for which the industry is striving, will tend to re- 
duce the surplus stocks and bring our industry closer to a balance in 1955. 

On the other hand, we submit that unrestricted imports of the dry products 
of milk will result in undue hardships on the American dairy farmer, the Ameri- 
can dairy industry, and American taxpayer. The question before Congress is, 
whether the profitable markets here should be provided to foreign producers at 
the expense of the American dairy farmer, and taxpayer. 

The Cuatrman. The next witness is Mr. Karl D. Loos. 

Allright, Mr. Loos. You have been here many times. Please follow 
the usual custom and give your name and address and the capacity in 
which you appear for the record. 


STATEMENT OF KARL D. LOOS, OF WASHINGTON, D. C., IN BEHALF 
OF THE CALIFORNIA ALMOND GROWERS EXCHANGE, THE CALI- 
FORNIA WALNUT GROWERS ASSOCIATION, THE NORTHWEST 
NUT GROWERS, THE OREGON FILBERT COMMISSION, AND THE 
SUNKIST GROWERS, INC. 


Mr. Loos. Mr. Chairman, I am Karl D. Loos, of Washington, D. C.; 
I do not have a written statement, but I would like to comment on 
two provisions of the bill and give an illustration with respect to one 
commodity, mentioning the commodity merely by way of illustration. 

The first provision to which I wish to call attention is the one which 
has already been discussed by Mr. Reed and Mr. Breckinridge and 
probably by other witnesses. I will try not to repeat anything that 
they have said. That is the provision on page 3, which, in effect, says 
that no provision of any trade agreement shall be put into effect in- 
consistent with existing law, but contains that exception which says, 
“except as authorized by subparagraph (B) of this paragraph.” 

Now, the analyst who prepared this printed statement of a section 
by section analysis of the bill, at page 9, says this, as to subparagraph 
(B), which npaens on lines 9 to 16 of page 3: “Subparagraph (B), 
authorizing the carrying out of trade agreements by proclamation, 
makes no change in existing law.” 

It is quite true that these words in lines 9 to 16, that constitute para- 
graph (B) are the identical language that is employed in the present 
law. But immediately preceding is that clause “except as authorized 
by subparagraph (B), no provision shall be inconsistent with existing 
law,” which is a clear implication that anything done pursuant to 
paragraph (B) by proclamation may be done without regard to 
existing law. 

There may be some question as to whether that was the intention of 
the draftsmen of this bill, but certainly that is what they have said. 
And if that is not the intention, to give the President carte blanche 
authority to do anything, without regard to existing law, so long as 
he does it by proclamation pursuant to a trade agreement—if that is 
not the intention, then certainly the language ought to be changed. 

The language as it exists is just about as dose to granting a power 
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of a dictatorship as it could be, because all the President has to do 
other than what would have to be done if he had complete dictatorial 
power is to get some foreign nation to make a trade agreement with 
him authorizing what he wants to do. 

And certainly when the subject matter is giving away American 
markets to foreign producers, it is going to be easy enough to get a 
foreign country to agree with him. 

If that is not the intention—and I don’t believe it was the intention, 
because, as Mr. Breckinridge quoted from this same analysis, the 
statement was made that an attempt was being made to protect sec- 
tion 22—then the exception which Mr. Breckinridge suggested, and 
with which I agree, should be inserted there, in lines 4 and 5, in lieu 
of the “except as authorized by subparagraph (B) of this paragraph,” 
except with respect to changes in the rate or amount of customs duties 
within the limits authorized by this act. 

The point of that is that it has been suggested that the reason this 
exception was put in was because if you changed a duty in existing 
law, then that change of duty was inconsistent with existing law. 
Of course, that is the whole purpose of the law, to permit changes 
in duty. 

Now, the draftsmen said, “Well, we have blocked ourselves here, 
because we say no provision shall be given effect inconsistent with 
existing law.” Well, if all you want to do is unblock yourself so that 
you can reduce duties or change duties, then that is the extent to which 
the exception ought to be limited. There is no point in giving world- 
wide exception that permits him to do anything inconsistent with 
existing law. 

And so I submit to the committee that it is quite important that 
that point be clarified, and we think it should be clarified in that man- 
ner and not by an attempt to define the words “existing duties and 
other import restrictions” as they appear in lines 9 and 10. 

I noted in the President’s message that accompanied this bill a state- 
ment near the end of the message that reads as follows: 


If they are to be successful, 
referring to agricultural programs— 


programs designed to promote the prosperity of agriculture should be consist- 
ent with our foreign economic program. We must take due account of the effect 
of any agricultural program on our foreign economic relations to assure that 
it contributes to the development of healthy expanding foreign markets over 
the years. 

While that is a desirable objective, healthy expanding foreign mar- 
kets, still I submit that the President’s statement in this message would 
indicate a belief that agricultural programs and agricultural policies 
should be subordinated to foreign aid programs and foreign economic 
policy. 

Now, I think, and I submit, that that should not be done. And I 
am quite aware that in that I have much good company, including 
the distinguished chairman of this committee, who, in his separate 
expressions in the so-called Randall Commission report, has taken a 
tirm position that our domestic agricultural program should not be 
subordinated to our foreign trade policy without full and careful con- 
sideration, with proper emphasis being given to our domestic farm 
economy and its impact on our overall national economy. And that 
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last statement was a quotation from the chairman’s separate expres- 
sion in the Randall Commission report. 

Why do we fear this possibility or probability of subordination of 
our agricultural programs to foreign trade? 

Let me give you this illustration—just by way of illustration, be- 
cause I don’t want to talk about any particular commodity as a com- 
modity. But I mention this because in the pending negotiations with 
Japan there is listed on the sacrificial list of commodities considered 
for reduction of duties, shelled walnuts. Now, walnuts are grown only 
in the States of California and Oregon and Washington commercially, 
and ever since 1934 the walnuts have been under a marketing order 
program, under the Marketing Agreements Act of 1937 originally 
enacted as a part of the Agricultural Adjustment Act of 1933. 

There has been a continuous marketing order program there, and 
the purpose of that marketing order program is to take off of the do- 
mestic market a part of the domestic supply when it is in surplus. 

Now, when you do that, you improve the price. But if, when you 
do that, you simply open up the door and let imports come in and 
take the place of the domestic products you have taken off, you are 
interfering with the domestic agricultural program, and not only in- 
terfering with it but practically destroying it. 

In addition to the regulation of marketing in this manner, there are 
programs under section 32 which are supplemental programs and 
afford an opportunity to pay benefits to assist in taking off and divert- 
ing this surplus. And those programs have been operating in walnuts. 
And just to illustrate: 

In 1949 and 1950, there was one of these supplemental section 32 
programs to take off 8 million pounds of walnut kernels at a cost of 
over $3 million. But in that same year, there were 6% million 
pounds of shell walnuts imported. And a few years later, in the 
1952-53 season, there were 3% million pounds of walnut kernels 
diverted at a cost of 1 million dollars, but 7 million pounds of imported 
walnuts were permitted tocome in. Now, that just doesn’t make sense. 

And here, today, in this last year, we are faced with a proposition 
that over 7 million pounds of walnuts have come in, an importa- 
tion which the Department of Agriculture refers to in its report 
on the walnut import situation, under date of November 19, 1954, in 
which it says that the United States imports of shelled walnuts for 
the past year were 3 percent higher than the previous year, the 
highest level of imports in 23 years. And yet we come along in this 
Japanese Trade Agreement negotiation and propose to put shelled 
walnuts on the sacrificial list to encourage and increase the severity 
of import competition, when we already have, under present rates, 
the highest imports in 23 years, and when we have walnuts under a 
marketing order program which has as its purpose taking off the 
excess domestic surplus. 

Why, under such conditions, should the severity of import com- 
petition be increased ? 

It is just incredible to us that things like that can happen. And 
they couldn’t happen unless agricultural programs were being subordi- 
nated to the foreign trade programs. 

And I submit that before an extension of 3 years is made, there 


ought to be some further safeguards put into this legislation to prevent 
that kind of a thing happening. 
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France is one of the principal producers of walnuts, and the United 
States is an even larger producer. Both are large producers. We 
import many walnuts from France. France won’t permit any Ameri- 
can walnuts to be imported into France. You couldn’t possibly get 
a license or exchange to import walnuts into France. Why, with 
that condition, should we say we are going to encourage importation 
of walnuts and increase its severity ¢ 

Now, I am not trying to sell the committee on walnuts today. I 
am just mentioning that as an illustration. But I do submit that 
we ones here a very fundamental principle and a very important 
principle, important to agriculture and important to the whole na- 
tional economy, whether under the trade agreement legislation agri- 
cultural programs are to be subordinated to foreign trade programs, 
and whether the American agricultural producer is to be made to 
suffer to help the foreign agricultural producer. And I submit that 
the American agricultural producer should have the first attention 
and the first sympathy of this committee and of the Congress. 

I don’t believe for a minute that the Department of Agriculture 
ever approved putting walnuts on this sacrificial list in these Jap- 
anese trade agreement negotiations. But why are they on there? 
Because some other people, some other department of the Govern- 
ment, is determining these policies which ought to be determined by the 
Department of Agriculture. And I say it is a frightening thing 
when things like this happen. 

The CHarrman. Does that complete your statement ? 

Mr. Loos. No, sir. I have one other provision I want to refer to, 
and that is section 5 of the bill, page 11, the item which says that 
the President may reduce the duties without regard to trade agree- 
ments when imports are coming into the United States “in negligible 
quantities.” 

Now, what is a negligible quantity? That is a great uncertainty. 
If a provision like this is to be contained in the bill, it ought to be 
more definite and more certain. 

In the first place, I don’t think it ought to be in there at all, but if 
it is to be in there, it certainly ought to be more definite and more 
certain. And it should be remembered that in many commodities 
that move in large volume, a surplus of only a few percent, 5 percent 
or less, can depress the price and destroy the objective of a program 
which may be conducted, such as the price support program or mar- 
keting order program, to try to improve the American growers’ 
position. 

Second, there is another strong objection to this provision, and 
that is that the importation in negligible quantity may be due simply 
to the fact, as Mr. Gaumnitz suggested, of the existence of a quota or 
some other restriction, or it may be due to the fact that the duty is 
really effective. 

Now, if the duty is really effective, then imports will come in in 
negligible quantities. Does this mean that every time there is a duty 
that is really effective, just because it is effective the President is to be 
authorized to reduce it so that it will be ineffective ? 

If that is the intent, it simply means that eventually, if this power 
is granted, and carried out, we will have every effective duty reduced 
to an ineffective basis, so that we won’t have any effective duties in our 
statute any more. 


67600—55—pt. 2——60 
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That completes my statement, Mr. Chairman. 

The Cuarrman. We thank you for your appearance and the in- 
formation given the committee. 

Any questions ? 

Mr. Byrnes. I have one question, Mr. Chairman. 

The Cuarrman. Mr. Byrnes of Wisconsin will inquire. 

Mr. Byrnes. Well, now, you are familiar, Mr. Loos, with the opera- 
tions in the Department of Agriculture, and also with the Committee 
on Reciproeity Information. Does not the Department of Agriculture 
have a representative on the CRI? 

Mr. Loos. Yes, sir; it does. 

Mr. Byrnes. All right. Now isn’t it the CRI that makes up 
this list of articles to be negotiated ? 

Mr. Loos. Well, Mr. Byrnes, I think that was made clear in these 
last hearings on the Japanese trade agreement negotiations. For the 
first time, I saw in public print a statement in the announcement by 
the Committee for Reciprocity Information that the members of the 
Committee for Reciprocity Information were the same individuals 
who are members of the Inter-Departmental Trade Agreements Com- 
mittee. And it is the Inter-Departmental Trade Agreements Com- 
mittee that makes all these determinations, on which the Department 
of Agriculture does have a representative, but he has only 1 vote out 
of 8 or 9. And it has been my experience that the recommendations 
of the Department of Agriculture representative on that committee, 
even on agricultural matters, are frequently ignored or overruled. 

Mr. Byrnes. As to this walnut case that you give, it just seems to 
be a preposterous situation to me, where the Department of Agricul- 
ture is carrying on a program. How much did the Department of 
Agriculture spend to assist the walnut growers? 

Mr. Loos. They spent a total of $13 million since 1934 in connection 
with that program, Mr. Byrnes. 

Mr. Byrnes. Yes; of the people’s funds, to try and assist this in- 
dustry. And it has a member on the Committee on Reciprocity In- 
formation and the Inter-Departmental Committee, and yet the com- 
mittee with that kind of representation goes out and lists this particu- 
lar item for further reductions under the Trade Agreement Act. 

I just can’t understand it at all. 

Mr. Loos. I can’t, either. I think you have got the right word. It 
is preposterous. 

The Cuatrman. Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Sowrson. Of course, I will say to my colleague that maybe we 
are spending many more millions under Mr. Stassen’s program to 
build up the walnut groves somewhere else in the world, and we have 
to provide a market here for those products, so we cut the duty. 

We are doing that with respect to factories, are we not ? 

Mr. Loos. Yes, sir; we certainly are. 

Mr. Simpson. We are building factories abroad with Federal 
money. 

Mr. Loos. It just means that the American grower of agricultural 
commodities is being subordinated. 

Mr. Srupson. We have a new one here on page 5 of the bill, where 
it says that in order to carry out foreign trade agreements to which 
Japan may be a member, we are allowed to make a cut in tariff to 
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some other country, other than Japan, provided that will open up 
a market for Japan with the other country. 

Mr. Loos. And walnuts is an example of that. Japan doesn’t grow 
any walnuts. Whatever walnuts have been imported from Japan 
originate in Communist China. Now, the reason walnuts were put 
into this sacrificial list, in my opinion, was to get France or Turkey to 
make concessions in favor of Japan, and the United States would make 
a concession by reducing the duties on walnuts. 

Mr. Srupson. It is pretty evident to me that no one knows what 
is in this bill, and whoever wrote that sentence that you referred to 
first, to the effect that subparagraph (B) simply authorizes the carry- 
ing out of existing law, was not very much of a student of it. 

Mr. Benson has said that he is worried about whether or not they 
would permit us to throw out section 22. 

Mr. Loos. Yes, sir. I heard him say that. 

Mr. Srwpson. And yet somebody just writes that there is no change 
in the law, and we are expected to accept that. 

Mr. Loos. I hope you won't. 

Mr. Simpson. Well, I have tried to get Mr. Randall, who is the 
great expert on this matter, and presumably wrote this bill. He is 
not eager to come up and testify and tell us what is in it, and nobody 
else has told us. 

Mr. Loos. Mr. Simpson, I think the committee should write this 
bill, and I think they can do a much better job than has been done by 
the draftsmen of this bill. 

Mr. Suwpson. There is no doubt about that, and under the leader- 
ship of our new chairman, I hope we do just that. Because he can 
do it. 

Thank you, sir. 

Mr. Reep. A very nice statement, sir. 

Mr. Kine (presiding). You may be excused, Mr. Loos. Thank 
you for giving the committee the benefit of your views. 

(The following letter was submitted for the record :) 

Biock Bros., INc., 
Nashville 2, Tenn., January 26, 1955. 
Hon. H. JERE Cooper, 


House Office Building, 
Washington, D. C. 


DEAR CONGRESSMAN: It is our understanding that the State Department has 
asked Congress for new sweeping powers regarding tariff cuts in House bill 
H. R. 1. 

Among the items on which reduced tariffs are sought, we note that foreign 
walnuts are included. 

You might remember that the State of Tennessee, and Nashville especially, 
has become the black walnut capital of the country, providing much needed 
revenue to thousands of our farmers and sustained employment to many workers. 
We understand that it is the intent of the present Congress to raise the statutory 
minimum wage to 90 cents per hour; and the thought occurs to us that this is 
cretainly not compatible with tariff cuts effecting commodities that are pro- 
duced by labor in foreign countries that receive less than 90 cents per day. 

As you know, the farmer especially in Tennessee has been hard hit by drought ; 
and the walnut crop definitely provided much extra money at a time when the 
farmer need help. You can readily see the disastrous effect a tariff cut would 
have by allowing the importation of cheaply produced foreign nuts. 
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We would greatly appreciate receiving your views on this issue and any help 
that you can give. 
With kindest personal regards, we remain, 
Yours very truly, 
J. L. ‘Cox, 
Brock Bros., INc. 


Mr. Krne. I observe our distinguished colleague, Mrs. Rogers, in 
the audience. 
Will you come forward, Mrs. Rogers? 


STATEMENT OF HON. EDITH NOURSE ROGERS, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MASSACHUSETTS 


Mrs. Rogers. Thank you, Mr. Chairman. And instead of making 
a statement, as I planned to do, I ask your indulgence and request that 
I may file a statement at a later day and include a letter that 1 wrote to 
the President of the United States regarding H. R. 1 and the reduction 
of tariffs. 

Mr. Kine. Without objection, we will be pleased to do that, Mrs. 
Rogers. 

(The material referred to follows :) 


Howse OF REPRESENTATIVES, 
Washington, D. C., February 8, 1955. 
Hon. Dwiacut D. EtsENHOWER, 

President of the United States, 

Washington 25, D.C. 


Dear Mr. Prestpent: You will recall that in December you very graciously 
granted me some of your time for a conference on the subject of adequate tariff 
protection of the textile industry. I am deeply grateful to you for the sym- 
pathetic attention you gave me at that time. Since then, I have been in touch 
with your offices regarding various phases of this vital problem, upon which I 
have been working for some time. In this connection, I recently appeared before 
the United States Tariff Commission and the Committee for Reciprocity Informa- 
tion. My purpose in writing to you now is to respectfully recommend certain 
specific actions which [I consider absolutely essential to the welfare of the textile 
industry as well as to our healthy economy and strong national defense. 

The textile industry is one of the most important industries in New England. 
Over 16 percent of the people employed in New England manufacturing industries 
are directly employed in textiles, as the loss of a textile job in a community may 
mean the loss of one additional job when the worker and his dependents cut their 
purchases from the grocer, the druggist, the department store, and the profes- 
sions. Thus, 1 in every 6 jobs in New England is directly or indirectly dependent 
on the welfare of the textile industry. 

But the textile industry is not only essential to New England but is of great im- 
portance to the national economy, the total industry employing approximately 
1% million workers, having an annual gross product value of $12 billions, and 
paying taxes of $14 billion annually. 

Maintenance of a domestic textile industry is vital to our national security. 
During the war years 1942-45, over 50 percent of the production of cotton broad- 
woven goods in the United States went to the armed services, and in the woolen 
industry during the peak production years of 1942-43, the same percentage of 
domestic production went to the armed services. Thus, any injury to the textile 
industry through tariff reduction could jeopardize national security. 

The outstanding characteristic of the textile industry is its highly competitive 
nature with the resulting low free market price of textiles to the consumer. The 
industry is not making profits at the expense of the consumer under the protec- 
tion of the present tariff. Uncontrolled competition from low-wage foreign 
producers can seriously damage the New England textile industry, the New 
England economy, and the national textile industry. In competition with foreign 
producers, the wage differential varies between 200 and 1,400 percent. As a 
result, textile products have been entering the United States, duty paid, at prices 
substantially below those of domestic producers. 
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Siace the inception of the textile industry, the Government has provided pro- 
tection against foreign producers through the medium of the tariff. Under these 
conditions the industry has grown and developed a scale of wages commensurate 
with the American standard of living. Through reciprocal trade agreements dur- 
ing the last 20 years there have been large reductions in tariff rates on textiles. 
Any further reduction would be injurious to the industry and to New England. 
Under present tariff rates, textile products are being imported in increasing 
quantities while domestic industry suffers from unemployment. The decline in 
employment in New England textile mills during the past 4 years has left a 
serious unemployment problem. My daily mail graphically reflects this situation. 

In view of the foregoing reasons, I believe any further reductions in tariffs 
on textiles would be unjustifiable. Therefore, I most respectfully and strongly 
urge that you recommend to the Congress that the textile industry be excluded 
from the provisions of H. R. 1, and that you also take appropriate action to remove 
textiles from all consideration in the forthcoming tariff negotiations with the 
Japanese Government. 

Very respectfully yours, 
YpITH Nourse Rogers, Member of Congress. 

Mrs. Rogers. I appreciate that very much. Of course, the reduc- 
tion of tariffs in our textile industry, both wool and cotton, would mean 
creat disaster to the industries. 

Mr. Kine. I take it, then, that your statement will be in opposition 
to the passage of this bill. 

Mrs. Rocers. To the reduction, yes: in certain instances, certainly. 

Thank you very much. 

Mr. Kina. Mr. Maule, please. 


STATEMENTS OF WALTER W. MAULE, SECRETARY, MUSHROOM 
GROWERS COOPERATIVE ASSOCIATION, KENNETT SQUARE, PA., 
AND J. B. PARK, PRESIDENT, CULTIVATED MUSHROOM INSTI- 
TUTE OF AMERICA, KENNETT SQUARE, PA. 


Mr. Mavte. Mr. Chairman, Mr. Park follows me. We are associ- 
ated in the same industry, and it might be preferable for each of us to 
present our statements and then be subjected to questioning following, 
if that meets with your approval. 

Mr. Kine. Very well. Will you both identify yourselves properly, 
for the record ? 

Mr. Mavute. My name is Walter W. Maule, Kennett Square, Pa., 
secretary of the Mushroom Growers Cooperative Association. 

Mr. Park. I am J. B. Park of the Cultivated Mushroom Institute 
of America, also a mushroom grower and canner. My firm is Brandy- 
wine Mushroom Corporation, West Chester, Pa. 

Mr. Kine. You may proceed, Mr. Maule. 

Mr. Mavis. Mr. Chairman and gentlemen of the committee: The 
United States mushroom industry views with great apprehension the 
adverse effect of passage of H. R. 1, unless it is drastically amended. 
Our industry is very sensitive to the impact of importations of mush- 
rooms in canned and dried form. We are especially conscious of the 
workings of the Reciprocal Trade Treaty Act—because on three occa- 
sions beginning in 1935, the subject of rate of duty on canned mush- 
rooms has been considered. Despite our factual presentation, in briefs 
and by appearances before the Committee for Reciprocity Informa- 
tion, opposing concessions, this agency has thrice reduced the rate to a 
point which has permitted canned imports, at drastically low prices, 
to throw our industry into its present chaotic state. 





2310 TRADE AGREEMENTS EXTENSION 


So far as we know, the Reciprocal Trade Treaty Act has been ap- 
plied more frequently and more disastrously to the domestic canned 
mushroom industry than to any other segment of American economy. 
The duty now in effect is less than half that contained in the 1922 act; 
yet, adoption of the proposals of H. R. 1 would permit additional re- 
ductions of 5 percent a year for each of the next 3 years. 

The tariff reductions on canned mushrooms, made in 1936 and 1948, 
came during periods of worldwide economic dislocations, and the 
effect on the United States canned mushroom industry, while serious, 
was not as disastrous as the reduction made in 1951. The latest reduc- 
tion carried with it the accumulated previous reductions and brought 
the rate down to the lowest permitted under the act of 1945. It should 
be borne in mind that the economy of the United States was geared 
to supplying the needs of a large part of the world for many years 
following the end of World War II. A considerable part. of this aid 
went to France, which country is the main source of canned mush- 
rooms being imported into the United States. 

We recognize that H. R. 1 does not deal with rates of duty on specific 
commodities; but that it provides for a 3-year extension of the Trade 
Treaty Act, and for still further tariff reductions, as well as granting 
Executive authority over foreign trade far beyond that previously 
granted by the Congress to the Executive Department. 

We submit that a 3-year extension of the act is unjustified under 
today’s unsettled conditions. Due to the rapid recovery of the econ- 
omy of the many countries who received postwar aid from the United 
States, the tariff reductions already made have not been thoroughly 
tested as to their effect on our economy. Many United States pro- 
ducers have been adversely affected. The mushroom growers an< 
canners are among those most seriously damaged. The damaging 
effect on this branch of agriculture became acute in early 1954 and is 
steadily becoming more devastating. 

Before additional concessions are made possible through enabling 
amendments to the act, there should be a complete review of the effects 
of the concessions already granted. This is especially desirable in 
the light of an increasing part of international trade being made up 
of peacetime goods. In many instances, goods similar to those being 
offered by foreign exporters are already being produced in the United 
States in more than sufficient volume to take care of domestic needs: 
yet, they are coming in at drastically low prices and causing loss of 
employment in many areas. 

We know, all too well, the damage to the domestic mushroom indus- 
try caused by the three-time lowering of the tariff on canned mush- 
rooms. Under a protective tariff and later due to foreign economic 
dislocations of World War IJ, our branch of agriculture has expanded 
to the extent that mushroom production is fully adequate for domestic 
needs and offered at prices fair to the consumer. However, low- 
priced imports have displaced domestic canned mushrooms to such an 
extent that, since early 1954, there has been a surplus resulting in a 
drastic price decline, which has been reflected in a market for the 
farmer substantially below cost. of production. 

We wish to inform the committee that the American mushroom in- 
dustry represents an investment of over $50 million; that it gives em- 
ployment to about 15,000 persons who work in the industry in more 
than 20 States. Mushroom growers and canners are not beneficiaries 
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of any of the price support or surplus removal programs of the gov- 
ernment. Such being the case, an adequate tariff is mand: itory to pro- 
tect the investment and jobs of those produci ing America’s mushrooms. 

To insure this protection, we urge upon the Committee on Ways and 
Means the preparation of a bill amending the Trade Agreements Act, 
so that Congress will recapture its constitutional rights. 

From experience we know that tariff relief from low-cost importa- 
tions cannot be expected from the Committee for Reciprocity Infor- 
mation, nor from the group constituting the General Agreements on 

Variffs and Trade, in which the United States has but 1 vote among 
the 34 nations constituting GATT. 

We suggest that the Tariff Commission be empowered to make 
factual findings of fair rates of duty on specific commodities and that 
the Congress then adopt or reject their recommendations. 

This statement is respectfully submitted on behalf of the mushroom 
growers of the United States, more than half of whom (on a volume 
basis) are members of Mushroom Growers Cooperative Association. 

Mr. Chairman, in addition to the direct statement, there is an ap- 
pendix on page 4 that I wish to have incorporated in my statement. 

The Cuarrman. Without objection, it is so ordered. 

(The material referred to follows:) 


APPENDIX 
Canned Mushroom Tariff Rates 


1922 act 45 percent ad valorem. 

1930 act 45 percent ad valorem plus 10 cents per pound. 
1936 trade agreement 25 percent ad valorem plus 8 cents per pound. 
1948 G 15 percent ad valorem plus 5 cents per pound. 
1062 Game --. 12% percent ad valorem plus 4 cents per pound. 


Imports of Canned Mushrooms 


All countries France only 


Value per 


: Value per 
pounc 


> . Yollars | 
Pounds | Dollars | pound 


Pounds Dollars 





we — ~ - — —- —— 


1950... _. bis ae cad 337,037 | 200,285 | 0.59425 | 261,629 | 144,972 | 0. 544 
1951 : | 432,951 256, 973 59354 | 363, 898 204, 130 5609 


1952_.._. Bsa 955, 070 | 570, 261 . 59708 788, 027 429, 802 . 5454 
WE tei in ati teal | 1,718,319 959, 444 | . 5583 1, 579, 713 841, 652 | . 5327 
1954 1___- ‘ ot ; 2,389,936 | 1, 267, 538 . 53036 | 2,314, 080 , 214, 022 . 5246 


| 


! First 11 months only period tabulated by Robeson of Commerce at January 27, 1955. 
In 1953, 92 percent of canned mushroom imports were from France; 1954 (first 11 months) 97 percent of 
canned mushrooms imported were from France. 


Source: U. 8. Department of Commerce and U. 8. Tariff Commission. Values per pound calculated 
from Raven statistics. 


Mr. Mavutx. Thank you. 

The CuarrmMan. Does that complete your statement ? 

Mr. Mavute. Yes, my direct statement. 

The Cuarrman. We thank you for your appearance and the in- 
formation given the committee. 

Any questions? 

Mr. Suupson. Yes, Mr. Chairman. 

The Cuarrman. Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Simpson. Mr. Chairman, I will defer my questions until Mr. 
Park has made his statement. 
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Mr. Mavute. You were momentarily absent, Mr. Chairman, when 
we started. Mr. Park was to be permitted to present his statement, 
and then we will both be available for questioning. 

The Cuarrman. All right, Mr. Park. You may proceed. 

Mr. Park. I am here to tell you about the current disaster forced 
upon us by the present Reciprocal Trade Treaty Act. I want you 
to know of the present intolerable economic discrimination against 
us, caused by the operation of this same act. I am here to inform 
you of the ruinous condition that we are in right now, not something 
that is going to happen, we are up against it every day, right now. 

The mushroom industry is small by comparison with some of our 
giant corporations, but very substantial when compared to small busi- 
ness generally. Our industry is typical of the many others which 
require a great quantity of hand labor. It is impossible to mechanize 
very much either in growing or processing. 

Our industry is not a ceabaindl eine nor is it inefficient. It is worthy 
to exist. Our workers and owners are not substandard or second- 
rate people. ‘They are first-class citizens in every respect. They are 
entitled to all the rights and privileges enjoyed by any other citizens. 
Yet, these fine people, under present reciprocal trade are the victims 
of vicious economic discrimination. 

Let me give you our present market picture. Mushrooms, as you 
know, are an agricultural commodity. Surely a fair method to de- 
termine value for such commodities is to calculate the parity price. 
Since the price of mushrooms has never been supported, a parity price 
has never been officially prepared for them. However, when a parity 
price is calculated by the formula in use by the Department of Agri- 
culture, the current parity price would be 44 cents per pound. I 
repeat, the current parity price would be 44 cents per pound. 

Of those commodities supported, the lowest support level, I believe, 
is on dairy products. These are supported at 75 cents of parity. Let 
us apply only this lowest of supports to mushrooms, and we come up 
with 75 percent of 44 cents or 33 cents per pound. I repeat, 33 cents 
per pound. 

Now, what price is our mushroom grower receiving today? Be- 
cause of the great and increasing flood of cheaper imported canned 
mushrooms, mostly from France, our growers are receiving 23 cents 
per pound. Let me repeat all of these figures. Parity is 44 cents— 
(5 percent of parity is 33 cents—actual market is 23 cents or little 
more than one-half of the fair value, as the Government itself would 
compute it. Do you gentlemen realize what this price of 23 cents 
means tous? I will make a few comparisons to illustrate. 

The Government edict which forces our people to sell for 23 cents 
would, if applied to a Hershey bar, force it to be sold for 3 cents; 
if applied to a Ford automobile would force it to be sold for $800, or 
if applied to a Phillies cigar, would force it to be sold for that nostalgic 
5 cents. You will agree, of course, that such prices as these are im- 
possible, unthinkable and ridiculous. The automobile industry, if 
faced with the reality of forced selling of a car for $800 would quickly 
lose its enthusiasm for free trade. 

Why, may I ask you, should our people be forced into such a 
terrible economic position, while others ride the high tide of economic 
freedom and prosperity ? 
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I have told you that we use much hand labor. A proposal is before 
the Congress to increase the minimum rate of wages, and the recom- 
mended increase is 20 percent of the existing rate. We have no 
quarrel in principle with this proposal, but may I ask you to ponder 
the result to us of a 20 percent increase in our labor expense imposed 
upon a reduction in duty of 15 percent as recommended in H. R. 1¢ 
Gentlemen, I ask you, how much are we expected to take / 

We understand and agree that we need foreign trade. We need 
to exchange goods with other nations. We will ‘be the first to agree 
that the problem of fair exchange in these transactions is not an easy 
one. However, I submit to you that this problem applies to our 
entire economy and must be solved on this basis. It cannot and must 
not be solved by discriminating against minority groups or small 
businesses, like ourselves. 

It is our belief that in principle, our people, whether employee or 
employer, have just as much right to their positions in our economy 
as do the tenants or owners of real property and that these rights 
should be protected in the same way. When real property is needed 
for common use, it cannot be confiscated. The owner must be com- 
pensated. We are entitled to protection of our economic freedom, 
at least to the extent provided for racial and religious freedom and 
property rights. 

The theory and practice of reciprocal trade as it exists under our 
present laws has brought our people to a tragic state. Not only are 
we unwilling to have it ecubiied in its present form—even more are 


we unalterably opposed to any modification which will increase the 
arbitrary and discretionary powers now granted. What is needed 


by us, and that, with the utmost haste, is relief from the legalized 
discrimination that is crushing us. As authority is now constituted, 
relief can only come to us by a reversal of attitude of the very people 
who made the edict which has caused our trouble. Surely you must 
agree that this principle is entirely wrong. It is mandatory that 
there be a body of appeal to which cases of hardship can be carried 
for fair consideration and action. The record of the present authority 
on this score is atrocious; it seems to consist of automatic dismissal 
of appeals for only a few of the many, many applications that have 
received favorable consideration. 

In concluding, we must say that we concur in the views of Mr. Price 
of Westinghouse, who recommends that the whole subject of tariff and 
trade policy should be thrown open to a new study, just as was done 
with our tax laws. It is unfair, unreasonable, and unjust that our 
people continue to be subjected to arbitrary deprivation of their eco- 
nomic rights without recourse for their loss. 

The Cuamman. Does that complete your statement, Mr. Park? 

Mr. Park. It does. 

The Cuatrrman. We thank you for your appearance and the in- 
formation given the committee. 

Mr. Reed, of New York, will inquire. 

Mr. Regn. I just want to congratulate you on your statements. 
While I do not have mushroom growing to any amount in my particu- 
lar congressional district, yet) not very ; far from Buffalo they raise a 
great many. 

Mr. Mavte. That is true. And New York State probably accounts 
for about 10 percent of the domestic production. 
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Mr. Reep. That is what I figured. Thank you very much. 

The Cuatrman. Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Srvpson. Mr. Chairman, our colleague in the House, Mr, 
Dague, has the honor of representing the congressional district in 
which many mushrooms are raised and in which I believe both these 
gentlemen live. Mr. Dague asked me to express for the record his re- 
grets that he could not be here this afternoon, but to second what these 
gentlemen have said, and to ask our consideration of the legislation, 
with their situation in view. 

Gentlemen, you make a point here with respect to the situation that 
when a government requires your land it compensates you when it 
takes from you. 

Mr. Maute. That is right. 

Mr. Stmpson. And now, on what is called the altar of international 
polities, there is the threat to do away with certain businesses in our 
country. You are familiar with that; are you not? 

Mr. Maute. Yes. 

Mr. Srupson. You do not want that done with respect to your in- 
dustry. You do not want it traded off. 

Mr. Mavute. We certainly do not. 

Mr. Stupson. The land is peculiarly adapted for this agricultural 
pursuit, and the people are trained in it. You have a substantial 
investment, have you? 

Mr. Mauve. Yes. My industry represents an investment of not less 
than $50 million, and in employees not less than 15,000 persons year 
round. 

Mr. Srvrson. Yes. Now, the people engaged in that work are good, 
free American citizens, and they want to do that; do they not?) They 
do not want to be retrained. 

Mr. Mave. They don’t want to be sent to Detroit, as the former 
Assistant Secretary of State, Mr. Will Clayton, suggested, to be 
trained in automobile making. They would like to continue their 
past and present employment. 

Mr. Stwpson. Anyone who looks even casually at the figures with 
respect to your business will see what almost unrestricted trade has 
done. 

I note that canned mushrooms are the principal competitive factor. 
is that correct? Canned mushrooms? 

Mr. Mave. That is true. 

Mr. Suvpson. And in 1950, 337,000 pounds came into the country. 
And that has gone up now to a rate of almost 214 million pounds in 
1954, in 5 years, 7 or 8 times as many coming in, and you cannot survive 
at that. 

Mr. Maute. That is, unfortunately, correct. 

Mr. Stmpson. Any further cuts would be a clear indication that it is 
the plan that this is to be one of the businesses that we are to get rid of. 

Mr. Maute. I might state for the record that we appeared before 
the Committee for Reciprocity Information in October, filing briefs, 
and appeared in opposition to the extension of the present rates in 
GATT asking for the restoration of the rates of duty at the top of 
page 4 existing in the 1930 Tariff Act. We also filed a brief in opposi- 
tion to the Japanese trade treaty, proposed trade treaty, wherein dried 
mushrooms, the main source being Japan, came into discussion. 
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Mr. Simpson. Yes. That is right. But you have already received 
ihe maximum cuts on the canned mushrooms; have you not ¢ 

Mr. Mave. We have insofar as the 1945 amendment goes. Now 
they are proposing the privilege of a 5 percent each year for the 
succeeding 3 years. 

Mr. Srwpson. That is right. In the new bill. 

The Cuairman. Thank you very much, sir. 

We thank you, gentlemen, for your appearance and the information 
given the committee. 

Mr. Maviz. Thank you. 

(The following material was submitted for the record :) 


UNITED STATES SENATE, 
Washington, D. C., February 7, 1955. 
Mr. Leo H, Irwin, 
Clerk, House Ways and Means Committee, 
Washington 25, D. C. 

Dear Mr. Irwin: In accordance with the request made by Mr. Clifford 
O’Sullivan, Walsh, Walsh, O’Sullivan, Stommel & Sharp, 307 Michigan National 
Bank Building, Port Huron, Mich., I wish to enclose for the consideration of the 
committee on H. R. 1 the two briefs attached. 

Mr. O'Sullivan sets forth in a clear manner the effect of foreign competition 
upon the chicory industry of this country. 

If possible, the chairman may wish to consider inclusion of this informa- 
tion in the hearings upon the above measure. 

Sincerely yours, 
CHARLES E. POTTER, 
United States Senate. 
EXHIBIT A 


IN THE MATTER OF THE REQUEST OF E. B. MULLER & Co. AND HEINR FRANCK SONS, 
INc., For THE WITHDRAWAL OF CONCESSIONS ON GROUND CHICORY AND CRUDE 
CHICORY 

BRIEF OF E. B. MULLER & CO. AND HEINR FRANCK SONS, INC. 


E. B. Muller & Co. and Heinr Franck Sons, Inc., respectfully present the fol- 
lowing facts and argument in support of their suggestion and request that pur- 
suant to article XXVIII of the General Agreement on Tariffs and Trade the 
present concessions on ground chicory and crude chicory be withdrawn and, if 
permissible, that a quota restriction be imposed upon the importation of both 
ground and crude chicory. 

To bring the matter quickly to this committee’s attention we desire to quote 
from the recent findings of the United States Tariff Commission as to the prog- 
ress of imports of chicory into the United States within the past 7 years: 

“During 1937-39 the ratio of United States imports of ground chicory to both 
domestic production and domestic shipments of that product was 1 percent or 
less. (See table 10.) In 1946, imports were negligible, both in absolute amount 
and in relation to production and shipments. After that year, however, the ratio 
of imports to domestic production increased steadily from 14 percent in 1947 to 
94 percent in 1953 and 119 percent in the first 6 months of 1954. Similarly, the 
ratio of imports to domestic shipments increased from 14 percent in 1947 to 88 
percent in 1953, and 124 percent in the first 6 months of 1954. 


We express the sincere and serious concern that unless relief is quickly pro- 
vided, E. B. Muller & Co., the only company still engaged in producing chicory 
from domestically grown root, will soon have to cease and liquidate its chicory 
business and that eventualiy Heinr Franck Sons, Inc., will be seriously injured 
or likewise forced to liquidate. 


1. Report of United States Tariff Commission relating to chicory ground or 
otherwise prepared 
Under date of September 7, 1954, the United States Tariff Commission filed its 
report of an investigation made by it under section 7 of the Trade Agreements 
Extension Act of 1951, as amended, relating to chicory ground or otherwise pre- 
pared. We submit in support of this brief the factual material gathered by that 
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investigation and included in its report. The factual material contained in the 
report covers a period which includes the first 6 months of 1954. The progress of 
the effect of imports subsequent to that date so far as this information is avail- 
able to us will be furnished herein. With as little repetition as possible, we de- 
sire to give the following historical review of the chicory industry of the United 
States and of the concerns engaged in it. 


2. Status and history of the chicory industry in the United States 


At the present time there are three concerns which are engaged in the chicory 
industry, E. B. Muller & Co., Heinr Franck Sons, Inc., both of whom have their 
manufacturing plants in the city of Port Huron, Mich., and R. EB. Schanzer, Inc., 
which is located in New Orleans, La. E. B. Muller & Co. is the only concern 
which is presently manufacturing ground chicory from chicory root grown in 
the United States. Today it manufactures ground chicory both from domestically 
grown root and from imported crude root. Heinr Franck Sons, Inc., is engaged 
primarily in the sale of packaged chicory, although about 30 percent of its busi- 
ness is in the sale of bulk chicory. It obtains its chicory from E. B. Muller & 
Co. R. E. Schanzer, Inc., is at the present time manufacturing ground chicory 
exclusively from imported erude chicory root. 

E. B. Muller & Co. has been engaged in business in the United States for up- 
ward of 50 years and owns a manufacturing plant in Port Huron, Mich., and 
dry kilns located in various places throughout the area of growing of chicory 
root, principally in the Saginaw Valley area of Michigan. Heinr Franck Sons, 
Ine., and R. EB. Schanzer, Inc., do own dry kilns in Michigan, but are not operating 
these dry kilns at the present time. 

Until about the year 1946 substantially all of the chicory produced and sold 
in the United States came from chicory grown in the United States, although 
over the years there have been varying amounts of imports, but not in substan- 
tial quantity. 


8. Concessions on tariffs made pursuant to Trade Agreements Act 


The Tariff Act of 1930 fixed the tariff on imported ground chicory at 4 cents 
per pound and upon imported crude chicory at 2 cents per pound. By the con- 
cession effective February 1, 1936, the tariff on ground chicory was reduced to 
8 cents per pound and effective January 1, 1948, to 2% cents per pound. These 
changes were by concessions made under the Trade Agreement Act. The tariff 
on crude chicory was reduced to 1% cents per pound effective January 1, 1936, 
and to 1 cent effective January 1, 1948. These reductions were likewise by 
concessions made pursuant to the Trade Agreements Act. 


4. Production and consumption of ground chicory in recent years 


Prior to World War II, the annual consumption of ground chicory in the United 
States amounted to a maximum of about 12 million pounds per year. Due to 
crop failure and other wartime obstacles, the consumption went down during 
World War II. In the year 1946, the apparent consumption of ground chicory 
was slightly above 6 million pounds. From 1946 to 1951 it increased gradually 
until in the year 1951, when the apparent consumption was slightly above 12 
million pounds, the prewar level. In 1952 it was slightly above that and in 
1953, it was just under 14 million pounds. In the first half of 1954, it was 
10,090,319 pounds. The increased price of coffee was a large factor in this 
increased consumption of chicory. 


5. Beginnings and progress of the imports of chicory following World War II 


During the years prior to World War II, almost the entire domestic consump- 
tion of chicory was supplied by domestic manufacturers making their ground 
chicory from domestically grown chicory root. In 1947 the imports of ground 
chicory amounted to 912,000 pounds. By 1953 the imports had increased to 6% 
million pounds. In the first half of 1954 they reached about 5.6 million pounds 
and the only figure available for the second half of 1954 shows that in the month 
of July 1954 the imports amounted to 868,237 pounds, a substantial increase over 
the corresponding month of 1953. 

In the 1937-89 period prior to World War II and in 1946, the imports of ground 
chicory supplied 1 percent or less of the United States consumption. The ratio 
of imports to consumption reached 41 percent in 1952, 47 percent in 1953, and 
55 percent in the first 6 months of 1954. The ratio of imports to domestic ship- 
ments of ground chicory increased from 14 percent in 1947 to 124 percent in the 
first 6 months of 1954. 
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6. The importation of crude chicory root by the domestic industry as a sub- 
stitute for domestically grown root 


Following World War II and because ground chicory was being imported into 
the United States at a price below the cost to the American producers of ground 
chicory manufactured from domestically grown root, the domestic industry 
began to import crude chicory to use in its production of the finished ground 
chicory. The imported crude chicory was cheaper than the domestic product. 
The Schanzer Co. discontinued the use of domestically grown root and E. B. 
Muller & Co.’s production from domestically grown root has diminished until at 
the present time its production from domestically grown root is about 30 percent 
of its entire production. The transcript of the hearing before the United States 
Tariff Commission will disclose that in 1939 E. B. Muller & Co. and Heinr Franck 
Sons, Inc.’s total production amounted to approximately 9,500,000 pounds. In 
1953 the combined production of these companies from both domestically grown 
and imported dry root was approximately 4,250,000 pounds, or a reduction in 
volume of 5,250,000 pounds. Assuming that 30 percent of this production of 
4,250,000 pounds was from domestically grown root, we arrive at a figure of 
1,275,000 pounds (approximately) produced in 1953 from domestically grown 
chicory root. As illustrating the devastating effect of the imports of both crude 
and ground chicory, it will be seen that from a situation where domestically 
grown root supplied the entire United States market prior to World War II in 
the amount of about 12 million pounds, by 1953 the domestically grown root pro- 
vided by 1,275,000 pounds as against approximately 11,650,000 pounds that was 
supplied either by imported ground chicory or produced from imported crude 
chicory. Thus it may be seen that the impact of imports of both crude and 
ground chicory into the United States has all but destroyed an American in- 
dustry that has been in existence for upward of 50 years. 

In this brief, we ask that the chicory industry be viewed as it was before it 
was forced by the competition of imports of ground chicory to use imported 
crude chicory in its struggle to survive. Two tariff concessions were made 
under the Trade Agreements Act before the imports of ground chicory began to 
dominate the American market. Viewing the American chicory industry as a 
domestic operation, using domestically grown raw materials for its production, 
we see that, as a consequence of imports aided by tariff concessions, this in- 
dustry must inevitably disappear unless aid is provided by the withdrawal of 
concessions and, if possible, the imposition of quota restrictions. 


7. Progress of situation since close of United States Tariff Commission hearing 


The factual material which was gathered for the United States Tariff Com- 
mission’s hearing and which is contained in various tabulations attached to its 
report included the situation up to and including the month of June 1954. The 
developments since that time give frightening support to the contention made 
by E. B. Muller & Co. that the tariff situation was not only injuring the domestic 
industry, but would destroy it. 

The following is a comparison of E. B. Muller & Co.’s sales for the period of 
July, August, and September, 1953, and the like period in 1954. 


1953 sales: 1954 sales: 
Seite 379, 069 ee Oh ee 88, 769 
MOCO a ed 304, 431 se ks 136, 856 
Bente siids oki bi: 272, 870 ppeeeOR Br i 117, 940 


As was disclosed at the hearing of the United States Tariff Commission, the larg- 
est customer of E. B. Muller & Co. was Wm. B. Reily & Co., Inc., of New Orleans, 
La. The last order for chicory received from Wm. B. Reily & Co., Inc., by E. B.. 
Muller & Co. was in May of 1954 and it has not ordered any chicory from 
E. B. Muller & Co. since then. BH. B. Muller & Co. has been advised that there is 
no likelihood of any further chicory being purchased from the Muller Co. by the 
Reily Co. in 1954. The chicory roasting plant of E. B. Muller & Co. in Port Huron 
is presently shut down and its production employees, though small in number, to 
wit 16, are now unemployed. Some of these employees have been with the com- 
pany many years, one for about 32 years. It has no substantial orders for chicory 
on hand that would warrant the operation of its chicory plant. 
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8. Comments upon the findings and recommendations of the United States tariff 
commission 


The findings and conclusions of the United States Tariff Commission and the 
report of its investigation made on September 7, 1954, were in part as follows: 

“On the basis of its investigation, including the hearing, the Tariff Commis- 
scion finds that chicory, ground, or otherwise prepared, provided for in paragraph 
776 of the Tariff Act of 1930, is not being imported in such increased quantities, 
actual or relative, as to cause or threaten serious injury to the domestic industry 
producing like or directly competitive products. Accordingly, in the judgment of 
the Commission, no sufficient reason exists for a recommendation to the President 
under the provisions of section 7 of the Trade Agreements Extension Act of 1951, 
as amended.” 

While we find it somewhat difficult to understand this conclusion, in view of its 
finding of fact as follows: “During 1937-39 the ratio of United States imports of 
ground chicory to both domestic production and domestic shipments of that prod- 
uct was 1 percent or less (see table 10). In 1946, imports were negligible, both 
in absolute amount and in relation to production and shipments. After that 
year, however, the ratio of imports to domestic production increased steadily from 
14 percent in 1947 to 94 percent in 1953 and 119 percent in the first 6 months of 
1954. Similarly, the ratio of imports to domestic shipments increased from 14 
percent in 1947 to 88 percent in 1953, and 124 percent in the first 6 months of 
1954” (pp. 41, 42 of report), we are not seeking here a rehearing or review of the 
United States Tariff Commission’s finding. We do not feel it is necessary to dis- 
agree with its finding to sustain our position here taken. 

The application for an investigation which resulted in the above report related 
only to imported ground chicory and not imported crude chicory. Accordingly, 
the Tariff Commission’s findings did not consider the effect of imports upon the 
basic American industry which traditionally relied for its raw material upon 
domestically grown chicory root. 

The opinion likewise justified its conclusions by pointing out that while the 
imports were capturing more and more of the American market, the domestic 
producers, using both domestically grown and imported crude chicory, in 1953 
produced a somewhat larger volume of chicory than it did in 1946 and that the 
first 6 months of 1954 indicated that its production would be larger than in the 
first 6 months of 1953. The domestic production in 1946 was 6,077,761 pounds as 
against the domestic production in 1953 amounting to 6,933,536 pounds. The 
shipments in 1946 by the domestic producers amounted to 6,079,326 pounds and 
in 1953 to 7,417,039 pounds. 

The Commission likewise bottomed its conclusions upon a finding that the 
overall profit situation of the industry in 1953, while being less profitable than 
in the immediately preceding years, it was not less profitable than in 1948 and 
in 1937. An examination of the table with relation to this subject on page 47 
of the Commission’s finding would indicate, however, that the domestic produc- 
tion of ground chicory in 1953 was less profitable than it was in 1939. The 
Commission’s finding properly did not disclose the individual profit and loss 
situation of each of the companies, but the transcript of the testimony taken at 
the hearing discloses and E. B. Muller & Co. points out that it experienced a 
very substantial operating loss over the 5 fiscal years ending January 31, 1952, 
most of which was due to the chicory business, and that while it showed a profit 
for the fiscal year ending January 31, 1953, proper consideration to extraordinary 
items would have greatly reduced this operating profit. E. B. Muller & Co. had 
a serious operating loss for the fiscal year ending January 31, 1954, and again an 
operating loss for the year 1954 through July. 

Another reason assigned by the Tariff Commission for its finding of no existing 
or threatened injury to the domestic industry was their conclusion that to rec- 
ommend an increase in import duty on ground chicory or the imposition of a 
quota would not improve the competitive position of B. B. Muller & Co. (see pp. 
13 and 14 of the United States Tariff Commission’s report). This was because 
of a disadvantage experienced by E. B. Muller & Co. in the use of imported crude 
chicory. Its plant is located in Port Huron, Mich. To use imported crude chic- 
ory, it has to bring it from the seaboard to its inland plant and then reship to 
market. It therefore has to add its selling cost to the cost of the rail freight 
to its plant in Port Huron and then back to market. Here again, the United 
States Tariff Commission was considering only ground chicory and indicated that 
without increasing the tariff on crude chicory an increase of the tariff on ground 
chicory would not provide as much benefit to the Port Huron concern as to the 
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New Orleans concern. Notwithstanding this, we believed that a raising of the 
tariff on ground chicory would have assisted us to compete with imported chic- 
ory. We emphasize, however, that in this request we are asking for a with- 
drawal of the concession on both crude and ground chicory. 

It should be pointed out that this competitive disadvantage of E. B. Muller 
& Co. is a consequence of the concessions heretofore granted upon both ground 
and crude chicory. The chicory industry of the United States was forced to use 
large quantities of imported crude chicory for its production because of the lack 
of adequate import duties to protect it from the increasing competition of im- 
ported ground chicory. Accordingly, the competitive disadvantage of E. B. 
Muller & Co., is a consequence of this lack of protection. By our request for 
the withdrawal of the concessions on both crude and ground chicory, we are 
seeking an opportunity to strive for the survival of a domestic industry that 
will not have to be dependent for its own existence upon the use of imported 
erude chicory. 

The fact that we may not at this moment, because of the changing price 
situation, be able to point out with mathematical nicety and exactness that the 
withdrawal of these concessions will, in all events, allow us to survive or to 
domestically produce chicory that will be competitive with the imported chicory, 
should not cause us to be denied the relief sought. 

It is certainly obvious that E. B. Muller & Co. is threatened with destruction 
due to the imports of chicory. We seek here the opportunity to struggle to 
survive. We ask for a chance to compete without the destructive consequences 
of the concessions heretofore granted upon both crude and ground chicory. If 
the present request for withdrawal of the concessions is granted, then E. B. 
Muller & Co. will at least be given this chance. If, notwithstanding the with- 
drawal of concessions, E. B. Muller & Co. and the basic American chicory in- 
dustry (using domestic raw material for its production) must inevitably be 
destroyed, surely our foreign friends whose exports to the United States have 
brought this about should not complain that our government at least gave the 
American industry a last chance to struggle for survival. Shall our Govern- 
ment by refusing the withdrawal of concessions make certain that our foreign 
competitiors shall quickly establish a monopoly of the American market that 
was until a few years ago supplied almost completely by a domestic production? 
9. We believe we can survive if given relief by our Government 

It is the belief and hope of E. B. Muller & Co. that if the concessions are 
withdrawn upon both crude and ground chicory it will be able ultimately by 
returning to large-scale growing of chicory in the United States to again become 
competitive with the imported chicory and to carry on this competition by the 
use of domestically grown root. The imposition of quota restrictions would 
secure our position in this regard. Recently E. B. Muller & Co. has received 
a quotation for 300 metric tons of crude chicory at a price of $90 per metric ton 
f. o. b. Antwerp, Belgium. If we add to this $13 per ton for ocean freight, 
we would arrive at a figure of $103 for a metric ton of crude chicory, which is 
equivalent to $95.20 for 2,000 pounds. If we added to this a duty of 2 cents, 
we arrive at a figure of $135.20 per ton at Atlantic ports. In 1952 and 1953 
E. B. Muller & Co. was able to produce dry root in Michigan at a cost of $120 
and $130 per ton respectively. If by expanding our production from domes- 
tically grown root, we could obtain it for our production at the same cost as 
1952 and 1953 and if the concession on crude chicory was withdrawn, restoring 
the tariff to 2 cents a pound, it will be seen that we could be competitive with 
this imported crude chicory. If the tariff on the imported ground chicory was 
restored to 4 cents we would definitely have a chance to survive. We seek the 
opportunity to make this effort. It is true that in the years 1952 and 1953 
when our cost of domestically grown crude chicory was $120 to $130 per ton, 
crude chicory was being imported into the United States substantially below 
those figures and substantially below the present cost of imported crude chicory. 


10. Our previous efforts for relief 


E. B. Muller & Co. and Heinr Franck Sons, Inc., appeared before the Committee 
for Reciprocity Information in June of 1950. At that time this committee was 
gathering information for use by our Government’s representatives at the then 
approaching Torquay Conference. At that time Belgium and other exporting 
countries were seeking further tariff concessions on chicory. We then pointed 
out that while imperted ground chicory was being sold in the United States at 
prices cheaper than the American industry could produce and market its product, 
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the domestic industry was continuing to hold some of its market because the 
major consumers of ground chicory in the United States would pay some premium 
for the domestic production. They were doing this to insure a domestic source 
of supply and because of the greater convenience of doing business with a domes- 
tic industry which would have its product available at all times and in large 
and small quantities. 

It is of interest here to say that, as we are informed, the Belgian Government 
in the recent past made sure that its own domestic chicory was protected against 
foreign competition by placing an embargo against the importation for domestic 
consumption in Belgium of any cheap foreign chicory. We do not know whether 
this embargo has continued in effect, but we believe that it was in effect for a 
substantial period of time. We thus have the picture of a nation desiring to 
export its production into this country with favorable tariff treatment and at 
the same time protecting its own industry in a like product against any foreign 
competition by completely forbidding its entry into its domestic market. During 
World War I aud World War II there was no foreign chicory available for im- 
portation into the United States. Had the domestic consumers been then de- 
pendent on the fereign chicory, they would have been completely without a 
source of supply. Likewise, the American chicory industry would have had to 
cease operations had it, during such wars, been dependent on imported crude 
chicory for its production. These facts were pointed out in our presentation to 
the United States Tariff Commission in its investigation recently closed. We 
said also that these domestic consumers would not indefinitely continue to pay 
a premium for the production of American industry in order to keep it alive. 
Referring to this situation, Mr. H. Gordon McMorran, in his testimony before 
the recent United States Tariff Commission investigation, said: 

“With the increasing invasion, however, of the total market by the imported 
roasted chicory, such a situation cannot long continue. This will become more 
acute as the users of roasted chicory become less and less concerned with the 
continuance of domestically grown chicory as a source of supply.” 

This prediction has come true with frightening speed since the conclusion 
of the hearing before the United States Tariff Commission. The complete 
destruction of the domestic growing of chicory will create a monopoly in favor of 
foreign-grown chicory and with domestically grown chicory eliminated entirely 
as a competitor, the American market will be pricewise at the mercy of those 
who export this product from Europe. In his testimony before the recent 
Tariff Commission investigation, after referring to the inevitable cessation of 
domestie growing of chicory if relief is not granted, Mr. McMorran said: 

“If that once happens it would be hard to conceive of it ever being restored. 
The chicory manufacturers would lose contact with the growers. They could 
not long continue to maintain idle plants and such idle plants would have to be 
salvaged at serious losses. In addition to the losses to the chicory manufac- 
turers, the consumers of chicory in the United States would then be entirely 
dependent upon the importers. When there is no more domestic growing of 
chicory as a fence against runaway prices on imported chicory, the domestic 
consumers are entirely at the mercy of the importers who, today, may keep 
their prices down, but they will not be forced to do so when they have no com- 
petition from the domestic industry.” 


11. Investment of EB. B. Muller & Co. and Heinr Franck Sons, Inc. 


It is true that the domestic chicory industry is small in comparison with the 
great industries of the United States. We are satisfied, however, that our 
Government is as much concerned with its small industries as with its big 
ones. While small in relation to the giants of our American industrial struc- 
ture, the domestic industry represents large investments to its owners. At 
the hearing before the Tariff Commission, Mr. Schanzer stated that his com- 
pany has an investment of $117,000 in buildings and improvements. The manu- 
facturing plants, dry kilns and equipment of the chicory companies could not 
be salvaged or liquidated without tremendous losses. E. B. Muller & Co. and 
Heinr Franck Sons, Inc. are substantially owned by one family. Mr. H. Gordon 
MeMorran, presently the president of E. B. Muller & Co., is the third of three 
generations who have engaged in this chicory industry. His grandfather, 
Henry G. MeMorran, at one time United States Congressman from the Seventh 
Congressional District of Michigan, was the first. Mr. David McMorran, his 
son, was connected with the business until his death in 1945. Mrs. David Mc- 
Morran, who died in 1951, was a large owner of the stock of E. B. Muller & 
Co. The United States Treasury, for purpose of imposing estate taxes at the 
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death of Mr. David McMorran, put a value upon the common and preferred 
stock of Heinr Franck Sons, Inc., in total amount of approximately $395,000. 
This final valuation was concluded in 1948. Following the death of Mrs. Mc- 
Morran in 1951 and upon final review of the estate-tax return in her estate, 
the value of the stock of E. B. Muller & Co. was settled at $10 per share, putting 
a value of approximately $300,000 upon E. B. Muller & Co. Upon the basis of 
these valuations, the United States Government and the State of Michigan 
exacted from the owners of E. B. Muller & Co. and Heinr Franck Sons, Inc. 
approximately $75,000 in estate and inheritance taxes. These taxes were 
collected from the owners of these companies upon the assumption that these 
industries were valuable American industries. We respectfully urge that our 
Government, concerned for collecting such taxes, should not be less concerned 
when it comes to affording protection, within its power, for the survival of these 
industries. These companies have not sat idly by without efforts to protect 
themselves against this foreign competition. The records will show that in 
June of 1950 these same companies appeared before the Committee for Reci- 
procity Information not only to resist an attempt at further concessions below 
the 2% cents on ground chicory, but asked that it be restored to 4 cents and 
then pointed out the need for the withdrawal of the concession. Likewise, 
they have sought relief recently before the United States Tariff Commission. 


12. Effect of imports upon Heinr Franck Sons, Inc. 


It is difficult at this time to make an analysis or any accurate predictions as 
to the effect of the present import situation upon Heinr Franck Sons, Ine. As 
pointed out, about 70 percent of their business is in the sale of packaged chicory. 
While figures are not now available and the information has not been completely 
verified, importers are now beginning to bring packaged chicory into the New 
York metropolitan area. The beginning of activity in this regard merely points 
up the fact that such importation is following the general capturing of the 
American market by the foreign chicory producers. Thirty percent of its busi- 
ness being in bulk chicory, it is to that extent subject to the same dangers and 
hazards as E. B. Muller & Co.. It has no roasting plant of its own and a 
situation which would put BE. B. Muller & Co. out of the roasting business 
would likewise affect the Franck company for its source of supply for packaging. 
The elements that give advantage pricewise to the importers of roasted chicory 
in bulk are present in the case of the packaging industry and the Franck com- 
pany with its investment needs protection against foreign competition if it is to 
survive. The destruction of the domestic production of roasted chicory would 
likewise put the Franck company at the mercy of the prices charged by the 
importers once they have completed control of the American market. 


18. Ad valorem aspects of tariff situation 


It is obvious that all of the costs of the domestic producers have increased in 
the years since the tariffs were originally established on both ground and crude 
chicory, so that the protective value of the tariffs has been diminished. By 
reason of this ad valorem change the granting of concessions continues the 
diminishing value of the tariffs as protective measures. 


14. Summary of points of distinction between the United States Tariff Com- 
mission’s finding and the problems proposed by this request 


We repeat that it is not our purpose here to seek a review of the United States 
Tariff Commission’s recent report nor to criticize its finding. We point out, 
however, the following major reasons why the giving of full respect to these 
recent findings does not detract from the logic and appropriateness of a present 
withdrawal of the concessions on both ground and crude chicory and the im- 
position of quota restrictions: 

(a) The United States Tariff Commission’s report dealt only with imported 
ground chicory and did not view the American industry, as it had existed for 
many years, as an industry devoted to the production of chicory from a do- 
mestically grown product. 

(b) The largest American consumer of chicory actively opposed the relief 
sought from the United States Tariff Commission. Until the conclusion of that 
hearing, it continued, however, to purchase in substantial quantities the product 
of E. B. Muller & Co. Since the conclusion of that hearing, however, it seems 
apparent that it has decided now to depend almost 100 percent upon the use of 
imported ground chicory. Whether the timing of this complete discontinuance 
of E. B. Muller’s product until a date subsequent to the closing of the hearing 
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before the Tariff Commission is significant, we do not know. It does, however, 
point out the validity of the concerns expressed by E. B. Muller & Co. and Heinr 
Franck Sons, Inc., for their survival. 


CONCLUSION 


It would seem that a statement of facts without argument should clearly 
demonstrate that a basic American industry is, unless relief is afforded, well on 
its way to extinction and that to continue the concessions granted upon the 
import duties of the foreign production which is bringing about this extinction 
would be contrary to the whole philosophy of the Trade Agreements Act. Prior 
to World War II, we had an industry which frem a domestically grown agri- 
cultural product was supplying a market that was consuming 12 million pounds 
of chicory. It had been in existence for a great many years. In approximately 
6 years since the end of World War II the imports of ground chicory alone have 
captured over 65 percent of the entire market and if we add to that figure that 
part of the market that is supplied from imported crude chicory, we see that 
imports now control about 92 percent of a market that was before these few years 
supplied entirely from a domestically grown and manufactured product. 

Respectfully submitted. 

E. B. Mutter & Co., 

By H. G. McMorran, 

President. 

HEINR FRANCK Sons, INc., 

By Rockwoop BULLARD, 

President. 
STATE OF MICHIGAN, 
County of St. Clair, xs: 

On this 19th day of October A. D. 1954, before me, the undersigned, personally 
came H,. Gordon MeMorran, and on oath says that he has read the foregoing 
brief by him subscribed and knows the contents thereof and that the same is true 
to the best of his information and belief. 

MARGARET GARROW, 
Notary Public, St. Clair County, Mich. 


My commission expires November 7, 1955. 


INVESTIGATION No. 2 AND PUBLIC HEARING UNDER SECTION 3 OF THE TRADE AGREE- 
MENTS EXTENSION AcT OF 1951, AS AMENDED, AND SECTION 332 OF THE TARIFF 
Act oF 1930, 1N CONNECTION WITH PROPOSED TRADE AGREEMENT NEGOTIATIONS 
With JAPAN AND OTHER COUNTRIES 


SUPPLEMENTARY STATEMENT OF E. B. MULLER & CO. AND HEINR FRANCK SONS, INC, 


We desire to make the following statement supplementary to the presentation 
made by Mr. Clifford O'Sullivan at the hearing on December 15, 1954. Inasmuch 
as the United States Tariff Commission, through its investigation concluded in 
September last, is in possession of the necessary relevant factual data for the 
period up to and including the month of June of 1954, we will not repeat that 
information except as it is necessary to relate it to the progress of imports since 
that time. A digest of the situation which was disclosed by the findings of the 
Tariff Commission was set forth in a brief filed on behalf of E. B. Muller & Co. 
and Heinr Franck Sons, Inc., with the Committee for Reciprocity Information 
at the time of its hearings held in October of this year. These hearings were 
held preparatory to the Ninth Session of the General Agreement on Tariffs and 
Trade which was to open in Geneva, Switzerland, on October 28, 1954. We attach 


a copy of that brief as an exhibit to this supplementary statement. It is marked 
“Exhibit A.” 
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PROGRESS OF IMPORTS SINCE CLOSE OF TARIFF COMMISSION'S INVESTIGATION 


The following figures will disclose the spectacular drop in the sales of EB. B. 
Muller & Co. since the month of June 1954, which was the last month in- 
cluded in the figures of the Tariff Commission in its report (see table 10, p. 40) : 


1958 sales: Pounds | 1954 sales: 


1 Estimated. 


During the first 6 months of 1954, while this Commission's investigation was 
still in progress, E. B. Muller & Co.’s total sales amounted to 1,688,444 pounds. 
Its sales for the like period in 1953 were 1,459,800 pounds. It will be seen, there~- 
fore, that the latest and most striking drop in E. B. Muller & Co.’s sales begam 
immediately following the end of the period covered by the Tariff Commission’s 
report. 


E. B. MULLER & CO.’S PRESENT SITUATION IS NOT DUE TO ITS GEOGRAPHIC DISADVANTAGE 


The September Report of the United States Tariff Commission indicated that 
a restoration of the tariff on ground chicory would not be of material help to 
E. B. Muller & Co. This was because of the assigned reason that it has a freight 
disadvantage because of its location in Michigan. Its principal domestic com- 
petitor is in New Orleans and when using imported crude root does not have 
Muller’s freight costs to and from the roasting plant of E. B. Muller & Co. in 
Port Huron, the principal market being in New Orleans. The fact is, however, 
that the business lost by E. B. Muller & Co. in the last 6 months of 1954 did not, 
as we are informed, go to its competitor, who enjoys this geographic advantage 
by having his plant located in New Orleans. We understand that this business 
went to the importers of ground chicory. As is known to the Tariff Commission, 
E. B. Muller & Co.’s largest volume of sales of ground chicory was to the Wm. 
B. Reily & Co., Inc., of New Orleans. In the first 6 months of 1953, the sales to 
this concern by E. B. Muller & Co. were 1,092,970 pounds. In the first 6 months of 
1954 its sales to this concern totaled 1,065,577 pounds. The B. B. Muller & Co.’s 
sales to the Wm. B. Reily & Co., Inc., in the second half of 1953 totaled 
1,434,826 pounds. Its sales to Wm. B. Reily & Co., Inc., for the second half of 
1954 dropped to 182.987 pounds. We are informed that this business of Wm. B. 
Reily & Co., Inc., lost to us, did not go to E. B. Muller & Co.’s competitor, who 
produces ground chicory in New Orleans, but went to the importers of ground 
chicory. There was no indication of coming disaster to E. B. Muller & Co. in 
the testimony of Wm. B. Reily and W. Kaars-Sypesteyn (the two opponents of 
tariffs relief) which was given in April of 1954 at the Tariff Commission hearing. 
To suport their opposition to any help to us from the Tariff Commission, these 
witnesses were insisting that there was neither existing nor threatened injury to 
the domestic producers. We wonder whether they were completely without 
knowledge of what was just about to happen to E. B. Muller & Co. We quote from 
their testimony as follows: 

(Figures in parentheses refer to pages of the transcript of the testimony 
taken at that hearing.) 

Wo. B. Retry. “I am in a position this afternoon, of being a customer of the 
Muller Co. and also of the Overseas Trading Co.” (p. 157). 

“We don’t think that the American chicory roasters are at present very much 
injured by this lack in tariff” (p. 158). 

“Processors of ground chicory in the United States have advanced their prices 
during the past year from 13 cents a pound to 18% cents a pound, so no cause 
of injury to the domestic industry exists” (p. 159). 

Note.—There is no market for domestic chicory today in New Orleans at 18% 
cents a pound, 
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“TI believe there is no cause for this application for relief from any hardship 
as oo is none, as can be shown by their current profits presently being made” 
(Pp. . 

“Chairman Brossarp. With the high price of coffee, you would expect an in- 
crease in the consumption of chicory at higher prices. 

“Mr. RetLty. Yes; we expect an increase” (p. 164). 

W. Kaars-Sypesteyn. “* * * increased imports have not caused and do not 
threaten serious injury to the domestic industry producing like or directly com- 
petitive products” (p. 138). 

“It is true that after the concession imports have increased as demand has 
gone4yp to 12 million pounds but it should be observed that the domestic industry 
has retained or increased the sales levels it had in 1947” (p. 149). 

“As far as we know, the domestic industry is working at full capacity” (p. 149). 

“* * * the other important fact is that the domestic industry has been holding 
its own” (p. 150). 

We assume that the United States Tariff Commission in denying relief to the 
domestic producers relied to some extent at least upon these assurances of the 
witnesses against the then application for relief. Would we be overly credulous 
if we assumed also that neither of these witnesses when testifying had any 
reason to anticipate the debacle that was about to occur in the business of E. B. 
Muller & Co. and that it was just coincidence that this debacle did not occur 
until the proofs were concluded in the Tariff Commission hearing? 

Using an estimated figure for December 1954, E. B. Muller & Co.’s total sales 
for 1954 will amount to 2,459,663 pounds as against a total for 1953 of 3,298,290 
pounds. It will be noted, however, from the figures that in 1953 the sales for 
the segond half of the year were substantially the same as the first half. How- 
ever, in 1954 the Muller sales dropped to a figure of 771,219 pounds as against 
1,838,490 pounds for the last 6 months of 1953. Subsequent to the Muller Co.’s 
appearance before the Committee for Reciprocity Information in October, at 
which time it was pointed out that Wm. B. Reily & Co., Inc., had given no orders 
since the close of the Tariff Commission’s hearing, E. B. Muller & Co. has re- 
ceived orders for three carloads of chicory totalling approximately 150,000 
pounds and an ex-warehouse order for approximately 26,000 pounds. (The state- 
ment that no orders were received from Wm. B. Reily & Co., Inc., between 
the close of the Tariff Commission hearing and the Committee for Reciprocity 
Information hearing in October was inaccurate in that it appears that in Sep- 
tember the Muller Co. did receive an order for 9,300 pounds of chicory to be 
shipped to Harrison Co. in New York, who, we understand, make instant coffee 
for Reily.) It seems apparent that no repetition of these orders is likely, so 
that if we eliminate the 182,987 pounds so ordered in the last 6 months of 1954, 
we come to a 6 months’ sales figure of 588,232 pounds upon which to base our 
plans for the future. 


IMPORTS CONTINUE THEIR DESTRUCTIVE PROGRESS 


We have shown that E. B. Muller & Co.’s sales have dropped in the last half of 
1954 to a total of 771,219 pounds as against 1,591,578 pounds in the like period of 
1953. The imports, however, continue without substantial reduction. The latest 
figures obtained from the Tariff Commission show that for the quarter ending 
October 1, 1954, the imports of ground chicory total 1,636,777 pounds as against 
1,712,793 pounds for the like period of 1953. This brings the total imports of 
ground chicory for the first three-quarters of 1954 ending on October 1 to the 
total sum of 7,230,215 pounds. Thisisanalltime high. We are likewise informed 
by the figures in possession of the Tariff Commission that for the first three-quar- 
ters of 1954 the total imports of crude chicory have reached a figure of 7,035,575 
younds. 

PRESENT SITUATION OF E. B. MULLER & CO. 


At the time of the October hearing before the Committee for Reciprocity Infor- 
mation, the Muller chicory roasting plant at Port Huron, Mich., was shut down. 
It was shut down for 2 months. It is now operating with a production crew of 
7 working about 3 days a week. They are roasting some chicory to replace in 
inventory the few orders recently received and referred to above and also doing 
some roasting for the Franck company and for replacement in warehouse. In 
this connection, Mr. O’Sullivan stated at the recent hearings in Washington that 
the plant was shut down but that it would be reopened to roast the 1954 crop now 
harvested and in the plant at Port Huron. This is inaccurate in that the 1954 
crop will be retained in the plant as dry root until Muller's sales justify roasting. 
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It is expected that the 1954 crop of domestically grown dry root will produce 
approximately 2 million pounds of ground chicory. With this crop, some inven- 
tory now on hand and a small amount of crude chicory that is expected to be 
received about the year’s end, E. B. Muller & Co. will have approximately 2,300,000 
pounds of ground chicory with which to supply its 1955 orders. Assuming that 
it roasts for the Franck company approximately 1 million pounds for its packag- 
ing operation and its few bulk customers, this will leave about 1,300,000 pounds 
on hand for Muller with which to meet its outside orders. On the basis of the 
last half of 1954 and the obvious continuing shrinkage of business, it will likely 
have more than enough inventory on hand to meet orders that it may get during 
1955. With this prospect, it is apparent that, unless relief comes, any crop con- 
tracted for by Muller in the coming year will have no market. 

If Muller is to grow any chicory in 1955, it must negotiate its contracts with 
the farmer-growers during February and March. Unless prior to that time there 
is some indicaticn that the United States Government intends in some way to 
recognize the crisis that has been brought about by the import situation, it will be 
suicidal for E. B. Muller & Co. to expose itself to the cost of another crop. Ac- 
cordingly, unless relief or the promise of it is at hand quickly, the production of 
ground chicory in the United States from a domestically grown product will end 
after upwards of 50 years of existence. The American chicory industry, viewed 
as a domestic industry, producing its end product from a domestically grown agri- 
cultural product, will be terminated, a casualty to tariff concessions. 


POSITION OF HEINR FRANCK SONS, INC. 


We have not burdened this memorandum with any discussion of the less critical 
position of Heinr Franck Sons, Inc. We have discussed this in exhibit A. Suf- 
fice it to say that with the increasing success of the importers of bulk chicory, 
they will not long leave untouched the package chicory industry. 


CONCLUSION 


The current investigation is under section 3 of the Trade Agreements Act of 
1951, as amended. The President has furnished the United States Tariff Com- 


mission with a list of articles which are to be considered for “possible modifica- 
tion of duties and other import restrictions, imposition of additional import re- 
strictions, or continuance of existing customs or excise treatment’. 

It is the function of the United States Tariff Commission under the act to make 
an investigation and report with respect to each of the articles on the list: 


“* * * as to (1) the limit to which such modification, imposition or con- 


tinuance may be extended in order to carry out the purpose of such section 350 
without causing or threatening serious injury to the domestic industry produc- 
ing like or directly competitive articles; and 

(2) If increases in duties or additional import restrictions are required to 
avoid serious injury to the domestic industry producing like or directly compet- 
itive articles the minimum increase in duties or additional import restrictions 
required.” 

The facts contained herein and in exhibit A lead inescapably to the conclu- 
sion that “increases in duties” and “additional import restrictions” are re- 
quired not only to avoid serious injury but are necessary to permit E. B. Muller 
& Co. to survive. We respectfully petition this Commission to make such a 
report and to urge to the executive branch of the Government the emergency re- 
lief needed. We likewise ask that this memorandum be considered as the under- 
signed’s application for a new investigation by the United States Tariff Commis- 
sion under section 7 of the Trade Agreements Extension Act of 1951, both on 
ground and crude chicory. 

Respectfully submitted, 
E. B. Mutier & Co. 
By H. Gorpon McMorran, 
President. 
Hetnr Franck Sons, Inc., 
By Rockwoop BULLARD, 
President. 
STATE OF MICHIGAN, 
County of St. Clair, 8s: 


On this 24th day of December A. D. 1954, before me, the undersigned, person- 
ally came H. Gordon McMorran and Rockwood N. Bullard, and on oath say that 
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each of them has read the foregoing brief by them subscribed and knows the con- 
tents thereof and that the same is true to the best of his information and 
belief. 
MARGARET GARROW, 
Notary Public, St. Clair County, Mich. 
My commission expires November 7, 1955. 


CONGRESS OF THE UNITED STATES 
HOUSE OF REPRESENTATIVES 


Washington, D1. C. 
February 2, 1955 
Hon. JERE Cooper, 
Chairman, Ways and Means Committee, House of Representatives, 
Washington, D. C. 


Dear Chairman Cooper: Your committe is considering H. R. 1, which is the 
proposed Trade Agreement Extension Act of 1955. 

The wool industry in the United Staes has indicated their opposition to this 
legislation through their organization known as the National Wool Growers 
Association. The president of this organization is Mr. Wallace Ulmer of Miles 
City, Mont. This fact is perhaps indicative of the interest and support shown 
in Montana in this association, and in their own Montana Wool Growers 
Association. 

Sheep raising is a basic agricultural enterprise in Montana and contributes 
much to the economic well being of the area. In addition the production of wool 
is important to our national security, and to the general economic welfare of 
our Nation. 

Montana is a wool-growing State and not primarily active in the textile 
industry, but the two fields are directly related in their mutual interests. I feel 
that an adequate tariff on both raw and manufactured wool is vitally important 


to the present and future well being of the wool growers of Montana and the 
Nation. ’ 
Yours very truly, 


Orvin B. FJARE, 
Member of Congress. 


STATEMENT FILED FOR AND ON BEHALF OF THE ASSOCIATION OF COCOA AND 
CHOCOLATE MANUFACTURERS OF THE UNITED STATES 


This statement is filed for and on behalf of’the Association of Cocoa & Choco- 
late Manufacturers of the United States in connection with H. R. 1, designed 
to extend the authority under which reciprocal trade agreements are made for 
a period of 3 years. At the outset we wish to make it clear that this statement 
is not designed as a general critique of the foreign-trade policy. It is thought 
advisable, however, to call the attention of the committee to past effects of the 
operation of this policy on this industry since the Netherlands negotiations 
of 1936. This is with the hope that the committee in its deliberations will 
consider inequities of the sort hereinafter pointed out, and seek appropriate 
remedial measures. 

There is attached, designated table I, a table showing tariff rates on cocoa, 
chocolate, and cacao butter as established by the Tariff Act of 1930 and as 
subsequently lowered by the granting of concessions following the Netherlands 
1936 Trade Agreement, the agreements at Geneva and Annecy, and the agree- 
ments at Torquay, England. Also attached are tables II and III, showing the 
increase in imports by volume and dollar value of cocoa, chocolate, and cacao 
butter. Necessarily such increases are alarming to this industry, and preliminary 
figures for 1954 show an even greater rate of increase. 

In addition to this, the ad valorem duty on the commodity designated as 
chocolate sweetened commodity has been lowered from 40 percent ad valorem 
to 10 percent ad valorem. Further, the duty on sugar candy commodity, a 
product competitive with products of the cocoa and chocolate industry, has been 
lowered from 40 percent ad valorem to 14 percent ad valorem. Imports of sugar 
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candy commodity have increased from 3,364,000 pounds in 1949, valued at 
$1,200,000, to 17,639,000 pounds in 1953, valued at $6,435,000. Imports of choco- 
late sweetened commodity have increased from 793,000 pounds in 1949, valued 
at $370,000, to 3,948,000 pounds in 1953, valued at $2,355,000. Again the pre- 
liminary figures for 1954 show still another substantial increase in the importa- 
tion of these commodities. 

Approximately 9€- percent of the cocoa beans ground in the United States are 
ground by members of the Association of Cocoa & Chocolate Manufacturers of 
the United States. A list of the membership is attached, marked “Exhibit A.” 
The basic operations of cocoa and chocolate manufacturers are shelling, roasting, 
and grinding cocoa beans. ‘The basic product derived from this operation is 
chocolate liquor, from which in turn cocoa and chocolate products are produced. 
Cocoa powder and cacao butter are derived from the processing of chocolate 
liquor. These products, along with chocolate liquor itself, go to make up the 
many forms of cocoa and chocolate products. 

Present practices of exporting countries as such as to make it possible for 
chocolate liquor, for instance, to be imported at a price below the cost of proces- 
sing cocoa beans into such commodity domestically. This situation is brought 
about by export taxes on cocoa beans from the country of origin and incentives 
granted by the country of origin to manufacturers exporting chocolate liquor. 
For example, there is currently in effect an export tax on cocoa beans from the 
Dominican Republic whereby the exporter pays 27 percent on the f. o. b. price 
up to 25 and 45 percent on all above 25 cents. Today's New York cocoa spot price 
is above 45 cents. However, the exporter of chocolate liquor pays only 10 percent 
of the f. o. b. price. This: obvious incentive is implemented by very low wage 
rates and an inconsequential import duty. 

Members of ths association are large direct users of dairy products, sugar, tree 
nuts, and peanuts. Indirectly the products of this industry act as important car- 
riers of many more agricultural commodities. All of these products are bought 
in a highly protected market. Dairy products are subject to support prices here 
and are under strict import quotas. Sugar is subsidized here and is under 
stringent import quotas, although we ourselves are a deficit nation insofar as 
sugar is concerned. The sugar program, therefore, not only supports prices 
to domestic producers but holds an umbrella over world prices. Peanuts are 
under price supports as one of the basic agricultural commodities, and this pro- 
gram is supplemented by the allowance of negligible imports. Pecans are under 
a marketing agreement. Almonds and filberts are under a marketing agree- 
ment and order program supplemented by import restrictions. Walnuts are 
in the same category. 

All of this means that ingredients used to make finished goods by domestic 
manufacturers are purchased in a highly protected market, whereas imports 
competitive with such finished goods are admitted at very low tariff rates. Aside 
from cheaper ingredients, these imported competitive goods have the advantage 
of having been produced by low-cost labor and less stringent requirements of 
manufacture. 

It is interesting to note that for the last 2 years California almonds included 
in the surplus percentage under the marketing agreement and order program 
have been exported at approximately 25 cents below the domestic market. These 
same almonds are now permitted to enter the United States as an ingredient 
in chocolate candy at an ad valorem duty which has been dropped through con- 
cessions from 40 percent to 10 percent. This is one pointed illustration of in- 
equities suffered by this industry. 

The facts clearly show that the cocoa and chocolate industry has, beginning 
with the 1936 Netherlands Trade Agreement, been the victim of one concession 
after another without having received reciprocal aid of any sort. The atten- 
tion of this committee is called to these facts, and it is requested that in its 
consideration of H. R. 1 means be sought to relieve this patently inequitable 
situation. 

Respectfully submitted. 


ASSOCIATION OF Cocoa AND CHOCOLATE MANUFACTURERS 
OF THE UNITED STATEs, 
Gorpon Pickett Peyton, General Counsel. 
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TABLE I.—Tariff rates on cocoa, chocolate, and cacao butter as established by 
the Tariff Act of 1930 and as subsequently reduced by concessions 


1930 cae | Following Following 
. ; acieaianie Netherlands | agreements | agreements 
Commodity description = 1936 trade at Geneva | at Torquay, 
agreement | and Annecy England 





Cocoa: 
Unsweetened cents per pound_- 1% 
Sweetened: 

Valued at 10 cents or more per pound 
percent __ 
Valued at less than 10 cents per pound 


percent__ 
Chocolate: 


Sweetened: 

In bars or blocks.of 10 pounds or more. each 
cents per pound __ 
In any other form, whether or not prepared: | 

Valued at 10 cents or more per pound 
percent _| 
Valued at less than 10 cents per pound | 
percent__ 


Unsweetened _____._...___...cents per pound_- 
Cacao butter 














TABLE II.—IJmports by volume 





Chocolate, sweetened 
Cocoa | Cocoa,un-| Cocoa, |_————— a. 
butter sweetened | sweetened Bar, block Other ened 
10 pounds forms 


2, 962, 001 19, 804 117, 815 295, 571 134, 495 
Averigé, Dr 0 cere toe -| 2,213,560 | 5, 595, 609 290,964 | 1,085,785 | 1,053, 502 5, 142, 625 
1953 _. ST eae 4, 224, 397 | 44, 947, 361 32, 878 769, 754 3, 972, 463 | 24,015, 738 


TABLE III.—IJ mports by dollar value 


1 | Chocolate, 


| oo" k Chocolate, sweetened | 
| 
Cocoa, | _ l unsweet- 


Cocoa Cocoa, un- 
butter sweetened | sweetened Bar, block Other ened 


| 10 pounds forms 





1 
799 | $4,123 | $23, 181 $84, 550 $17, 062 
’ 308 93.8 307,161 | 429,408 | 1, 160, 588 
8, 017, 532 | 17,980 | 214,372 | 2,367,248 | 7, 534, 344 


| 
} 
$5,195 | $361,790 
2, 455, 882 | 


a 858, 719 


Exuisir A 


MEMBERS OF THE ASSOCIATION OF COCOA AND CHOCOLATE MANUFACTURERS OF 
THE UNITED STATES, FEBRUARY 1955 


Ambrosia Chocolate Co., Milwaukee, Wis. 

Bachman Chocolate Manufacturing Co., Mount Joy, Pa. 
Walter Baker Division, General Foods Corp., Dorchester, Mass. 
The Blommer Chocolate Co., Chicago, Il. 

Blumenthal Bros. Chocolate Co., Philadelphia, Pa. 
Brewster-Ideal Chocolate Co., Newark, N. J. 

Cocoline Products, Inc., Long Island City, N. Y. 

D. Ghirardelli Co., Inc., San Francisco, Calif. 

Guittard Chocolate Co., San Francisco, Calif. 

Hershey Chocolate Corp., Hershey, Pa. 

Hooton Chocolate Co., Newark, N. J. 

Klein Chocolate Co., Elizabethtown, Pa. 

Mansfield Chocolate, Inc., Mansfield, Mass. 

Merckens Chocolate Co., Inc., Buffalo, N. Y. 
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The Nestle Co., Inc., White Plains, N. Y. 
Rockwood & Co., Brooklyn, N. Y. 
A. N. Stollwerck, Inc., Camden, N. J. 
C. J. Van Houten & Zoon, Inc., New York, N. Y. 
Van Leer Chocolate Corp., Jersey City, N. J. 
Washington Chocolate Co., Seattle, Wash. 
Wilbur-Suchard Chocolate Co., Lititz, Pa. 
The Cuarrman. We will now hear from Mr. Don Mahon, repre- 
senting the National Independent Union Council and the National 
Brotherhood of Packinghouse Workers. 


STATEMENT OF DON MAHON, PRESIDENT, NATIONAL BROTHER- 
HOOD OF PACKINGHOUSE WORKERS, AND SECRETARY, NA- 
TIONAL INDEPENDENT UNION COUNCIL, DES MOINES, IOWA, 
ACCOMPANIED BY ROGER M. RETTIG, PRESIDENT, ELECTRICAL 
WORKERS INDEPENDENT UNION, ST. LOUIS, MO. 


Mr. Manon. Mr. Chairman, I am Don Mahon. My home is Des 
Moines, Iowa. I am president of the National Brotherhood of 
Packinghouse Workers, and secretary of the National Independent 
Union Council. 

With your permission, | would:like to have Mr. Roger Rettig of 
St. Louis, appear with me. He is president of the Electrical Work- 
ers Independent Union. He might be in a position to answer ques- 
tions. 

The Cuarrman. All right. You gentlemen are recognized. You 
may proceed with your prepared statement without interruption. 

Mr. Manon. Mr. Chairman, I am appearing in behalf of the mem- 
bers of the National Independent Union Council, who are vitally 
concerned with respect to the security of our Nation during this 
critical period and in the event of an all-out war. 

In being in opposition to H. R. 1, we believe it is lacking in proteec- 
tion for our national defense and our domestic economy. Past 
experience has proven that the existing tariff law is inadequate in 
this respect. 

Many industries, in which our members are employed, have suffered 
loss of+business due to foreign competition, which has resulted in the 
unemployment of many of our members. 

For example, the highly skilled electrical industry has been seriously 
affected by the present tariff laws. Nothing is more vital to our 
national defense than the supply of electricity. This supply cannot 
be maintained, or increased during national emergency, without power 
transformers. 

During the last year and a half, practically all large power trans- 
formers purchased by our government have been bought in Europe. 
The 1214 percent tariff on transformers has by no means been any 
protection from foreign competition, when the wage rates paid by 
the European firms are approximately one-fourth of that paid to 
skilled transformer employees in this country. 

There are many items manufactured in this country where the 
producer has no trouble competing with foreign a seman but the 
power transformer industry is not one of these. Each power trans- 
former is custom built, which requires separate designing, 90 per- 
cent of the work performed is handwork. These factors all tend 
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to raise the percentage of labor cost, which eventually becomes a large 
portion of the total cost. Industries which produce millions of pieces 
from one design, on mass production machinery, may not have this 
problem. 

In February 1954, a comparison of wage rates, in the transformer 
industry, in this country and foreign countries was made. It was 
found that foreign rates ranged from 33 cents per hour to 56 cents 
per hour, while the companies employing our members were paying an 
average rate of $2.20 per hour. Since labor costs are such a large 
portion of the total cost of a power transformer, it is apparent that 
the only solution is a higher tariff to protect. American. firms. and 
workers. 

Transformers, like all electrical equipment, are subject to failure 
and in many cases the coils and cores of these units must be sent back 
to the manufacturer for repairs. The necessity of sending a 200-ton 
transformer back to Europe for repairs, during time of war, would 
certainly be a hindrance to our war effort. 

At the present time the United States Government has an order 
placed with an English manufacturer for ten 103,000 kilovolt- 
ampere power transformers for future delivery. I am sure we would 
experience considerable difficulty getting delivery on these units if an 
all-out war should occur. 

Another point to consider is that parts for these units, which are 
manufactured by European firms, are made on different engineering 
standards than those used in the United States, and these parts are 
not replaceable by any manufacturer in this country. 

Keeping trained men in this essential industry is definitely an asset 
to our national defense, as it requires years to train men for this work. 
Layoffs in the industry have already caused workmen to seek jobs 
in other types of industry. There would not be time to train men 
for this important and highly skilled work in the event of an un- 
expected emergency. 

We realize that this Government should help our allies to 
strengthen their economy, but not at the expense of our own economy 
and national security. We also realize you have no intention of doing 
this, but if measures are not incorporated into our tariff laws to cor- 
reet this unfair foreign competition, you will be harming our economy 
and security unintentionally, and the result will be the same. 

We know that you are vitally concerned with the unemployment 
situation and hope you will amend the tariff law to protect the Ameri- 
can wage earner. 

We have found the existing law to be particularly harmful to indi- 
vidual workers, and the members of many small unions who are a part 
of the National Independent Union Council. 

Giant corporations, with all the advantages of mass production, 
may be able to produce ample goods to compete and satisfy most of the 
country’s requirements now. In competition with cheap foreign 
labor, and resulting products, they may be able to hold their own and 
profit in some lines, at least temporarily. They undoubtedly have 
sufficient reserves to permit them to take such chances. 

In the cases we are citing we wish to emphasize the necessity for 
maintaining and protecting the skilled workers. It is important to 
stockpile this resource, too. We know this from actual experience 
during World War II and the Korean conflict. To assure victory it 
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is necessary to utilize all our resources. The talent of our skilled 
workers cannot be available if they are forced out of their craft due 
to an influx of cheap foreign products. In such case they must seek 
other means of livelihood and are thus lost to the industries we cite. 

The same is true of the small plants, personnel and production 
facilities, designed to handle the work performed by our members. 
Enactment of H. R. 1 would certainly jeopardize this reservoir of 
skilled men and facilities for production. Unless we protect these 
reserves now they will not. be available in case of a showdown. Re- 
serves, as you know, are the difference that usually determines who 
wins the last battle. This has always proved to be true in the battle 
of production for defense. 

We have called your specific attention to the electric transformer 
industry. True, it is only one link in the long chain of defense. Un- 
questionably, it is a very vulnerable and vital link. Certainly an 
enemy would strike at our power facilities first if they could. You 
need not be an engineer to realize and appreciate the results wherever 
it is knocked out. Without electricity the clock would stop. So 
would almost everything else in this country. Without readily avail- 
able transformer replacements, and skilled men to operate the repro- 
duction facilities, this vital service would be sadly crippled. It is 
quite possible that the foreign countries, who can swamp us with their 
products now, might not be able or inclined to produce replacements. 
Also, their production might all be needed for their own requirements, 
and replacements. For example: In case both our houses are on 
fire at the same time, we can hardly expect our neighbors to give us 
their only extinguisher. 

In addition to heavy electrical equipment we also call your attention 
to the skilled workers and facilities necessary in the production of 
electrical gages and instruments. Many of their component parts 
are produced by our members who are employed in the electronics 
field. They are comparable to the skilled workers in the watchmaking 
industry when considered in relation to the production of highly 
complicated aircraft and jet engine instruments. Likewise, in con- 
nection with the atomic energy program. Foreign factories for the 
production of these instruments, intended for sale in the United 
States, are springing up. They make a cheaper instrument largely 
because of the lower cost of labor. Proof of the influx of this com- 
petition is best illustrated by the reduced forces in plants producing 
such instruments in this country. This, in spite of the alleged in- 
crease in research, experimentation and production in these fields so 
important to our defense program. Preservation of the skill of these 
workers in the United States should receive careful consideration. 

Reasons stated for our opposition to H. R. 1 are of vital importance 
to all Americans including our members. We feel that consequences 
resulting from passage would be even more serious than apparent at 
the present. 

Higher standards of living and increased production records are 
a source of pride for all of us. When such accomplishments also 
result in increased defense facilities it appears very unwise to take a 
course that would threaten either. 

We trust that your consideration and action with respect to H. R. 
1, and related legislation, will take these serious consequences under 
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full consideration. It is our position that the responsibility for 
preserving and maintaining our resources, in skilled workers and 
production facilities, should be determined by our elected repre- 
sentatives. 

The CuHatrrMan. Does that complete your statement, Mr. Mahon? 

Mr. Manon. Yes, sir; it does. 

The Cuarraan. Just allow me te ask, for information: You are 
listed here as speaking in behalf of the National Independent Union 
Council and the National Brotherhood of Packimghouse Workers; 
and your statement related to transformers. I was wondering what 
the connection was. 

Mr. Manon. Sir, I am the president of the National Brotherhood of 
Packinghouse Workers. I merely so identified myself. We have not 
»resented a statement from the National Brotherhood on this particu- 
int question as yet. I am acting also as Secretary for the National 
Independent Union Council, and these electrical workers’ unions, the 
independents, are affiliated with the council. 

Mr. Rettig is the president of*the Electrical Workers Independent 
Union, and if you have special questions in that field, he might be 
able to give you a better answer. 

The Cuarrman. No, I was just trying to get the connection between 
packinghouse workers and transformers. 

Mr. Manon. The National Brotherhood of Packinghouse Workers 
is an independent union, and as such, I wanted to identify myself as its 
president, sir. 

The Cuareman, Allright. Wethank you for your appearance and 
the information given the committee. 

Any questions ¢ 

Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Stmpson. Mr. Mahon, you gentlemen are bringing the personal 
element to the committee that the people with whom you work through 
your trade union council are losmg employment or are apt to lose 
employment because of the impact of unwise foreign trade treaties, 
if [understand you correctly. 

Mr. Manon. That is correct. There are a number of them out of 
work. 

Mr. Simpson. I would like to inquire on that point: Are there a 
number out of work now ? 

Mr. Rerrie. Mr. Chairman, if I may: The company that employs 
the members of the Electrical Workers Union at present has approxi- 
mately 10 percent ‘of their employees laid off, but within a month or 
two we expect that percentage to double, due to the fact that they 
have lost these contracts that have gone to such places as English 
Electric and to other countries. 

Mr. Stupson. And, of course, what you are here for is the hope that 
the work will be retained in the United States and over and above that 
vou fear that if we lose the skill in making those machines we will 
be doing irreparable damage to our country in time of emergency. 
Is that correct ? ; 

Mr. Rerric. That is correct. It takes years to train a man who can 
wind and assemble transformers. A man is never put on winding 
of transformers until his with the company at least 8 years. 
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Mr. Srwpson. And if we lose the skill and depend upon foreign pro- 
ducers for those items in case-of an emergency we would net be able 
to replace them. 

Mr. Rerrie. That is correct. 

Mr. Simpson. Thank you very much. 

Mr. Manon. May I add to that, Congressman‘ I also mentioned 
these fine instruments that are used, and I refer specifically to the 
Western Corporation in Newark, N. J. Our members are employed 
by that company, too, and a great number of them are now out of 
work as a result of similar conditions, according to information they 
have sent us. 

Mr. Srwpson. Thank you. Undoubtedly there are many different 
areas where the same arguments apply. 

The CuHairmMan. We thank you, gentlemen, for your appearance and 
the information given the committee. 

Mr. Manon. Thank you. 

(The following letter was submitted for the record :) 


THE NATIONAL INDEPENDENT MEAT PACKERS ASSOCIATION 
Washington, D. C., February 4, 1955. 


Re H. R. 1, Trade Agreements Extension Bill, 1955 


Hon. JERE Cooper, 
Chairman, Committee on Ways and Means, House of Representatives, 
Washington, D. C. 

Dear Sir: I have not asked to appear as a witness in this matter because 
our association has not decided to take any position as to the extent to which 
trade policy should be in the hands of the Congress and to what extent it should 
be in the hands of the Executive. The policy affects the interests of the Nation 
so deeply that we would hope that Congress would keep control of the matter. 

Our principal concern relates to the importation of meat products from abroad 
which hurts our farmers and our processors. Your committee will recognize 
that there is now an abundant supply of meat in the United States. In spite 
of this abundance, pork imports from Europe are in the neighborhood of 100 
million pounds per year and are showing an alarming increase. About one-fifth 
of these imports come from behind the Iron Curtain, namely, from Communist 
Poland. It is difficult for us to understand why American farmers and Amer- 
ican processors should be hurt by importations from Communist sources. Our 
processors of beef and veal have been hurt in the past by importations from 
Canada‘and Mexico. While these are both friendly nations, it is not clear to us 
why importations of beef and veal should be encouraged if the domestic supply 
is abundant, as it is today. 

I shall be indebted to you if you will make this letter a part of your record. 

Yours very truly, 
Wizeur La Roe, Jr. 

The Cuarrman. The next witness is Dr. Lev E. Dobriansky. 

Come forward, please, sir. Will you please give your name and 


address and the capacity in which you appear for the benefit of the 
record ? 


STATEMENT OF DR. LEV E. DOBRIANSKY, PROFESSOR OF ECO- 
NOMICS, GEORGETOWN UNIVERSITY, AND PRESIDENT, UKRAIN- 
IAN CONGRESS COMMITTEE OF AMERICA 


Dr. Dosrtansky. My name is Lev E. Dobriansky, professor of eco- 
nomics at Georgetown University, and president of the Ukrainian 
Congress Committee of America. I would like to have this oppor- 
tunity to read my statement, sir. 
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The Cuatmrman. You are recognized and may proceed with your 
prepared statement. 

Dr. Dosrtansky. In these concluding moments of the hearings I 
deem it a privilege to be given this opportunity to testify on certain 
vitally important aspects of H. R. 1, the Trade Agreements Extension 
Act of 1955, which, by way of contrary opinion, have been alluded to 
in the testimonies of two members of the administration who ap- 

eared before this committee on the initial stages of its proceedings. 
roper and sound consideration of these elements is so crucial to the 
strategic interests of our country that the rationally ordered points 
of a program of action as submitted below cannot be too strongly 
emphasized. 
ause of the patent need of concentrating our studied attention 
on these fundamental aspects, it is not my purpose here to elaborate 
any personal observations or opinions on the overall advisability of 
the legislation now being considered. However, I would like to point 
out that extreme care and caution should be taken in pursuing a legis- 
lative course that suggests at this time the adoption of a national 
policy directed at a general reduction and eventual elimination of 
tariffs. The criteria for the judicious exercise of this care are surely 
not to be found in the counting of proponent and opponent noses nor 
in the relative amounts of high-sounding cliches, which often shield 
much fallacious argumentative content, nor even in comparative sets 
of particularist statistics presented as “proofs” of given points. In- 
stead, ultimately they can only reside in certain rationally formed 
guides of thought attuned to a synthetic oepronee to the problem of 
expanded free world trade in the historical circumstances that sur- 
round us today. 

At this point I should like to submit for the record and the careful 
examination of the members of this committee a compact readable 
summary, the Free Trade Ideal, of studies which I had undertaken 
in the intelligible light of this flexible approach. Furnishing an 
economic rationale of the tariff as an effective instrument of counter- 
vailing power to conserve the multiple sources of our expansive do- 
mestic (regional) activity, it treats of all the essential arguments that 
have doubtlessly been presented here in support of this bill, and also 
explains fully the grounds underlying the opinion stated above. 

Mr. Chairman, I wonder if I shay ave permission to submit this 


for the record concerning sonie of the so-called protectionist and free- 
trade arguments, and representing this synthetic approach to this 
problem, which I prepared last year very much in anticipation of 
these proceedings. 

The Cuarrman. Without objection, it may go in. 

(The material referred to follows :) 


Tue Free Trape Ipeau 


(By Lev E. Dobriansky, Ph. D., Georgetown University associate professor of 
economics) 


Most of us are given to some ideals of behavior. The free-trade ideal is 
surely one of them. Here in America we breathe and live by this ideal. In 
notable measure we have realized the ideal of free trade. However, as with 
all ideals cast on broader horizons, wisdom often enters to discern their limits 
of realization and fulfillment in real contexts of life. We know from our own 
diverse experiences that without the leverage of wisdom a disillusioning un- 
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realism invariably emerges to blacken the very ideals we seek to realize. On 
the level of nations contemporary history is replete with instances of ideals 
shattered by the absence of wisdom. Whether exercised in the field of applied 
economics or elsewhere, wisdom is essentially the power of constructive adapta- 
tion to the limiting forces of reality. 


The lever of economic wisdom 


The need ofor economic wisdom is perhaps nowhere more pressing at the 
moment than in the field of our international economic relations. There is a 
great ideal of unrealism in current discussions on the formulation of a sound 
American foreign economic policy. Undoubtedly, contributing most of this ele- 
ment of unrealism is the common misconception that the issue is merely one 
of free trade versus protectionism, that it involves simply a revival of the old 
tariff controversies of the past, and that one is either for “international coopera- 
tion” via free trade or “economic isolationism” through the retention of trade 
barriers. To say the least, such an outlook is based on a gross oversimplification 
of the problem confronting us today. To pose the issue of an adequate foreign 
economic policy in these specious terms is to ignore the many real economic 
and political determinants that dynamically serve to form the complicated 
structure and contours of our economy in relation to other economic organisms. 
Furthermore, it overlooks entirely another perspective of thought which repre- 
sents a more synthetic and realistic approach to the problem. An approach 
capable of reconciling many of the divergent views maintained on the subject 
aand of providing us with the necessary theoretic basis for a sound foreign 
economic policy. 

When one examines this foreign economic problem from a number of essential 
angles, he cannot but be deeply impressed by the dominant fact that there are 
no simple poles of opposition between free trade and protectionism. The avoid- 
ance of this guiding fact places many in a rut of thought from which there 
appears to be no escape. On the other hand, the appreciative recognition of this 
basic fact liberates one to synthesize and blend the good and valid points of 
each in an evolving theory of countervailing power as applied to our international 
economic relations. It is not just a process of thought seeking a middle ground 
between the two poles, as a sort of compromise, but rather one sublimating the 


legitimate aspects of each on a higher theoretic plane for successful economic 
action. 


Conventional views in the light of a superior approach 


From.this viewpoint, many of the usual assertions made by either camp assume 
a different complexion. But before we examine some of these views in greater 
detail later, let us briefly consider a few here in the tentative light of this 
approach. Now, it is almost needless to state that our leadership among the free 
nations of the world requires a foreign economic policy which will serve as an 
adequate counterpart to the political framework of our general foreign policy. 
If, as it is frequently asserted, a protectionist trade policy is divisive, it is equally 
plausible that a free-trade policy would be, by virtue of its disruptive conse- 
quences, similarly divisive, perhaps even more so. 

Contrary to the pretensions of the free-trade proponents, the free-trade thesis 
has no monopoly on the spirit and workings of international cooperation and 
amity. It is, of course, of interest to all of us to have more expanded trade, but 
it does not necessarily follow that the avenue of free trade is the practicable 
way to achieve it. In a real sense the bastion of world freedom, the United 
States must at all costs maintain a healthy and highly active economy with 
the least amount of friction and dislocation in its internal structure. Only by 
achieving this can this country hope for expanded trade, strengthen the ties 
of international cooperation, and thwart Russian Communist ambitions for 
world conquest. This is the fundamental orientation and end of an adequate 
foreign economic policy. A policy of free trade falls short of this requirement. 

No doubt, you have also heard the argument advanced that the long-run 
benefits of free trade far outweigh the short-run inconveniences to protected 
groups. Sometimes this argument is spiced with moralistic indignation directed 
at the “special industrial interests” in our country. This, too, is a most ques- 
tionable claim. Where the short-run ends and the long-run begins has been a 
source of speculation to economists for some time now. Moreover, it is generally 
acknowledged now that the multiplying effects of “short-run” disruptions may 
well result in “long-run” disbenefits. This argument on long-run benefits is 
ordinarily the conclusion of a model analysis of what ought to be rather than 
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what is. Because of numerous variables at work, such as the ratio of imports 
to domestic production, the organization of industry here:and abroad, the 
nature of the demand for the commodity in question, etc., it is difficult enough 
to estimate with fair accuracy the effects of imports upon specific lines of pro- 
duction. It would require omniscience to trace their ultimate effects through 
the intricate network of our economy. There is little room for doubt, however, 
that the complete adoption of a free-trade policy would engender great disbene- 
fit. And in the world complex that we find ourselves today, the element 
of immediacy in our planning and in our actions is the determining one. . Serious 
“short-run” mistakes and disbenefits might well multiply into “long-run” disaster. 


The real issue defined 


The issue, again, is certainly not one of serving any “special industrial in- 
terests” in the country. This reduces our thinking on the subject to the familiar 
rut of free trade versus protectionism. And the plain fact is that many “special 
industrial interests” have grouped themselves about one or the other pole. 
To repeat, the issue, fundamentally an institutional one, revolves about the 
formation of a foreign economic policy conducive to the indispensable main- 
tenance of maximum possible activity in our economy. At this point it. is 
necessary only to define the issue. Its significance and guiding influence will 
become more evident in the course of our treatment of the foremost aspects 
of this problem. We should bear it in mind, however, throughout our discussion, 

Another favorite view that crops up in general discussion is that the United 
States is a high trade barrier country. The only possible basis of justification 
for this view is the free-trade ideal itself. In the real context of international 
economic affairs, however, it finds no justification. In comparison with those 
in most other nations, the trade barriers in this country are quite low. Despite 
the fact that we are not nearly so dependent on foreign trade as many other 
countries, we have taken the lead in the program to liberalize trade practices. 
Since 1933 we have experienced drastic reductions in tariffs, and as compared 
to Europe, the United States comes close to being a free-trade country. Under 
the reciprocal trade agreements program of the past 20 years, there has been 
a sharp reduction in tariffs, approximately 46 percent from average rates between 
1934 and 1945 and a futher average reduction of 25 percent between 1945 and 
1951. Concessions by 1949 had covered about 95 percent of our dutiable im- 
ports. And our 4.9 percent ratio of duties to all imports compares favorably 
with the ratios of other countries, the average for 15 of them being 13.1 percent. 


Focus on the issue 


Some are prone to infer from this development that since there las been no 
great effect on industry, we should continue along this path to a rapid adoption 
of the free trade policy. Logically, of course, it does not follow that no great 
effect on our industry would result, should we accept this recommendation. By 
analogy, we experienced the same industrial progress with a rapid accumula- 
tion of governmental debt, yet it would obviously be foolhardy for us to lose 
our sense of restraint and caution governing a further expansion of our na- 
tional debt. The inescapable fact is that with reductions in tariffs, men, indi- 
vidual industries, and individual investors do get hurt. The danger of these 
effects is in their impact upon the total activity of the economy, as reflected in 
volumes of income, employment, expenditures for investment, and consumption 
and the like. The integrated nature of the whole economic organism stands to 
accelerate and magnify this impact. As you see, this brings us face to face 
with the issue as defined above. 

In addition to these preliminary considerations, the apt distinction between 
free trade and freedom of trade and the incremental importance of foreign 
trade to our economy should be noted. | Free trade and freedom of trade are not 
identical. The significant difference between them leads one to question further 
the wisdom of those who, somewhat thoughtlessly, advocate the one-sided free- 
trade position. As commonly understood, free trade means the abolition of pro- 
tective tariffs. Freedom of trade, on the other hand, is a broader concept sig- 
nifying the freedom of people to produce and exchange wealth with other people 
and to make their own bargains at their own risk and as they see fit, with no 
direct intervention of government. The removal of tariffs and preferences does 
not mean freedom of trade so long as countries designate through quantitative 
restrictions what can be imported or exported over given periods of time. As 
compared with systems of absolute control, involving state trading, quotas, im- 
port and export licenses, subsidies, etc., it is generally agreed among economists 
that the mildest form of foreign-trade regulation is the import-tariff system. 
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It would.seeém, therefore, that our national leadership should be expressed not 
only toward the necessary conservation of the springs of économic-expansion and 
growth within our own economy but also toward the expansion of freedom of 
trade in the non-Communist world. These objectives of a sound foreign economic 
policy demand for their fulfillment a theoretic approach that neither free trade 
nor protectionism in themselves can provide. 


Incremental significance of foreign trade 


Bearing these several introductory points in mind, one should not be misled 
by the relatively low figures of American foreign trade to believe that it is of 
unimportance to our economy. It is trie that in comparison with our vast 
domestic production, the volume of our foreign trade is small. In 1951, for 
example, our exports amounted to $14.9 billion, or 4.5 percent of our gross 
national product in that year, and our imports were $10.8 billion, or 3.3 percent. 
Of the total trade of the free world, our exports range about 20 percent and 
our imports in the neighborhood of 15 percent. Now, although our imports 
relative to gross national product are small, in terms of incremental significance 
they are of vast importance, particularly in the case of raw materials which 
we do not produce. To manufacture American automobiles, for instance, some 
300 different materials from 56 countries are imported. Certain imported mate- 
rials, like natural rubber, tin, mercury, tungsten, and numerous other products, 
are vital to the security of our Nation. In the export field, certain industries 
are greatly dependent for their profitable existence on sustained levels of exports. 
We are not a self-sufficient nation in any complete sense of the term. How- 
ever, as some are inclined to do, to draw from this the necessity for free trade 
is to blindly substitute the ideal for wisdom itself. 

The full import of these early observations will become more evident as we 
look into the major areas of discussion surrounding our foreign economic 
policy#. Legieally- prior’ to'all others is that which deals with certain theoretic 
directions governing the discussion. Needless to say, without the guidance of 
a Working theory one can lose himself in the morass of disconnected facts. 
To appreciate the idealism involved in the free-trade ideal, it is obviously neces- 
sary to investigate the idea upon which much of the emotional fervor is based. 
Following this, a more concrete analysis can then be undertaken to demonstrate 
further the acute limitations of the free-trade idea and the pressing need for 
wisdom as a conciliating agent between the ideal and the real. 


I. THE FREE-TRADE IDEA 


Popularizers of the free-trade idea have the tendency to abstract from history 
as they do from the field of organic economy those elements which fit into their 
set of preconceptions. Often the false impression is conveyed that in the history 
of modern economic thought, all the outstanding economists have been in agree- 
ment on the free-trade idea and the disutility of the tariff. It is true that those 
who subscribed to the classical school of economic thought, gave their support 
to the idea. But this and its successor do not exhaust this history. The 
American economist, Henry C. Carey; the German, Friedrich List; Alexander 
Hamilton, an economic thinker in his own right: and numerous others saw the 
importance of the tariff as an instrument for national economic growth. Even 
among the freetraders no complete agreement on the idea prevailed. Some of 
the eminent ones, like John Stuart Mill, Alfred Marshall, Edgeworth, and Taussig, 
acknowledged the fact that a country substituting free trade for protection on 
a unilateral basis would suffer adverse terms of trade. In the most recent 
period, particularly since 1930, a definite agnosticism has developed among 
economists in regard to the free-trade belief. This has been deepened by the 
institution of new forms of protection, like exchange and import and export 
controls, which by comparison render a properly administered tariff virtually 
harmless. 

This development has been evident to many students of the subject. One 
scholar observes that “in recent years a number of reputable economists have 
come forth with strong arguments in favor of trade and exchange discrimination. 
It is not enough for economists of the free-trade school to refute arguments by an 
application of the principles of classical economics, since the proponents of trade 
discrimination usually begin by denying the classical postulates.” ’ This denial 
arises from the discordance existing between these postulates and concrete 
realities in the economic world. In the case of the United States. whether we 


1 Prof. Raymond J. Mikesell, Review of Eeonomics and Statistics, August 1950 
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wish to recognize it or not, the historical fact is that its economic strength has 
been founded upon tariff protection coupled with the development of an economy 
which is self-stimulating and structurally well balanced in its variegated industry 
and agriculture. Commenting on the character of our economy, an English 
economist states that “the United States is the classical economist’s headache 
because it is a great country with an enormous economic potential, with almost 
complete economic sufficiency, and at the same time it is a great exporting 
country.” 

It is also the habit of free trade advocates to cite Great Britain as an illus- 
tration of what can be expected with a free trade policy. Initiated in mid- 
nineteenth century, this policy was pursued by Britain until World War I. Dur- 
ing this course of time, there was comparative peace in the world. These two 
general facts are usually combined by the freetraders to form the spurious 
thesis that theirs alone is a policy leading to peace. Aside from the interesting 
question of the ability of free trade to carve out an enduring peace with aggres- 
sive Russian communism, the thought that perhaps Great Britain was able to 
experiment with free trade because of the existence of general peace, seems to 
escape them. With the defeat of its chief rival in empire building, namely France, 
it was assured at the beginning of the nineteenth century an extensive period of 
unchallenged supremacy. Moreover, the historical and economic circumstances 
surrounding Great Britain at that time and those of the United States now are 
scarcely parallel. Britain, not being a rich area in natural resources, was heavily 
dependent on imports, while the opposite is true of the United States. When the 
former embarked upon free trade, other countries, such as France, the customs- 
united German States, the Netherlands, etc., were likewise liberalizing their trade 
policies. This is hardly the situation confronting the United States today. Some 
of the results of Britain’s experience, in the form of an unbalanced economy 
and technologie stagnation, furnish food for thought on the free-trade idea. 


The idea behind the ideal 


The idea behind the ideal of free trade is an attractive one and a simple one. 
Its instant attraction for Americans is a natural one because in a’ given sense 
we are all freetraders. Our entire economic development and industrial prog- 
ress are a fabulous expression of the free-trade idea itself. While protected 
from without, our economy developed into a largely independent organism with a 
remarkably balanced interdependence of parts on the basis of the essential prin- 
ciples constituting the free-trade idea. Our socioeconomic philosophy lends 
vivid expression to the free-trade idea, generalizing it in the free market opera- 
tion, competition, specialization, and a minimum of governmental interference. 
In the international realm today, our position is a peculiar and difficult one as a 
result of this magnificent tradition. We are the only major power committed 
to the preservation of these institutional forms and to the idea that the channels 
of international trade be reserved for individuals rather than states. In short, 
the free-trade idea is our ideal, but, again, wisdom demands that we recognize 
its field of application. In doing so, we incur no logical inconsistency, as it is 
sometimes charged. Above all, we display a consistency with reality. 

The free-trade idea is also a simple one for us because we understand it in 
practice and experience. A teacher in the classroom usually has no difficulty 
in conveying it to his students once the postulates are given and national borders 
are erased in the model analysis. His instruction would, of course, prove to be 
sterile if he failed to make the necessary theoretic shift to the concrete actuali- 
ties which so often furnish stubborn resistance to the controlling ideas of the 
economist. Unfortunately, too often this is the case with popular expositions 
of the free-trade idea. 


Comparative advantage 


The essential principle of the free-trade idea is one that we find at work in 
our daily lives. This is the principle of comparative advantage which makes 
specialization possible. In brief, this principle states that with each individual 
producing that which he is most efficient in, through the process of exchange 
all will gain more. This entails specialization and the devotion of one’s ener- 
gies to the particular task which by material advantage or talent we are best 
in performing. You may, for example, be quite skillful in gardening or tailor- 
ing or some other form of labor, but you are also a highly skilled machinist pro- 
ducing a product with a higher return to you. Although you may be more pro- 


2 Barbara Ward, National Peace Council, 1942, 
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ductive than others in some of these other occupations, it would be to your 
advantage to concentrate on your work as a machinist and depend on the labors 
of others. As a final balance, it would be to the greatest advantage of all since 
more will be produced and more will be exchanged as a result of each attending 
to the work in which he is most efficient. In essential part, this is the history 
of America. 

Translated in terms of nations, the full operation of this principle would lead 
to the flow of labor and capital into those occupations yielding the highest re- 
turns. In varying degrees, as our machinist above, one country may be more 
produetive than’ #nother in innumerable lines of employment of resources, but 
it does not mean, in terms of greatest advantage, that it should produce in all 
of these lines. Rather, for the greatest advantage, it should concentrate in those 
areas where it is most efficient and enjoys the highest levels of productivity. 
This process of specialization may even entail the complete dependence of one 
country upon another for its supply of certain commodities in which it has a 
natural superiority. As a principle of economic knowledge, comparative ad- 
vantage is a premising truth. However, economic knowledge is not made up 
solely of first principles elucidated in hypothetical contexts with Robinson 
Crusoe characters. Nor is the relative productivity criterion wholly adequate 
for the purpose of solving several of our basic institutional economic problems, 
which consideration of an adequate foreign economic policy can scarcely ignore. 

With this principled premise the simple picture of the free-trade idea in ac- 
tion comes into being. If, for instance, an American manufacturer sells shoes 
at $15 a pair, and an English firm can sell here shoes of the same quality and 
construction for $10,,it would be of apparent consumer advantage to be able to 
buy English-made shoes. The duty of $5 necessary to keep the former in busi- 
ness is thus eliminated. Unable to meet this competition, the American manu- 
facturer goes out of business and thousands of workers find themselves unem- 
ployed. The consumer, however, now can purchase shoes for less money or, 
perhaps, better ones for the same amount. If he spends $10 on shoes, he will 
have $5 left over to buy something else. These $5 spent on other products will 
contribute to employment in a number of other industries in the United States. 
The $10 spent on English shoes will equip the Englishman with dollars to buy 
American goods here, causing us to export more American goods and to employ 
more in our more efficient industries, be they the automobile, washing machine 
or others. The net results: Consumers in both countries gain, American em- 
ployment levels are maintained, American and British production has risen, and 
labor and capital in each country are more fully employed in those lines in 
which they can perform best. 

In contrast, the existence of the tariff deters this increase in productivity 
because it prevents the shift of resources to more productive uses. By deflecting 
capital and labor from those areas where they can be more efficient in use, it 
works to reduce their average productivity and, therefore, their return in in- 
terest and wages. It is held, too, that the tariff has a further adverse effect on 
productivity because it curbs the added competition, brought about by net in- 
creases in the employment of factors, from stimulating improvements in pro- 
ductivity in our less productive industries. And, of course, it taxes the con- 
sumer who otherwise would possess greater purchasing power. Extraneous as- 
sertions, as found in popular pamphlets, about the immorality of tariffs, their 
contagious nature for other forms of price control, and as a political force of 
disunity belong to rhetoric rather than to seasoned analysis. 


Assumptions of black and white analysis 


In this abstract and mechanical mold of analysis, the free-trade idea is ob- 
vious ideal. What American consumer would not want to buy things more 
cheaply? Who, with a social viewpoint, would oppose the raising of our stand- 
ard of living through the increase of labor productivity, resulting from a more 
efficient use of our resources, capital accumulation and new inventions and im- 
provements? Need it be mentioned that all of us would be happy to pay less 
taxes, including the tariff form. What would be ideal, unfortunately, cannot 
always be real. For didactic purposes in the classroom, this mode of analysis 
is indispensable. However, it is only the starting point for a more concrete 
analysis that must square off several underlying assumptions with the demands 
of socioeconomic reality. 

Proponents of the free-trade idea continually remind us that we must not stop 
at the first visible and immediate effects of tariff reduction, but must look to 
its subsequent effects on all the producers and consumers. Now this sound ap 





2340 TRADE AGREEMENTS EXTENSION 


proach is,assumed by students who do not. fully accept the fre@trade idea 
because of the many possible consequences, “both imrhediate and” subsequent,” 
resulting from its thorough application. The basic assumption of the idea 
that there is a perfect mobility of resources, both capital and labor, finding their 
way in reasonable time into the more efficient areas, ignores many institutional 
factors that undermine this general assumption. In the actual world of eco- 
nomic arrangements there isn’t the automatic response to the changes described 
in our model. Frictions usually ensue, and if they become sufficiently general- 
ized, serious regional unemployment can emerge to the detriment of the econ- 
omy as a whole. Thus the conclusion of compensating activity, as arrived at 
in the model, is no more.tenable than the assumption upon which it is ulti- 
mately based. This matter of sustained.activity in all the interdependent sectors 
of our economy is crucial to an adequate foreign economic policy. 

In essence, the dislocations produced by substantial tariff reductions are like 
those caused by technological change. To prevent a mass displacement of work- 
ers, labor and capital intelligently cooperate in certain industries on a control of 
such change. From a particularist productivity viewpoint, it would be argued 
that this curtails efficiency from what would be the case. From a broader insti- 
tutional viewpoint, by far more serious harm than this would eventnate in the 
form of general reduced activity. It is noteworthy that only in the last decade 
or two have economists generally come to recognize the importance of tech- 
nological unemployment as a disruptive force to economic stability. The pre- 
vious classical explanation that this type of unemployment was merely “tem- 
porary,” is the same employed in the model analysis, and is subject to the same 
empirical criticism. By virtue of greater technologic efficiency, lowered costs, 
and thus lower prices, the consumer would have more money to spend on other 
things, whereby production and employment on them would increase. Yet 
pockets of unemployment could remain. 

Informed “free trade” advocates now appreciate this problem, and have ad- 
vanced a variety of qualifications to the application of the idea. Some speal: 
in terms of freer trade, instead of free trade. Many would experiment with the 
idea in selected cases. Others would generalize it more but over a period of 
time, say 20 years. Few appear to call for sudden changes in the tariff or whole- 
sale revisions downward. In majority this would seem to represent a cautious 
hesitancy in their pursuit of the ideal. The fact is that the protective tariff 
today does play the positive role of protecting our economy from serious effects 
on activity in integral areas that would be affected by industrial disarrangements 
caused by foreign competition. 

Another assumption in the model analysis is the notion that the productivity 
criterion represents our sole guide in determining the best possible results in 
our economic action. In a void of problems of social organization and arrange- 
ment, this easily applies. - Efficiency in quantitative terms of input and output 
and comparative advantage are ruling determinants. However, when the econ- 
omy as a whole is realistically viewed as a basically independent and highly 
integrated organism, with intricate interdependent parts, one affected by. the 
activity of the other, the matter of economic efficiency takes on an institutional 
dimension. Under the condition where the whole is greater than the sum of its 
parts, the dynamic nature of our free economy demands sustained and expand- 
ing activity, as reflected in increasing expenditures, successive innovations, 
population growth, etc. Structural and institutional adjustments necessitated 
by changes in technology, consumer tastes, and the like are accommodated with 
less friction and resistance under such conditions of sustained activity, and in 
turn contribute to the expansion of this total activity in what constitute emergent 
vistas of the new economic frontiers. 


Activity more inclusive and important than productivity 


This understanding of the predominant qualities of our economy shows that 
the criterion of activity is even more important than that of productivity, al- 
though, of course, the two are interwoven. The conservation of this activity, in 
order to permit its own expansion in the necessary forward thrusts of the econ- 
omy, is basic to the prosperity, stability, and growth of the economic organism. 
A substantial lessening of activity in one or a combination of sectors is capable of 
initiating a downward spiral in general economic activity where productivity 
would searcely be a significant or restraining factor. A growing sensitivity to 
movements of activity is witnessed in the Government’s concern over the appear- 
ance of any pockets of unemployment and troughs of recession in the economy and 
in the economist’s preoccupation with selective controls to manage such appear- 
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ances. Thus the thought of considering the adequacy of our foreign economic 
policy solely from the productivity angle bears on a half-truth, and at that. the 
less important one. The protection of the multiple sources of our activity is even 
more essential, and the tariff becomes the instrument of countervailing power to 
achieve this greater end. 

The economic simplism in the model of free trade is further borne out by its 
assumptive disregard of specific institutional arrangements conditioning the 
ptoeesses of anterndtional frade as we find theni today. It takes two to make an 
exchange, we are told. True, and due to the exchange we benefit as consumers 
by acquiring desired, low-priced goods. Though this is an attractive appeal of 
the free-trade position, it doesn’t disclose the full truth. What is not shown is 
the real possibility that as a consequence of this initial acquisition and all the 
circumstances surrounding it, countless other consumers may be deprived of the 
ineans to acquire the goods they are accustomed to now. This will depend on the 
ingressive power of externa! institutional forces. 

Because of the real possible effects of foreign trade upon the self-feeding activ- 
ity of our economy, prudence warrants, therefore, serious consideration of the 
power of specific institutional factors to produce adverse effects. Where a coun- 
try, such as ours, is confronted by Government-sponsored monopolies, quotas, 
exchange controls, and a host of other state techniques, it is sheer rhetoric to 
urge, as many freetraders do, that we lead others into the ways of goodness by 
following the free-trade way. Indeed, there is no better way to situate our 
economy.in a vulnerable position for those very adverse ingressions that we seek 
to avoid, not’ é6nl} to the®*bénefit of Oufseives but*also, indirectly, to that of our 
allies. As reports from abroad show, there is always far more apprehension 
among our allies over the possibility of receding activity in our economy than 
over any foreign-trade measure. In short, it is a well-established fact that a 
free-enterprise country is in a position of comparative weakness in an environ- 
ment marked by a variety of violations of free-market principles. To counter- 
vail the force of these violations does not mean to perpetuate them. On the con- 
trary, countervailing power, in the form of the least objectionable instrument, 
namely the tariff, is really the practical weapon to bring about their elimination. 

Beyond this fundamental area of essential theory one could dwell at length 
on numerous other points demonstrating the ideality and impractical features 
of the free-trade idea. The ideal condition of comparative advantage, for ex- 
ample, implies the elimination of considerable industrial production in many 
regions. Our neighbor to the north, for instance, would be producing lumber 
instead of paper, iron ore instead of steel, and a number of other substituted 
products, if the rule of permitting everyone to perform that which he is most 
capable of doing were completely applied. Not much political and economic 
realism is necessary to perceive the limitations of this rule in such respects. 

In eur model of free trade there exists also the assumption of an international 
community in which nations possess a nearly comparable economic weight to 
afford the internal compensatory changes through which equilibrium is achieved. 
This assumption is hardly in accord with fact. Moreover, there is no allowance 
in the model afialysis for fairness in competition which cannot be’ Completely 
outruled from practical discussion. As we shall see later, pronounced wage dif- 
ferentials are not always reflections of relative inefficiency, and due regard must 
be given to differences in the rules of enterprise game. Presupposed, also, is 
the general condition of peace in the world so that every country, without fear 
of war, would permit changes in the pattern of its national economic existence to 
fit new lines of international specialization. The argument of national defense 
is admittedly a potent one for protectionism, but it is not a primary one. As 
observed above, the necessity of protecting the expansive activity of the economy 
precedes all others, whether in peace or under threat of war. 


More activity, more trade 


Relevant to our insistence on the conversation of sustained activity as the 
main determinant of adequacy in American foreign economic policy is the appar- 
ent negligible influence ‘of*price clianges upon the volume-of-imports. In the 
model analysis of free trade it would seem that price changes constitute the im- 
portant factor governing the volume of imports. Yet, practically all statistical 
studies on American demand for imports arrive at the common conclusion that 
in the determination of volume of. imports, the level of economic activity in the 
United States is the most important single, systematic factor. It appears, there- 
fore, that if the level of activity declines, due to monetary, fiscal, foreign eco- 
nomic or other causes, the volume of imports will tend to decline. Conversely, 
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with a rise in our activity and higher real incomes, the volume of imports will 
rise. When, for example, we experienced a recession in 1937-38, our level of 
imports declined relatively more than our level of productive activity, with no 
similar decrease in the level of exports. 

It is evident, then, that income elasticity is a determining factor that inter- 
locks with our working criterion of activity. Protection of our activity does 
not impede imports. On the contrary, it contributes to their expansion without 
importing depression of activity in general areas of the economy. But there 
are, of course, other complicating influences at work that would have to be 
taken into account in individual revisions of duties. The important thing, how- 
ever, is to keep in mind the central direction of our orientation toward the prob- 
lem, in short, our guiding theory, and with this we should be prepared to concern 
ourselves with further technical complexities. 

In dealing with individual commodities and industries, the number of selected 
factors that would have to be considered, necessarily exceed those falling within 
the general purview of a model analysis. In other words, each commodity and 
industry would have to be considered on its own merits. Price elasticity, demand 
trends, relative supply capacities, here and abroad, conversion ability, multiple- 
or single-line products, communal dependence on industries and so forth, are 
factors that complicate the problem of estimating the impact of imports upon 
individual lines of industry and area activity. Yet they require studied analysis 
if we are to realize the ends of conserving our total activity and allowing for a 
more efficient distribution of resources. In these respects the need for concrete 
facts is most urgent. 

Where, for instance, the demand for a particular product is elastic—meaning a 
greater quantity bought at any given time relative to a given difference in price— 
with other things remaining equal, the domestic market would tend to absorb 
imports of that commodity without any serious displacement of domestic produc- 
tion. On the other hand, if the demand trend over a period of time is a con- 
tracting one for a given commodity, imports of that commodity would cause sub- 
stantial displacement. On the matter of relative supply capacity, we would have 
to know the relative capabilities of both domestic and foreign producers to expand 
production. If foreign producers are more capable, then displacement here would 
be greater. Of vital importance is the extent to which communities are found 
dependent on affected industries. Thus, on the basis of these few examples, it is 
clear that much in the way of solid, factual analysis is necessary to estimate the 
possible effects of any tariff reductions. The peculiarities of different industries 
are so marked in character that they defy easy generalizations. 


A general summation 


To sum up, then, The free-trade idea in itself is an ideal. It is based on a 
series of assumptions that are not in accord with the realities of the economic 
world. If the tariff is a problem, then, in the light of the free-trade idea itself, 
it is only a meager part of a far greater problem. We must not forget that when 
the idea was applied, prior to World War I, the freer movement of goods was 
inseparably combined with the freer movements of peoples and capital. Since 
then, the world and the economic organisms within it have undergone vast 
transformation. 

This great transformation has radically altered our conceptions of the economic 
process as well. These chief conceptions necessarily underlie our thought on 
foreign economic policy as well as those on domestic economic policy, for essen- 
tially the two cannot be divorced. The major concept is the conservation of sus- 
tained activity in order to realize the further expansion of activity which is so 
necessary to the stability, health, and growth of a dynamic economie organism. 
Recessions of such activity, resulting from internal causes of adjustment, are of 
major concern to us. Similar effects on such activity, brought about by external 
causes, naturally deepen this concern. For it cannot be too strongly emphasized 
that the maintenance of sustained activity basically nourishes the sources of our 
own productivity, as found in science, technology in its broader sense, capital 
accumulation, and sound entrepreneurship. 

A depression of activity in a given area may be much greater than the sum of 
the displaced parts. Workers laid off, businesses closed down, capital written 
off as a loss are parts which bore integral status in an intricate network of 
economic relationships. The dislodgment of these parts affects unfavorably not 
only those directly involved but also those indirectly involved, namely the busi- 
ness units supplying these parts and those receiving the expenditures of the em- 
ployees in their behavior as consumers. There is no doubt about this, but there 
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is always some range of doubt about the degree of the compensatory change 
assumed to balance off this depressed activity which can actually proliferate 
itself still further. Needless to remark, change is necessary, whether induced 
by technologic innovation or foreign competition. But change executed without 
the base of sustained and expanding activity can prove to be detrimental rather 
than beneficial to the economy as a whole. In short, this base forms the en- 
vironment for economic change which, in turn, extends the scope and depth of 
the environment. 


Guides of action in foreign economic policy 


For a sound and adequate foreign economic policy, the logical consequences 
of this basic theory furnish us with significant guides of action. First, the pro- 
tection of our economic activity is indispensable to our own strength and growth. 
From the activity viewpoint, it is not enough to state that American producers, 
as a whole, have little to fear from import competition. Second, in the interest 
of such protection, the tariff serves as an effective and mild instrument of 
countervailing power. Depending on the particular circumstances of a given 
situation, both prohibitive and compensatory tariff rates should be readily used. 
Third, an adequately protected activity insures the most stable source of ex- 
panded foreign trade. Expansion of foreign trade is a function of expanding 
domestic activity. In the face of complicated restrictions elsewhere, the real 
volume of world trade has increased about 40 percent over the 1937 level, a high 
point of the thirties. 

Fourth, by definition, protected activity involves adjustments in levels of pro- 
tection, either upward or downward, as determined by both activity and pro- 
ductivity criteria, the former, of course, constituting the base of such determina- 
tion. Price elasticity, ratio of imports to domestic production and the several 
other important factors already mentioned would enter into carefully detailed 
studies. Fifth, in what amounts to a constant conciliation between the national 
interest and the integralist private interest, the general and the particular, the 
problem of tariff revision becomes selective, rather than general, in character. 
Certain duties are too high. There are some on important raw-material products 
that are not even produced in this country. Others are too low. In each case, an 
examination is required on the concrete basis of this selective approach dealing 
with individual classifications and rates. 

Sixth, because of fluctuations in activity, schemes of compensation for affected 
industries appear arbitrary in their time allowances for the displacement 
process, not to mention the complex administrative problems that they ordinarily 
imply. Usually these schemes are advanced by those seeking a general reduc- 
tion of tariffs regardless of activity changes, and thus seem to be in the nature 
of a deal, with the Government bearing the relief. burden. And finally, as a 
consistent institutional consequence, the American economy must be conceived 
as an economic region rather than a mere national economy. Richly possessed 
with resourees, balanced in structure, and uniquely self-stimulating, it has 
attained to area, and thus supranational, significance on the global scale. The 
impact of its levels of activity are felt in other parts of the world. Upon the 
stability and expansion of this activity, the opportunities for advancement and 
growth in the economic strength of America’s allies are essentially dependent. 
The fruitful materialization of these opportunities requires, however, not only 
the recovery of soundness in the economic behavior of our allies but also their 
responsible adaptation to the institutional pressures of economic regionalism 
abroad today. 

With the understanding of what it entails, we may properly call the general 
theory presented here as the theory of conservational expansionism. Demon- 
strating the importance of the economics of the tariff as a necessary source of 
countervailing power, it explains the dominant tendencies and urges of our 
economic system. It serves, therefore, as the working basis of our specific 
considerations governing both domestic and foreign economic policy. It sheds 
guiding light on many subsidiary issues that are discussed on the adequacy of 
the latter, enabling us to view these issues with balanced perspective. Let us 
consider some of these issues in this light. 


II. TRADE, NOT AID 


The presumed revival of the current “free trade vs. protectionism” contro- 
versey has been chiefly inspired by the necessity of the curtailment of American 
aid to nations in the free world. This aid, which has amounted to more than 
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$45 billion since the close of World War II, has served the purpose of supporting 
the rehabilitation efforts and the economic advancement of these nations. The 
extension of this aid has meant the expansion of American exports which other 
countries could pay for with dollars afforded through grants or loans. Now, 
with the curtailment of this aid, the cry is raised, for a variety of alleged 
reasons, that we must substitute trade for such aid in order that the foreign 
economies may have the equivalent dollar purchasing power to buy from us 
goods so.netessary to the-well-being of their economies. To do this, it is argued, 
they must be given the opportunity-to sell-to-us, which means a genetfal reduction 
of tariffs. 

This issue is another illustration of “misplaced concreteness,” gnarled in a 
good deal of myth, which results from thinking largely in terms of an ideal. 
In the manner in which it is commonly used, ‘““Trade, Not Aid” carries only slogan 
weight. Yes, from our standpoint of view, trade is always preferable to giving 
aid. But it does not logically follow that trade means free trade or the 
indefinite notion of freer trade, adapted as an expedient and comprising expres- 
sion of the former. The political nuances of the slogan are many, and each is 
equally misleading. 

The sound way to increase the volume of trade is through general increased 
activity. When, again, our national activity dipped in 1949, our imports declined 
by more than 10 percent. We noticed previously the height of real world trade in 
this postwar period. Notably contributing to this new high level has been the 
expanded activity of the economies of Western Europe, whose production, in- 
come and other rates stand well above those of the years immediately preceding 
World War II. It smacks again of perilous simplism to assume that the key to 
greater world trade is a general reduction’ or elimination “of-4merican tariffs. 
The view frequently expressed that since the United States is a creditor nation, 
others must sell to us, therefore tariffs should be generally reduced or eliminated, 
is one posited in a context redically different from that of current economic 
reality. 

Basically, the increased activity necessary for a heavier flow of trade requires 
responsible economic conduct on the part of all to release the forces of such 
activity through a greater freedom of trade and propitious institutional adjust- 
ments. This involves the establishment of convertible currencies, the abolish- 
ment of various state trade restrictions, the attainment of balanced budgets, 
and, with unimpeding fiscal measures, the intensification of investment in a re- 
gionalized economic environment. Competitive currence devaluation, for ex- 
emple, can facilitate foreign price cuts capable of equaling or exceeding the 
amounts of the tariff. Controlled exchange makes it difficult for each country to 
pay its current unfavorable balances with credits on countries where it enjoys 
favorable balances. By virtue of this, any “dollar shortages” result from the 
inability to use pounds, frances, lira, etc. in the payment of dollar purchases. 

This is the real setting of our problem on expanded trade and the “dollar gap,” 
not the misplaced concreteness of American tariffs. The English parliamen- 
tarian, Julian Amery, gives expression to the thoughtful position taken by many 
of his countrymen when he-dbserv¥es;* Nor; indeed, is it at atl certain that Europe 
would greatly increase her dollar earnings even if the American tariff were 
drastically reduced and simplified.” * Economists, generally, insist that the requi- 
sites of freedom of trade, with a minimum of government interference, must be 
observed, if a wholesome expansion in world trade is to materialize. Those who 
evince strong free trade leanings are fully cognizant of this fundamental fact, 
and, consequently, predicate their case on the principles treated earlier, not on 
any notion of immediate “dollar shortages.” On the other hand, some of the 
free trade popularists exclaim in one breath that it is most urgent for us to 
solve the pressing “dollar shortage” by reducing tariff rates, and, in the very 
next, advance schemes for general tariff reduction extending over 10 to 20 years. 

The political element of stopping Russian Communist imperialism is often 
injected into this discussion, and therefore should be glanced at for a moment 
here. - We are told that’ if the United -States-faits to‘lower its tariffs substan- 
tially, the other nations in the free world will become economically weakened, 
their political structures will be rendered unstable, and communism will then 
surely implant itself. You've heard this sequence time and time again. Yet, 
strangely enough, the argument rests on a number of glaring fallacies. 


® What Europe Thinks of America, edite] by James Burnham, 1958. 
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First, the possibility of any economic retreat in those nations hinges, by far, 
on the development of more basic and essential factors than the American tariff 
which, if abused, can become more than a negligible factor. Second, the argu- 
ment breeds on a fallacy which is unusually widespread in this country, namely 
that poverty or economic distress leads to communism. If one pauses for an 
instant to reflect upon the history of Russion Communist imperialism, not merely 
from 1940 to the present, but as early as 1918, he will find that, except for the 
dubious case of Guatemala, every non-Russian nation in which communism 
has established itself, was raped by the direct or indirect military power of ag- 
gressive Mescow. And, lastly, if we wisely choose to offset this force by the only 
type of action feasible, then, quite plainly, direct military aid in the form of 
weapons should be furnished to our allies. Their possession of dollars, ac- 
quired through sales of goods here, does not guarantee their investment of these 
dollars in vital projects of military preparedness. More likely it would be the 
opposite. ; 


Myth and the “Dollar Shortage” 


On the whole, American aid to foreign areas has been beneficial in effect, 
especially with regard to economic rehabilitation. Yet, in some significant 
measure, particularly as concerns Western Europe, it has tended to perpetuate 
rather than solve certain basic problems affecting the given area. Certainly for 
several of the countries of Western Europe, our subsidiaries have considerably 
reduced the urgency of their effecting-many. necessary internal: reforms that 
might enhance their dollar earning capacity or reduce their need for dollar pur- 
chases. In the light of this and our preceding remarks, it can be said that 
American subsidies have created the so-called “dollar gap” and that no amount of 
subsidy could ever possibly overcome it. In this sense, then, the much discussed 
“dollar gap” is a myth. 

On the expression of the “dollar shortage,” the British economist, Roy Harrod, 
has been quoted as saying that it is “one of the most absurd phrases ever coined.” 
There is justification for this opinion inasmuch as dollar shortages among foreign 
nations are in no way dissimilar from those experienced by any of us at home 
here, if we permit inbalances between our inflow and outgo. Despite our fru- 
galities, most of us are continually short of dollars, and, whether we are conscious 
of it or not, the “dollar gap” will eternally confront us. In this sense, measur- 
ing the difference between what we can and actually do buy and what we would 
like to buy, the “dollar shortage” or “dollar gap” notion becomes progressively 
vague until it loses all touch with reality. ' 

So with the European “dollar gap.” If there were no American subsidies, 
there would be no dollar gap in any real and meaningful sense. As in the case 
of individuals, if European nations do not have dollars, then they can’t make 
dollar purchases. They, too, may want to spend more than the amount of dollars 
actually earned by the unsubsidized operations of their economies. But this 
leads us again to the indefinite and thus meaningless nature:of the shortage de- 
scribed above. However, when the Marshall Plan equipped them with extra 
dollars, a definite “dollar gap” was created, based on the difference between what 
the unaided economies could have bought in dollars and what they actually did 
purchase. Thus, the extent of the gap was equal to the subsidies, and further 
inereases of the latter would have only extended the former, ad infinitum. 

Viewed with realism, the problem is not one of filling in questionable gaps, but, 
instead, it is one of recovering those conditions necessary for the expansion of 
general economic activity which brings in its train increased productivity and 
greater volume of trade. Our visible exports of nonmilitary goods amounted to 
$12.2 billion in 1953, and our merchandise imports, $11.1 billion, or an export 
surplus of $1.1 billion. In 1952, this surplus was $2.4 billion. True, our com- 
mercial exports dropped from the $13.1-billion level in 1952, but more than one- 
half of this decline is attributable to decreased exports of farm products, ac- 
counted for chiefly by the continued expansion of agricultural production abroad. 
On the other hand, our commercial imports rose from the 1952 level of $10.7 
billion, and barring a slump in activity here, will very likely continue to rise. 
With further economic aid and private capital transactions, dollar-and-gold accu- 
mulation will probably continue in foreign areas. Over $11 billion exist in 
Europe today. Evidently the picture is not the black one ordinarily portrayed 
by the free-trade advocates. 

The prospects for improvement are even brighter. With more freedom of trade, 
currency convertibility. internal monetary, and fiscal reforms, European export- 





2346 TRADE AGREEMENTS EXTENSION 


ers would be given a great incentive to extend their undertakings, while American 
buyers would be encouraged to purchase European goods at realistic prices. More 
important than this is the greater field of activity provided by regionalization, 
such as the economic unification of Western Europe would represent. Efforts at 
political unification of whatever type are nugatory without this requisite 
condition. 

Most Americans are in favor of this, and the historical development of Eurepe 
points to such union as a necessity for its very survival. This institutional 
adjustment would allow for an intensive development of resources and the pro- 
duction of more dollar earning raw materials and goods needed in the regional 
unit of the United States. It would build the dollar-saving capacity of the free 
European unit, and, by virtue of Europe’s own intensified investment, lead to a 
general expansion of trade between the two regions. In short, expanded activity 
creates markets, with minimum of friction to a protected unit. 


Ill, ACTIVITY—-CREATOR OF MARKETS 


We have noted the crucial importance of maintaining activity for the expan- 
sive growth of our own economy, in truth, a regional unit. Activity is broader 
in meaning and objective scope than productivity. It encompasses the latter, 
and, in an interplay of variables, encourages and reinforces it. The protection 
of activity is a sine qua non, which in turn necessitates the use of least cumber- 
some instruments of countervailing power. Protected activity is both the neces- 
sary condition for sustained activity. and the generator of its own power of 
expansion. As an institutional force, dependent on the facility of secial organi- 
zation, activity is the creator of markets, both home and abroad. 

This explanation, which enables us to view the many aspects of the current 
problem in their balanced entirety, applies to Western Europe as well. As 
emphasized previously, the problem is essentially an institutional one. It is 
one of socioeconomic organization, whereby basic sources of activity may be 
conserved and nutured to achieve still higher levels of activity and its many 
favorable consequences. The field for unprecedented activity resides in Western 
Europe itself, and requires for its realization several of the adjustments men- 
tioned. Ultimately, it requires a sense of responsibility based on a perceptive 
knowledge of the unmistakable tendencies of European history itself. In a 
way, those who advocate free or freer trade, heedless of both the requirements 
for the continued growth of our own regional economy and the necessities facing 
Europe, would serve to perpetuate still the basic problems haunting Western 
Europe. Paradoxically enough, this time through trade rather than aid. 

The economic regionalization of Western Europe would be the major adjust- 
ment of our period. It would satisfy both the economic and political necessities 
confronting this area today. Western Europe would then assume in a real sense 
a regional economic significance comparable to that of the United States. Its 
field of activity would be immense, and its intensive development would be 
beneficial to all. Recently, Norway, Denmark and Sweden, anxious to exploit 
this promising field, displayed their irritation over this delay in opening up a 
larger and more stable market for their industries by combining to remove all 
quantitative restrictions on their trade with one another. The creation of a 
free market area in Western Europe would equip it with those balancing and 
self-simulating powers so well witnessed at work in the American region. 

The released activity resulting from this basic adjustment would engender 
investment in the modernization of plants and equipment, general increased 
productivity, greater and more efficient mobility of factors of production and 
distribution, a surmounting of the prevalent fear of change, reorganized pro- 
duction patterns for internal area and external trade, and augmented spendable 
incomes of the free European populace. The “terms of trade” for the European 
region would improve considerably as its combined exports swell and the prices 
of its» exported goods overtake these of the goods it will still have to import. 
In its heavy contribution to the overall expansion of world trade, it would benefit 
from the increasing facilities of multilateral payments, as countries with high 
dollar earning capacity could pay for European goods in dollars. Also, as a 
highly activated unit, it would be prepared to offer other regions the goods they 
are willing to purchase according to specifications of time, kind and price. In 
many of these respects, individual European countries, lacking the spark of the 
organic activity that regionalization enkindles, are found conspicuously wanting. 

It may well be that this most promising course for free Europe will not be 
traversed without parallel protection being sought for its own activity. Surely, 
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this would simplify matters as they stand now immeasurably. Moreover, it 
would contribute to a more stable organization of markets on the supranational 
level than what exists now. In any event, conserving our own activity from 
the rampant pressures of the world market, we should be prepared with counter- 
vailing power to adjust ourselves to whatever course taken by Europe in order to 
bargain for the best possible conditions for both areas of activity. Given the 
above development, it is not inconceivable that the role of the State in flow of 
interregional trade can become nonexistent. Free trade, as commonly con- 
strued, is not the only means leading to the disappearance of State economic 
control and interference. 

Even as matters stand now, Europe’s access to markets can be an ever widen- 
ing one. German products, especially machine tools, machinery, electrical de- 
vices and chemicals, are competing with our goods in many areas of the world 
market. British farm machinery, aircraft, heavy construction and electrical 
products are doing likewise. In the past year, British exports to the dollar 
area have increased by 16 percent, specifically to the United States by about 
10 percent and to Canada by 23 percent. The import trade of Latin America 
is orienting itself progressively toward Europe, and the further economic and 
industrial progress of this area will mean still greater possibilities for Europe 
as well as Japan. Although Europe's position in the Asiatic trade area has re- 
ceded in favor of the United States, there is every reason to look to a larger 
flow of free Asian-Burepean trade in an expanding, world total. Given a favor- 
able environment, American capital invested in new or broadened avenues of 
Asiatic enterprise can contribute substantially to the recovery of the region's 
proportion of total world exports, which is about 5 percent below its prewar level. 
Furthermore, Africa can scarcely be overlooked. 

Some freetraders have the habit of injecting the scare that unless we buy from 
other nations, they will sell to the Communists. When one considers soberly 
these alternative opportunities open to our European allies and others, it is 
a real question as to whether economic necessity or sheer profit-seeking forms the 
pressure for greater trade with the Soviet bloc. Numerous rationalizations have 
been given in support of such trade, and we can expect more in the immediate 
period. None of them is valid if we cling to the conviction that economic war- 
fare, as a necessary complement to political warfare, must be exercised to weaken 
the deadliest enemy that has yet threatened Western civilization itself. The 
shipment of nonstrategic materials can aid indirectly in the distribution of 
Communist resources for war production. If done in sufficient quantities, it 
can alleviate the many economic difficulties harassing the Communist power 
today. 

IV. SUSTAINED ACTIVITY FOR DEFENSE 


The general argument of economic activity for the protection of our regional 
economy and its interrelated parts applies under conditions of peace as well as 
those -affeeted by the threat of war. When the latter prevail, the economic 
argument becomes necessarily coupled with the political one underwriting the 
necessity of a strong national defense. Where it is fully understood that the 
nature of the present enemy bears’ no equal precedent in modern history, the 
politicoeconomie argument on sustained activity for national defense assumes 
even greater significance. Since World War II, Soviet economists have been 
rationalizing the Kremlin’s principal hope that a slump would occur in Amer- 
ican economic activity—the easiest avenue for Soviet world conquest. 

In his letter to the Honorable Joseph W. Martin, Jr., on May 1, 1953, Presi 
dent Eisenhower referred to the establishment of the Commission on Foreign 
Economie Policy in these words: “* * * commercial policy is an integral part of 
our total foreign policy for which broad national support is vital. This Commis- 
sion naturally should work within the framework of our foreign policy and our 
global defense plane.” Our Secretary of State, the Honorable John Foster 
Dulles, has declared that he does not think “that domestic industry and agricul- 
ture should be sacrificed in the interest of exporters or that local business should 
alone pay the price of foreign policies designed to promote international unity 
and economic health.” We can, of course, achieve these ends without incurring 
such sacrifices, and at the same time insure the maximum strength for our 
regional defense. For, in ultimate terms, if the strength of the United States 
is found wanting in the present contest, what will remain of the free world? 

As mentioned before, the American region is the bastion of world freedom. 
To fortify and strengthen this bastion, even with a hemispheric concept of 
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defense, does not mean any detraction from international cooperation and 
unity. On the contrary, it represents the survival basis for such cooperation 
and unity among the nations of the free world. 

These are the political realities of the current situation that, from the view- 
points of activity and essentiality, bid us to be even more careful and cautious 
in the selective steps taken to revise our tariff duties. Needless to say, the free- 
trade idea is a patent incongruity in the current situation. To utter, as many 
freetraders do, the words of the 19th century French economist, Frederic 

4astiat, that “If goods do not cross frontiers, armies will,” in itself displays 
the unrealism with which they project their preconceptions into the current state 
of things. Strangely enough, this utterance strikes a vein similar to that found 
in the 1952 work of Joseph Stalin on the “Economic Problems of Socialism in 
the U. 8S. S. R.,” in which an imperialist war, resulting from economic rivalry, 
is predicted among the free nations. This was received with light humor in the 
free world. The other can be viewed similarly. 

For the purpose of sustained activity for defense, the two factors of essen- 
tiality and dependence emerge as ruling considerations of policy. Regarding 
the first, there seems to be a heavy dose of sophism permeating much free trade 
literature. Seizing upon the general fact of the totalistic nature of modern 
warfare and its complex requirements, the point is frequently made that all 
industry is of importance to the Nation’s security. “What industry is not 
essential to national defense?’ one freetrader asks. Then, with a note of help- 
lessness in the face of the protectionist’s national defense argument, he wryly 
remarks that the logical end is to bar all imports. Others make the same point, 
then proceed to recommend special arrangements to preserve the know-how, 
skills, ete. in those industries considered to be essential. On the other hand, 
certain protectionists have a tendency to overstretch the essentiality factor. 

Now, as in the application of all principles, considered judgment has to be 
exercised within a range of situated individual cases. As there are degrees of 
contribution to the determinant of activity, so are there degrees of contribution 
to that of essentiality on the part of individual industries. And each would 
have to be evaluated accordingly. For the concrete purpose of policy direction, 
the most that can be rationally accomplished is to determine the operational 


principles by which we shall be guided. In their pragmatic application they 
will invariably be conditioned by the special circumstances and peculiarities of 
the individual case. 


Essentiality means activity 


The principle of defense essentiality is obviously a very important one. It 
clearly supplements the more general principle of activity in the determination 
of an adequate foreign economic policy for our Nation in the foreseeable future. 
If an industry is deemed essential to the national security, it therefore deserves 
the fullest measure of protection for its continued activity. The social cost of 
its relative inactivation may far outweigh any immediate gains realized in re- 
duced economic cost. The oft heard suggestion of placing such an industry in 
“constant readiness” is scarcely consistent with the meaning of essentiality itself. 
The notion is certainly not a static one. Plants and all the technologie and hu- 
man resources that flow into their operation’surely cannot be placed in mothballs 
and still be considered as essential to the requirements of the national defense 
which themselves are necessarily changing in character. 

Hard-pressed freetraders suggest, also, other devices to meet the essentiality 
requirement. There is, of course, room for the stockpiling of essential war 
materials, particularly those that we are completely dependent on from abroad. 
But here, too, we can easily stockpile aluminum ingots, for example, but hardly 
the technical skills, managerial ingenuity and the pliant technologic apparatus of 
our aluminum industry. In addition, the use of direct subsidies can be over- 
played as well. Direct subsidization of domestic industry has its proper place 
in cases where we are compelled to import far more of the given commodity 
than what the industry appears capable of producing. In the case of manganese 
ore, for instance, the ratio of imports to domestic production approximates 660 
percent, and yet for this essential material, indispensable to the manufacture of 
steel, there is a duty with an ad valorem equivalent of 11 percent. Clearly, in 
such cases, a direct subsidy to the industry would be preferable to the tariff now 
imposed on the importation of the product. 

One can go down the line of individual cases, only to discover certain peculiar 
conditions existing to substantially differentiate the one from the other and to 
warrant some degree of selective consideration. It is easy to close down a mine, 
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but the longer a coal mine, for example, remains idle under the constant threat 
of water inundation, the less likely that it will be reopened. A safeguarding 
of our mines is essential, and should be adjusted in policy to the particular situ- 
ation. To cite another outstanding example, it is hardly disputable that paper 
is an essential commodity. Yet the industry which is highly productive and 
marked by a high level of special technologic arrangement is being threatened 
in favor of State-managed industries elsewhere. 

In the range of situated cases, surely there is no doubt to be entertained about 
the essential nature of our chemical industry, either for peace or war. Its 
peculiar status has been vividly depicted by President Roosevelt and the NRA 
Chemical Code’ which he signed in 1934. As he put it, “You and I know * * * 
that it is important that the country possess within its borders a necessary di- 
versity and balance to maintain a rounded national life, that it must sustain 
activities vital to national defense and that such interests cannot be sacrificed 
for passing advantage.” The code reads: “In all activities under this code, the 
peculiar relation of the chemical industry to national defense, national health, 
national industry, and national agriculture must be constantly borne in mind 
by its employers, stockholders, directors, executives, and employees. The present 
products of this industry should be regarded as only byproducts; its main prod- 
ucts and purpose the extension of chemical knowledge in the public interest.” 

Even a meager knowledge of the development of our chemical industry is sufli- 
cient for one to appreciate the genuine romance of its history and the basic 
essentiality of its structure and function not only to the national defense but 
also to the expanding activity of the American region. Our major industries are 
heavily dependent on it, for its production is both extensive and uniquely diverse, 
ranging from explosives for war to medicines for peace. In a real sense, every 
chemical plant is a research laboratory in itself, producing not only for today’s 
needs but for tomorrow’s as well. From the viewpoint of its research pro- 
ductivity, the chemical industry is in some notable degree a perpetual infant in- 
dustry. As a point of further interest, its history discloses many instructive 
episodes on Chilean cartel dumping, European dye combinations, and German 
trade manipulations to furnish us with ample evidence on the hazards of inade- 
quate protection and national dependence upon foreign chemical sources. In 
this respect, it is significant that free-trade England, which became almost en- 
tirely dependent upon German sources prior to World War I, saw fit to pass the 
Safeguarding of Industry Act in 1921, providing for protective import duties on 
chemical and other essential products. 

The factor of dependence upon external sources of materials must obviously 
be weighed carefully, too. It goes without saying that those materials which 
we do not produce at all or even in sufficient quantities, like vanadium, titanium, 
manganese, tungsten, mercury, and so forth, should enter duty free, to allow for 
private stockpiling as well as public. On the other hand, those that we can 
produce in large quantities, like magnesium, adequate protection should be 
afforded to insure the accruing advantages of conserved activity. Doubtlessly, 
the balancing factor of conservation of resources must be accounted for, too. 
Briefly, then, the danger of becoming excessively dependent upon outside sources 
for our raw material supplies, not to mention other types of goods, is an ever- 
present one, especially in view of the known Soviet concentration on submarine 
and air warfare. This danger constitutes an additional factor entering into the 
ealculation of national defense, a calculation designed to shelter our basic 
sources of retaliation as well as our lives. 


Vv. HIGH WAGE, LOW WAGE COUNTRIES 


Against this background the ideal of free trade seems to be far removed. And 
rightly so. This background forms the real context of the world we live in. Its 
limits and necessities are things we must abide with, if wisdom is to be the steady 
guide of our actions. In it we find the necessity of conserving economic activity 
in order that further progress and growth may eventuate. We observe, too, the 
necessities confronting our allies, and with enlightened self-interest extend our 
efforts in channels of intelligent leadership that would maximize the benefits of 
all. This, of course, cannot be done with narrow perspective and a deficient un- 
derstanding of the institutional pressures at work in our respective economic 
areas. In truth, aimed at certain general directions in the understanding of the 
problem, our circuit of thought on the ideal of free trade and all that it implies 
is complete. 
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The question that most likely arises in the reader’s mind at this point is, “Now, 
wait, haven’t you overlooked a very important issue in this entire discussion, 
namely, wage differentials between trading countries?” ‘The answer is, “No.” 
As a matter of fact, in our early treatment of the free-trade idea this issue was 
implicit throughout. 

Although much controversial attention is focused on this matter, the plain 
fact is that the issue does not bear squarely on the central and critical points 
of the discussion. Yes, it is true that foreign real wage rates stand at a level 
more than half below that of American rates. But what is the significance of 
this general fact? After all, foreign-labor expenses, low as they may be, enter 
into the final cost of the exportable foreign product. It is the low-cost compe- 
tition of the foreign product leading to certain unfavorable effects in our econo- 
my that becomes of concern to us. Herein lies the critical point of the discussion. 
Plainly, regardless of the causes explaining this low-cost condition—and reia- 
tively low foreign wages is one of the most important—it is the impact of this 
condition upon our economic organization and activity that deserves concen- 
trated attention. Low wages as such, fear of foreign competition in itself, and 
irrational behavior toward offerings of lower priced goods are, again, food for 
rhetoric, not sound socioeconomic reasoning. f 

This, however, is not to say that the subject of wage differentials has no reia- 
tion to the discussion as a whole. It quite definitely has in connection with the 
criterion of productivity and the principle of comparative advantage which we 
considered earlier. It is related to the principle of activity itself, as mani- 
fested both here and abroad. Considered thought on the subject lends also 
greater insight into the range and possibilities of the impact created by low-cost- 
product competition. It is for these reasons, rather than the one of critical 
significance, that several outstanding aspects of the subject need be observed here. 
In no way do these aspects alter the paramount points established in our dis- 
cussion above. 

Free-trade proponents argue that the American economy, viewed as a whole, 
has little to fear from the low-wage levels existing in other countries. They 
base this argument on the productivity thesis which we previously found to 
contain only partial truths. Now, the reason why Americans enjoy higher wages 
is due to the fact that the average productivity of American labor is so high. 
It is equipped with more capital than are the labor units in other countries. With 
horsepower per worker as the measure of capital employed by the worker, it is 
estimated that the United States employs 50 percent more capital per worker 
than Great Britain, 100 percent more than Germany, 200 percent more than 
France, and over 500 percent more than Italy and the U. 8. 8. R. Thus, though 
our average wages are higher than those found elsewhere, by virtue of greater 
average productivity, our labor costs in many lines of industry are really lower. 
And this is what counts in withstanding foreign competition. 

To present the last point more simply, let us assume that it takes 20 man- 
hours to produce a given product in a foreign country and only 8 man-hours here. 
The wage paid in the former is $1 per hour; here, $2 per hour, Consequently, 
although the wage in the foreign country is half the American level, the labor 
cost of the imported product will be $20 and that of the domestic product $16. 

From this, it follows that a country with a high wage level need have no fear 
that a low wage one will be able to undersell it in all lines of industry. The fact 
that high wages can be paid attests to the superior average productivity of the 
first country. The wage differential is offset by the greater productivity and 
higher relative efficiency of that country. And with comparative advantage in 
view, labor and capital invested in the production of a product which can be 
manufactured more cheaply elsewhere are resources that are being misdirected 
into the relatively less efficient lines of business. They are not as productive as 
they otherwise could be. The attempt, therefore, to equalize costs by means of 
a tariff is viewed as a form of seduction of such resources from industries in 
which they could be more efficiently employed. In reality, we are back again 
at the dominant features of the productivity thesis discussed at length before in 
the light of the comprehensive activity concept. 

Concerning the limited nature of this thesis, we may mention a few more 
considerations that cannot be easily brushed aside. On the matter of relative 
productivity and wages, industries may fall into any one of these categories: 
(1) Where, as generally in the case of mass production industry, productivity 
is much greater than abroad to offset wage differentials, (2) where domestic 
productivity is superior, but not enough to compensate for the differential, (3) 
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where levels of productivity are the same and yet wage differentials exist, and 
(4) where mechanization is little and labor content is high to produce, in most 
cases, the third condition. Except for the first category, it is evident that serious 
hardship cases can arise from conditions prevailing in the other three. 


High efficiency and wage spreads 


Contrary to the implications of the general thesis, the wide spread between 
rates of pay here and abroad do not appear on an individual industry basis to be 
easily compensated for by differentials in output per worker. The saving view 
that resources employed in such industries may be even more efficiently employed 
in others, cannot obscure the fact that the highest possible levels of efficiency are 
enjoyed in these troubled industries. The insertion of this view overplays aver- 
ages and aggregates to the serious neglect of the oftentimes determining individ- 
ual case, and is itself based on several of the somewhat unrealistic assumptions 
associated with the free-trade idea. 

In many of our most efficient industries, this problem of differential compensa- 
tion emerges. For example, the production of heavy electrical power equipment 
requires highly skilled labor whose wages constitute as high as 50 percent or 
more of the total production cost. With comparable technologic efficiency, foreign 
countries reward their labor in this field as low as 20 percent of the American 
wage. It is no wonder, then, that recently the General Electric Co., the largest 
electrical manufacturer in the world, has admitted its inability to compete 
with low-wage-paying foreign producers of turbines, generators, and other large 
industrial equipment. True, in the field of mass-produced electrical appliances 
it can manage the differential because of lower costs arising from mass produc- 
tion. However, it is not difficult to foresee the many possible consequences of 
an unprotected activity in its heavy essential items. 

In the field of chemical production, where many organic chemicals cannot be 
produced in massive quantities and where the production of dyes requires highly 
paid skilled technicians, the problem is the same. It appears also in the paper 
industry where productivity stands at comparable levels and yet wage rates in 
European paper mills are only a fraction of the American. Doubtlessly, numerous 
other industries are similarly affected. 

In a further dimension of the problem, when it comes to efficiency in technologie 
terms, equal or near equal levels can be conveniently established elsewhere in 
an indefinite number of fields. As the famous British economist, John May- 
nard Keynes, expressed it, “Experience accumulates to prove that most modern 
processes of mass production can be performed in most countries and climates 
with almost equal efficiency.” Dependent on the proportional significance of 
labor cost in given industries, evaluations of “relative economic efficiency” can- 
not exclude differences in scales of living, general labor standards, and the facili- 
ties of socioeconomic organization between countries. These serve to influence 
levels of labor costs in particular instances. But, once again, our sights should 
remain constantly focused on the real critical points of this issue regarding an 
adequate foreign economic policy. 


VI. THE GUIDING FORCE OF PROTECTED ACTIVITY 


We and our allies stand to benefit greatly from a trade policy that is founded 
upon realism rather an overexercised idealism. The primary requirement of 
adequacy in such a trade policy is the protected conservation of American eco- 
nomie activity. This is the guiding force in our present economic development. 
This should likewise be the guiding force in our thoughts and orientation toward 
a foreign economic policy adequate to the fundamental needs of our expanding 
socioeconomic organism. 

Genuine leadership embraces the ability to perceive things in balance and as 
a whole. The theory of conserved expansionism enables us to blend the contents 
of free trade and protectionism into a groundwork of thought for a trade policy 
that permits the full expression of such leadership. The cry of trade with the 
psychology of aid provides no solution to the deeper problems of institutional 
economic activity. Sustained activity generates trade and the conditions for 
more trade on firm and permanent bases of institutional harmony and growth. 
The test of American leadership among the free nations of the world lies in the 
wise recognition of the institutional demands of its own environment and in 
the stimulation of similar conduct among its allies. By the very nature of the 
term, cooperation is not a unilateral undertaking. 
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Particularly in these times, under the very shadows of global military conflict, 
a trade policy must be so formed as to anticipate the exigencies of the possible out- 
break. The economic idea of protected activity stands in compatible relation- 
ship with the political necessity of national defense. Moreover, as a basis in- 
stitutional concept, it is reconcilable with the necessities underlying our agricul- 
tural price support program. It is also an idea that, quite realistically, accom- 
modates the presence of countervailing powers in stabilized economic activity. 
It, consequently establishes the importance of the tariff as an effective instru- 
ment of countervailing power, usable in the interests of an expanding economy 
and an ever-widening freedom of trade to be achieved through the necessary 
bargaining processes leading to suitable bilateral trade agreements. 

Much is at stake. Errors committed under passing illusions of an ideal can 


only breed peril. As always, ideals can turn into sordid deals without the leaven 
of wisdom. 


Dr. Dosriansky. Thank you, sir. 

From the viewpoint of a total politicoeconomic understanding of 
this measure, what is by far more serious and perilous than the some- 
what uncertain general effects of steadily reduced tariffs is its couched 
implication of east-west trade. This implication in what is loosely 
characterized as trade liberalization has already been underscored for 
public notice by two testifying members of the Administration, and 
its ominous ramifications in the entire area of American foreign rela- 
tions, jeopardizing the very posture of American world leadership, are 
exceedingly grave matters that should be of the utmost concern to 
this committee in the final formulation of this bill. For not only are 
the arguments offered in support of such trade specious in character, 
not only is the general understanding upon which they rest adequate 
cause for heavy doubt toward other kindred opinions of these advo- 
cates, but also, perhaps more outstanding of all, their self-contra- 
dictory position partakes its own nature of moral treason itself. 

The naive tendencies reflected in the reasoning of these east-west 
trade advocates are reminiscent of the politicoeconomic mentality 
that prevailed during the UNRRA period. In sharp contrast, how- 
ever, at no time can they be found in the maneuvers of Moscow which 
consistently regards trade, along with most everything else, as a wea- 
pon designed to serve its higher goals of Communist aggression. To 
our. long-run detriment it would most advantageously employ this 
weapon in order (a) to secure basic consumer goods for the relief of 
its troubled areas in the empire now undergoing genocidal consolida- 
tion, (b) to exploit commercial media for the further expansion of its 
conspiratorial activity, (c) to intensify the economic dependence of 
free nations on Communist sources of supply, and (d) to facilitate 
the further allocation of resources for war preparations. 

At this very moment, for example, the passive resistance of coura- 
geous peasants in Hungary, Ukraine, Poland, and elsewhere are reap- 
ing some measure of harvest in economic and political concessions as a 
result of the widespread food problem in the Russian Communist 
resistance in the empire. 

Now, I ask: Are we intent upon relieving Moscow of these growing 
pressures from within by supplying it with foodstuffs through trade 
and, in effect, cooperating with it to stifle the sources of patriotic 
resistance in the empire ? 

The fallacy of strategic-nonstrategic goods: The main notion by 
which the Red trade advocates seek to justify their patently vague 
statements and position is the distinction drawn between strategic and 
nonstrategic goods. The evidence shows that in almost every instance 
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they appear to be hard put as to where the clear line of demarcation 
exists. The fundamental truth of the matter is that with reference 
to a totalitarian economic environment, such as the Russian Commu- 
pist empire, which enjoys an unusual degree of shiftability of human 
and material resources, this distinction 1s a crass fallacy. As every 
competent observer of this empire knows, its environment has been 
and will doubtlessly continue to be a species of war economy. Conse- 
quently, regardless of the type of good, any degree of importation 
bears strategic importance to the overall planning of this chronic war 
economy, and where consumer goods are involved, be they foodstuffs 
or manufactured items, the general economic plan for sustained politi- 
cal Communist aggression, both within and outside the empire, is 
easily implemented through the reallocation of resources. 

By ignoring this simple principle of elementary economics are we 
preparing to plunge foolhardily into a scheme that might well even- 
tually seal our own doom? This fallacious distinction has served as 
a smoke screen for the trading activities of some of our major allies 
whose long record in international relations is punctuated by the ab- 
sence of moral principal, not to speak of pragmatic foresight, where 
transient economic gain is easily realizable. 

Judging by the prepared trend of thought on the part of some of 
our own Officials, one can venture to say that in the event of so-called 
liberalized trade in the free world, this smoke screen will be rational- 
ized on grounds other than ostensibly limited markets in the free 
areas. Aside from the paramount fact that both the free and unfree 
peoples of the world hold us in esteem for the moral and political 
principles that have shaped our great tradition, pragmatic prudence 
alone should recall to us the historical lesson that twice in this cen- 
tury the morally indefensible policies of our two major allies have 
led them to the brink of national disaster, only to be saved by our 
intervention. These policies have not changed ; indeed, they are grad- 
aully contaminating ours, but who in the end can save us ¢ 

Moral treason in east-west trade: The very premise of the distinc- 
tion between strategic and nonstrategic goods exposes the advocates 
of Red trade to the charge of moral treason. If one soberly reflects 
for a moment on this, the only premisal reason for the distinction, 
fallacious as it is in itself, is that we do not regard Moscow and its 
empire as a friendly political unit. Many declarations of our Presi- 
dent and Secretary of State clearly define it as a —_ military 
enemy and an active moral and political enemy. The facts bearing 
this out are overwhelming, and in the language of any rational per- 
son, trading with an enemy is treason. 

Flimsy comments from officials or private lips as to what are stra- 
tegic or nonstrategic goods will remain only as arbitrary utterances 
until adequate logical and moral grounds of justification for the dis- 
tinction itself are provided. I venture to say there are none. 

Moreover, when it is argued, in the words of one cabinet member 
appearing before this committee, that Red trade “will help the peoples 
of those countries to eliminate their antagonism or their fear of our 
country, and establish some friendly relations with them * * *,” 
then we can really begin to wonder as to the state of knowledge and 
understanding on the part of some of our officials regarding the Rus- 
sian Communist empire. 


57600—55—pt. 2——-63 





2354 TRADE AGREEMENTS EXTENSION 


Apparently they have not yet read the monumental, authoritative 
reports of the Select House Committee on Communist Aggression to 
begin to appreciate the factually founded distinction between the pup- 
pet governments of Moscow and the captive peoples of the various 
enslaved nations who embrace nothing but hope, trust, and friendship 
for our country. Trade will aid their tyrannical masters in deepening 
the roots of their captivity, not them in their hope of eventual libera- 
tion. 

Butter for greasing the Iron Curtain, not for manganese: It is sig- 
nificant that in the course of the committee’s questioning on what con- 
stitutes a nonstrategic good, the item of butter was first and exclusively 
raised in reply. 

Indeed, the additional remarks of the two testifying Administra- 
tion members give credence to the speculation that the Administra- 
tion is favorably considering what has come to be known as the Ben- 
son plan on food surpluses, which, in the initial case of butter, calls 
for virtual dumping in the Russian Communist empire. 

There is also growing evidence of an organized effort to push the 
immoral cause of Red trade along these lines and to inveigle the 
support of farm groups in an appeasement scheme accommodating 
the fixed dependence of our agricultural surplus problem on con- 
tinuous Communist purchasing. The subsidization of Communist 
guns with United States butter would only be the start before the plan 
takes on cumulative impetus. 

What convolutions of thought mixed with questionable motives 
have produced this weird concoction of politicoeconomic enterprise, it 
is not easy to say, except, perhaps, that the opiate of peaceful coexist- 
ence is already having effect. 

A rational person would point to the many friendly peoples in im- 
poverished areas of the free world where our surplus food would be 
most gratefully received, but it appears that aid to the Kremlin in 
solving its serious farm production problem and contributing to its 
empire consolidation efforts takes precedence. 

We have been wasting our many moral, political, and diplomatic 
weapons in this struggle with an enemy who is admittedly bent upon 
our destruction, and now our economic weapons are to be brought 
into disuse with the initial bonanza of manganese for butter. 

The fact that numerous Communist goods are mined and processed 
by slave labor seems to be of no consequence in the accounting of the 
Red trade advocates. How one could reconcile these trade proposals 
with professions of faith in the eventual liberation of the captive 
peoples in the slave half of the world is, to put it mildly, incompre- 
hensible. 

Indeed, a true adherence to such faith should impel us to utilize 
our surplus butter in greasing the hinges of the Iron Curtain in order 
to open it wide for carefully selected American distribution teams, 
accompanied by a corps of newsmen, with complete freedom of dis- 
position among the peoples. By this humanitarian program, re- 
stricted to this item, we would be confirming: their real faith and 
loyalty in us rather than supposedly eliminating through misdirected 
trade some mythical antagonism or fear of our country. 
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Recommended steps on H. R. 1: 

In the light of this statement and its major treatment we earnestly 
urge (a) that a clear and unmistakable separation of trade issues be- 
tween the slave Communist world and the free world be made and 
(b) that a prohibition be specified against any trade whatsoever with 
the Russian Communist empire, which would prevent the execution 
of such ventures as the so-called Benson Plan. 

In acting upon these recommendations this august committee would 
be translating into positive action some of the remarkable findings of 
the Select House Committee on Communist Aggression which the 
Congress in its preceding session saw fit to establish for purposes like 
this. In short, you would be translating into the body of this legisla- 
tion the spirit of morality and unblemished political principles that 
still animate the soul of every American patriot and captivate the 
imagination of the peoples of the world. 

The CuarrmMan. Does that complete your statement, Doctor? 

Dr. Dosrtansky. That completes my statement, sir. 

The CHatrman. We thank you for your appearance and the in- 
formation given the committee. 

Any questions? 

Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Srmpson. At the risk of putting too brief a question, Doctor, 
not leading up to it and giving you a chance to explain yourself, I 
am nevertheless going to ask this question. 

If you do not care to answer it now and want to supply an answer 
later, you may do so as far as I am concerned, or the committee, I 
am sure. 

The question is this: Are you recommending that as a price for 
H. R. 1 or some similar legislation there be a proviso that the parties 
with whom we deal should have no trade whatever back of the Lron 
Curtain? 

Dr. Dosrtansky. No. That is the price, sir. But I am recommend- 
ing that there be a complete separation of these issues. Now, in read- 
ing carefully H. R. 1, it is so broad and in certain aspects so liberal in 
construction that one can easily impute that trade agreements with 
any of the Iron Curtain countries cae consummated. 

Now, all that I am recommending here, in the light of the statement 
that I have made is that an item or a clause in H. R. 1 be inclucled 
to prohibit any kind of trade with any of the Iron Curtain countries. 

Mr. Stmpson. That is, as between the United States and the Iron 
Curtain countries ? 

Dr. Dosriansky. That is correct. 

Mr. Stmpson. But so far as our transaction with country A, which 
in turn trades with the Iron Curtain, is concerned, you would have no 
prohibition in this law as affecting the agreement between us and 
that country ¢ 

Dr. Dosrtansky. Well, Congressman Simpson, I considered that in 
the preparation of this particular statement, as to how far I would 
go. I think it is somewhat repulsive when you consider many of the 
goods that might flow to Western Europe and then in turn be shipped 
across the Iron Curtain. 

Mr. Srmpson. Yet, Doctor, I have a feeling that our position today, 
in which we reluctantly, I believe, have agreed that certain items are 
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to be called nonstrategic, and countries in Europe may and do trade 
back of the Iron Curtain—I have the feeling that we reached that 
conclusion because the gun was at our head, and we were told by those 
countries, “We are going to trade anyway.” 

Dr. Dosrtansky. That is a correct conclusion. I referred to that or 
alluded to that conclusion in the statement: Among the arguments 
presented here and which I have been able to find in the literature are 
those which take a proponent position on H. R. 1, that we must lib- 
eralize trade because, after all, the Western European countries 
haven’t sufficient outlets and as a result they will turn to the East. 
Now, my contention is, and I think it can be easily argued, that even 
if you have this liberalization of trade, they will nevertheless continue 
to trade with the East if profitable opportunities are presented to 
them. 

Mr. Srmmpson. Thank you, sir. 

The Caamman. We thank you for your presence and the informa- 
tion given the committee. 

The committee will now stand adjourned until 10 o’clock Monday 
morning. 

(Whereupon, at 4:20 p. m., the hearing was adjourned until 10 
a.m., Monday, February 7, 1955.) 
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MONDAY, FEBRUARY 7, 1955 


Hovse or Representatives, 
CoMMITTEE ON Ways AND Means, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in the main hear- 
ing room of the committee, New House Office Building, Hon. Jere 
Cooper (chairman) presiding. 

The Cuarrman. The committee will please be in order. 

The first witness on the calendar this morning is the Honorable Rus- 
sell V. Mack. Will you come forward, please, sir. 

Of course we know you very pleasantly, Mr. Mack, but would you 
please follow the usual custom and give your name and address and 
the capacity in which you appear for the record. 


STATEMENT OF HON. RUSSELL V. MACK, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WASHINGTON 


Mr. Mack. Mr. Chairman, = name is Russell V. Mack, and I 


represent the Third District in the State of Washington. 

Mr. Chairman, I thank you for this opportunity to appear before 
your committee in behalf of my constitutents. 

Our crab, tuna, salmon, and oyster fisheries people of the Pacific 
coast and Alaska are deeply disturbed over the possibilities that exist- 
ing tariff rates on fishery items will be reduced by the Committee on 
Reciprocity Information during the international trade conference 
being held this month in Geneva. 

Also, these fisheries people are fearful that the enactment of new 
reciprocal trade legislation, unless adequate safeguards are provided, 
will create the danger of further tariff reductions on their products. 

I have received, I suppose, as many as 1,000 letters from fisherymen, 
cannery workers, cannery owners, unions, chambers of commerce, and 
businessmen in fishing areas expressing these concerns. 

Japan is America’s chief competitor in the production of crab, tuna, 
salmon, and oysters. The chief concern of our fishery workers who 
number tens of thousands, is due to the fact that wage rates in the 
Japanese fishing industries range from 8 cents an hour for women 
workers to less than 20 cents an hour for male employees. Our Ameri- 
‘an workers cannot and should not be expected to compete with such 
low wage rates. 

About the only protection American fishery workers have against 
the competition of these low Japanese wages is the existing tariffs on 
fishery products which, in my opinion, instead of being placed in 
jeopardy of being lowered should be safeguarded by the placing of 
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quota limits on the quantities of fishery products which may be im- 
ported. 

Already, under existing tariff rates, Japan sells 60 percent of all 
the canned crab that is marketed in the United States, leaving to our 
American crab producers only 40 percent of the domestic market. 
Even this remaining 40 percent of the domestic market will be lost to 
our American crab seaman if tariffs are lowered at all below the 
221% percent ad valorem rate now in effect. 

Tariffs, it seems to me, on fishery products must be maintained at 
rates that will compensate for the differences in wages at home and 
abroad, otherwise our fishing fleets will be driven from the seas; our 
canneries, the best and most sanitary in the world, fall into decay and 
our fishing villages become ghost towns. 

The great mass industries of America own and use great numbers 
of large, intricate, and costly machines and tools which multiply the 
productivity of the American workers these industries employ so that 
they outproduce manyfold their foreign counterparts. ‘These great 
mass industries, since they have the machines and their overseas com- 
petition does not, have little to fear from low-wage foreign 
competition. 

The case, however, is different with those small- and medium-sized 
industries where the product produced is entirely or largely the re- 
sult of hand labor, such as in the canned fish, edible nuts, cherries, and 
glassware industries. Such industries cannot survive against 8 to 
20 cents an hour foreign labor. It is these hand-labor industries 
which, in the aggregate employ hundreds of thousands of American 
workers that need the protection of a tariff to compensate for the 
difference in labor costs abroad and at home or quota limitations on 
certain imports which, while giving part of the American market to 
foreign competition retain enough of it for domestic producers to 
insure their economic survival. 

All Americans, I am sure, would like to see all foreign nations 
which are friendly to the United States strengthened economically. 
The question is, Who is to pay the bill? If we go too far in lowering 
tariffs in order to benefit foreign nations, we, inevitably, will under- 
mine and possibly destroy some American industries, like the fishing 
industries, where hand labor is the greatest element of cost, making 
these industries most vulnerable to foreign competition. 

It is not these small- and medium-sized industries, which use large 
amounts of hand labor, which alone should be made to pay the cost 
of foreign aid. Such programs are designed to benefit all and should 
be paid by all industries. 

We must maintain tariffs sufficiently high to protect existing in- 
dustries from competition that will destroy them. Reciprocal trade, 
if it goes too far, may become a policy that exports jobs and imports 
unemployment. 

I do hope that when the very able members of this Ways and 
Means Committee have heard all of the arguments on both sides of 
the issue and finally perfected a bill that it will be brought to the 
floor under an open rule. This bill is so important to the well-being 
of so many millions of our people that the elected delegates of the 
people should have the fullest opportunity to discuss and to offer 
amendments to this proposed legislation. 

The Cuarrman. Does that complete your statement? 
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Mr. Mack. It does. 

The CHatrmMan. We thank you for your appearance and the in- 
formation given the committee. 

Are there any questions ? 

Mr. Reed of New York will inquire. 

Mr. Reep. I just want to congratulate you on the fine way you have 
presented this issue in representing your people on the coast. 

Mr. Mack. Thank you, Mr. Reed. 

The Cuatrman. The next witness is our colleague the Honorable 
E. L. Bartlett. Mr. Bartlett, we know you well, but for the record 
will you follow the customary procedure and identify yourself? 


STATEMENT OF HON. E. L. BARTLETT, A DELEGATE IN CONGRESS 
FROM ALASKA 


Mr. Bartietr. Mr. Chairman, in November 1954 an announcement 
was made by the State Department that among other products a 
possible concession by the United States involving tariffs on fresh or 
frozen crabmeat would be the subject for discussion in negotiation 
of a trade agreement with Japan in a conference to be convened this 
month in Geneva. 

This announcement resulted in representations made by many indi- 
viduals and organizations in Alaska that the existing tariff level on 
crabmeat constitutes a peril point and that there should be no reduc- 
tion in the existing tariff covering crabmeat which, as I understand, 
is 2214 percent ad valorem on canned crab and 15 percent ad valorem 
on fresh and frozen crabmeat not sealed in airtight containers. 

I should like to add my voice to those who are so vitally concerned 
with this subject as it might affect the industry in Alaska and in turn 
which undoubtedly would affect the entire economy of Alaska. 

It is felt that any reduction in the present import tariff would 
seriously curtail or even destroy the crab industry in Alaska. 

That industry has shown a tremendous growth in the past 10 years 
or so. The total value of Alaska crab products in 1943, according 
to the Fish and Wildlife Service, was $156,392 with the 1953 value of 
crab production shown as $2,098,883. The income to the fishermen 
in crab landings has increased from $27,162 for 734,947 pounds 
landed in 1943 to $866,352 for 8,085,015 pounds landed in 1953. These 
figures, I believe, demonstrate that the industry has just begun to 
grow, the problem being the economic one of harvesting the resource 
rather than any lack of the resource. As pointed out in a recent com- 
munication from the Alaska Department of Fisheries: 

The cost of production in the crab industry is high due to the high capital outlay 
for boats; fishing gear such as nets, trawls and pots; canneries; freezing plants 
both ashore and afloat ; and the necessary high cost of skilled labor which includes 
fishermen and cannery workers. The skilled force of fishermen and cannery 
workers essential for the proper functioning of this industry must command 
wages commensurate with the high cost of living in Alaska. The above costs, 
coupled with the modest profits available, have until recently prevented the 
expansion of Alaska’s crab fishery. 

It is contended, and rightfully I believe, that everything possible 
should be done to act as an incentive for the development of this 
industry. Any action such as reduction of tariffs would go far in 
damaging that industry. The Alaska crab industry is extremely vul- 
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nerable to imported crab from areas, such as Japan, where low labor 
and production costs result in lower costs of the finished product. 

The development of the crab industry in Alaska, especially in 
Kodiak, Petersburg, Ketchikan, Kake, Yukutat, Cordova, Homer, 
Seldovia, Hydaburg, Hoonah, and Valdez, needs protection and en- 
couragement. The coastal economy of Alaska for many, many ‘years 
has been largely dependent upon the salmon fishing industry. In 
recent years there has been a serious decline in this resource, and it 
has been incumbent upon those who make their living from the sea to 
augment their income through development of new industries, and 
it is from this fact that I believe it can be stated the crab industry 
of Alaska has grown. The greatest development so far has been 
in the Kodiak and Cordova regions. To demonstrate, I should like 
to take the case of Kodiak. Over 50 percent of Kodiak’s income comes 
from fisheries and allied industries. With the decline of the salmon 
runs in recent years, the king crab industry was started in the Kodiak 
district in 1950, an industry still in its infancy. In 1950 five fishermen 
were engaged in the king crab catch of 64,882 pounds. In 1954, 170 
fishermen were engaged in the catch of 3,264,204 pounds which figure 
does not include the production of the Wakefield canneries, the pro- 
duction of which is estimated at 200,000 pounds of fresh crabmeat 
and does not include floating freezer ships operating in Kodiak waters. 
It is estimated that the king crab industry in this district alone is 
capable of expansion to an annual production of 20 million pounds 
round weight, a point equal or in excess of the salmon runs, providing 
a stable market exists for this product. As pointed out by city officials 
of Kodiak: 


Until this stage of development is reached the competitive position of the king 
crab industry in the Kodiak district is vulnerable to imported products from 
areas of low labor and other production costs. 

It has been pointed out in previous testimony that American pro- 
ducers supply only 40 percent of crab in the domestic market while 
Japan sells 60 percent. The 40 percent left to the American producer 
would be in serious jeopardy if tariffs were reduced. 

The CuarrMan. We thank you for your appearance and the infor- 
mation you have given the committee. 

Mr. Bartietr. Thank you, Mr. Chairman. 

The CHatrman. The next witness is our colleague the Honorable 
John J. Dempsey. Mr. Dempsey, we know you well but for the record 
will you follow the customary procedure and identify yourself. 


STATEMENT OF HON. JOHN J. DEMPSEY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW MEXICO 


Mr. Dempsey. Mr. Chairman, members of the committee, in reach- 
ing a proper determination on the proposed 3-year extension of the 
Reciprocal Trade Agreements Act your committee is faced with one 
of the gravest responsibilities in the 84th Congress. You have listened 
to testimony by two groups, classified broadly as “free traders” and 
“protectionists.” Both have presented arguments that pose difficult 
and complex problems for you to consider carefully in reaching a just 
and equitable conclusion. 

I come before you neither as a freetrader nor as a protectionist. In 
general I am in favor of proper reciprocal trade. However, as a Mem- 
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ber of the Congress from a great Southwestern State, I am seeking to 
bring to you the facts that are convincing proof of weaknesses in the 
Trade Agreements Act as it is presently administered. That is due 
largely to the failure of the executive branch of the Government to 
adhere to the mandate and the intent of the Congress, particularly in 
regard to peril-point escape-clause provisions of the law. 

The result is that the economy of many of our States, not only those 
in the Southwest but in other parts of the Nation, is being seriously 
impaired. The State of New Mexico, which I have the honor to repre- 
sent, is suffering from a dwindling economy and increasing unemploy- 
ment because of failure to protect its important industries, such as oil 
production and coal, potash, lead and zinc mining from excessive im- 
portation of competing products from cheap-labor countries. 

Ghost towns exist now in New Mexico where prosperous mining 
communities once flourished. Our coal mines are closed, throwing 
thousands out of work. Our lead and zinc mines have been shut down 
for 2 years, bringing want and privation to other thousands of miners 
and their families. 

Our oil wells are on an allowable production of only a fraction of 
their potential, while the search for and development of new petroleum 
resources is at a comparative standstill. This deprives still other 
thousands of Americans of jobs. 

We do not have to be economists to understand the disastrous impact 
of all of this on the State and the Nation. Yet this condition appears 
certain to continue and become even more aggravated unless we take 
action to remove the cause. That is as inevitable as night following 


day. 

We are importing about 1,250,000 barrels of petroleum or its prod- 
ucts daily. That is 25 percent of our domestic market requirement. 
Our producers cannot compete with the foreign production from 
cheap- or slave-labor countries. The importers, American companies 
with properties or production contracts abroad, not only enjoy com- 
vetitive advantages because of foreign labor costs far below the Amer- 
ican standard, but they are beneficiaries of a 28-percent lower tax on 
their foreign incomes. The taxpayers of the United States are actu- 
ally paying a premium on that aL At the same time their propor- 
tionate share of the tax burden to support their Governments, both 
State and Federal, is increased. The schools in States like New Mex- 
ico, where severance taxes are earmarked for educational purposes, 
also take heavy losses at a time when the school population and costs 
are mounting Soahen than can be absorbed. That sorely needed money 
is going abroad. 

Unless this deluge of foreign oil is restricted to at most 10 percent 
of our total domestic market requirements by this session of the Con- 
gress the full responsibility for the further demoralization of our own 
industry will rest right here on Capitol Hill. In my opinion, we 
should heed the lesson taught during World War II. As a member 
of the Maritime Commission during part of that time I can tell you 
that we couldn’t import a barrel of oil for weeks at a time. Our 
ships were being sunk in every sealane. We were in desperate straits. 
Only a dynamic program of increased production by the independent 
oil producers, only the most extensive search for new sources of petro- 
leum in the history of our Nation, save the day for us. Yet today 
we are sapping the vitality of that industry and retarding its pro- 
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duction potential at a time when it soon again may have to be our 
sole source of petroleum. How shortsighted can we become? Reci- 
procity in this case, reason tells us, begins at home. 

There is no need for me to recite the sordid and unhappy details of 
the demise of our coal industry. For it is so nearly dead that its 
revival as a defense resource in event of a national emergency such 
as war would be so slow of accomplishment as to be virtually futile. 
Let us hope our petroleum industry is not destined for the same fate. 

Despite the apparent intent of the Congress to prevent the destruc- 
tion of any American industry by injudicious administration of the 
provisions of the Reciprocal Trade Agreements Act, we find the lead 
and zinc mines of our country dangerously close to being destroyed by 
our present foreign trade policy. When almost three-quarters of our 
domestic market for any commodity is absorbed by imports from 
cheap-labor countries, a here for prices that our producers cannot 
meet and remain solvent, we have a situation which no American, 
in Congress or out, can condone or justify. I have no quarrel with 
administration of our foreign trade law in such a way as to give 
economic support to the other free nations of the world. I believe 
that economic support is incumbent upon us. I believe it is good 
business and, in some degree, a security safeguard. 

I am equally convinced, however, that the administration is going 
to lengths with a trade giveaway program that the Congress never 
intended it should. Because of that 1 am convinced that legislation 
which provides that the Congress shall hold a tighter rein on the re- 
ciprocal trade authority it delegates should be enacted. That delega- 
tion should be provisional, not absolute. 

My experience as chairman of the Rocky Mountain States bipar- 
tisan congressional group in the 83d Congress strengthens my convic- 
tions in that regard. We sought administrative action that would 
increase tariffs on and limit imports of lead and zinc because virtually 
all of our domestic mines were being forced to close. The Tariff Com- 
mission held extensive hearings and eventually recommended to the 
President that he take action. He declined to follow that recommen- 
dation. A so-called stockpiling program was ordered by the White 
House. It failed miserably to accomplish the desired end. Our lead 
and zine mines remain closed today. 

In such an aggravated situation as that the Congress should retain 
the authority to step in and require remedial action. The only al- 
ternative is enactment of legislation spelling out definite percentage 
limitations on imports of commodities, more particularly of strategic 
materials and minerals, which will prevent overzealous, albeit well- 
intentioned, administrators from sacrificing vital American industries 
on the most unstable altar of foreign aid. It can’t be properly called 
foreign trade because trade implies both sides get value received—and 
we aren’t getting it. 

It is my prayerful hope that this session of the Congress will take 
the action necessary to put true reciprocity into the Reciprocal Trade 
Agreements Act as a condition to its extension. 

The Cuamman. Have you concluded your statement? 

Mr. Dempsey. Yes, Mr. Chairman, I have. Thank you for your 
kind consideration. 

The Cuarmman. Thank you for your statement. It shall be of 
great help to the committee. 
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The CuatrmMan. The next witness on the calendar is Hon. William 
A. Dawson, of Utah. Will you come forward, please, sir. 

We know you very pleasantly, but will you follow the usual custom 
and give your name and address and the capacity in which you appear 
for the record. 


STATEMENT OF HON. WILLIAM A. DAWSON, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF UTAH 


Mr. Dawson. My name is William A. Dawson and I represent the 
Second Congressional District of the State of Utah, here principally 
on behalf of the lead and zine industr vy: 

Mr. Chairman, I want to take this opportunity to thank the members 
of the committee for giving me an opportunity to present my views on 
the extension of the Reciprocal Trade Act. 

Let me say at the outset that I am in favor of extending our Recip- 
rocal Trade Act provided—and I cannot emphasize this strongly 
enough—provided that the hand of Congress is strengthened in those 
eases where domestic industry has proved to the satisfaction of the 
Tariff Commission that trade concessions are resulting in serious 
injury. 

[ have introduced legislation to accomplish this purpose. The bill 
is H. R. 3246 and I urge the members of this committee to give its 
provisions serious ¢ onsideration before reporting H. R. 1 to the House. 
In brief, my bi!l provides that Tariff Commission recommendations in 
escape-clause proceedings would be sent to Congress instead of the 
President. as is now the case. In the absence of 2 majority vote against 
these recommendations by either House of Congress, the recommenda- 
tions would become effective in 60 days. 

I feel that this amendment should be part of H. R. 1 if Congress 
is to retain any power to protect our vital domestic industries from 
death at the hands of low-cost foreign importations. 

The need for this legislation is ‘graphically pointed up by the ex- 
perience we have had with the administration and State Departme nt 
on the issue of tariff protection for our lead- and zinc-mining indus- 
try. If the committee will bear with me I would like to review the 
record in this regard. 

Nearly 2 years ago, this committee began taking testimony on a 
measure introduced by the gentleman from Penns sylvania, Mr. Simp- 
son. This measure, which would have set up a sliding tariff to pro- 
tect our domestic lead and zine industry, ran head-on into opposition 
from the State Department. 

Secretary of State John Foster Dulles was asked by this committee 
what he would recommend as an alternative to the Simpson bill for 
the lead and zine industry. Mr. Dulles said, and I quote: 

There is of course machinery provided by the present act which permits of 
relief in special situations of the kind you refer to. I see no reason why the 
industries that you have in mind should not have recourse to the provisions of 
the present act. 

He was referring to proceedings under the escape clause. 

Thus the industry was enc ouraged by the administration to seek 

relief under the escape clause. 
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Taking Mr. Dulles at his word, the lead-zine industry filed an appli- 
cation for escape-clause action. Hearings were held by the Tariff 
Commission in November 1953. In April. 1954, after nearly 9 months 
of exhaustive study, it found that excessive imports were doing seri- 
ous injury to the industry and unanimously recommended to the 
President that the escape clause be invoked and the tariff adjusted up- 
ward. In fact, 50 percent was recommended. 

I have reason to believe that every Cabinet officer consulted on the 
matter recommended approval, excepting the State Department whose 
objections apparently carried more weight than all the approvals. 
The President chose the alternative of stockpiling. 

A review of the stoc kpiling program soon reveals that it is not the 
solution to the problem. The surplus available supply of lead and 
zine, whether accumulating in Government stockpiles or industry in- 
ventories has been instrumental in forcing prices down to disastrous 
levels for the domestic mine producer. 

The net result of the operation of our trade policies during the 
last 6 years has been to completely reverse the relative share of the 
domestic market supplied by our own workers and mines. In 1949, 
the domestic lead-zine miners had 62.2 percent of the total domestic 
market, the foreigner, 37.8 percent. Yet, in 1954, the domestic 
miners had but 39 percent mm the foreigner, 61 percent. 

And the mines that are continuing to operate in this Nation today 
are struggling for their existence. ‘Exploration and long-range de- 
velopment have ceased, mines having the better grade ores being able to 


sustain losses are the ones remaining in operation. Even in these 
properties selective mining, high grading, is now being practiced. 


Kmployment is decreasing ‘and communities in mining areas are feel- 
ing the economic pinch. 

{ want to emphasize at this point that I recognize the need for 
foreign trade and I will support this measure requested by the Presi- 
dent if it contains a workable safeguard in the escape clause. 

The amendment I propose to H. R. 1 does not take away from 
the President the power he seeks to negotiate new trade pacts and 

reduce tariffs. It does, however, take from the President the power 
of deciding what action, if any, should be taken after the Tariff Com- 
mission finds that a trade agreement entered into by the President is 
injurious to domestic industry. 

This would put an end to the present situation whereby inaction on 
the part of the Executive nullifies a finding of the Commission. Since 
June 1951, the Tariff Commission has completed 51 escape-clause in- 
vestigations. In 15 of these cases there has been a recommendation 
that the trade concession be modified to protect domestic industry 
from serious injury. The President followed the recommendation 
only in 5 of these 15 cases. 

If an industry can convince the Tariff Commission that it is being 
injured by an agreement negotiated by the President, that industry 
should have the right to have its case finally determined by someone 
other than the President, who is responsible for the situation in the 
first place. 

What other body of Government is more qualified to make this 
final determination than Congress in which the constitutional power 
to set tariffs rests. 
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The Cuarrman. Does that complete your statment, Mr. Dawson? 

Mr. Dawson. That completes my statement. 3 

The Cuamman. We thank you for your appearance and the in- 
formation given the committee. 

Are there any questions? 

Mr. Eberharter of Pennsylvania will inquire. 

Mr. Esernarter. Mr. Dawson, I was very much interested in the 
plight of the lead and zinc industries. I assume you are familiar 
with the action of the President in upholding the watch industry and 
the recommendation by the Tariff Commission in that instance. 

Mr. Dawson. Yes. 

Mr. Esernarter. Now, do you think that the lead and zinc industry 
had just as worthy a case as the watch industry ? 

Mr. Dawson. T think it has a much more worthy case than the 
watch industry, for this reason: Lead and zinc are raw materials, and 
in the case of the watch industry it is primarily manpower. Lead and 
zinc, of course, are vital to the defense of this country. Many people 
think that by keeping these ores in the ground you are preserving 
them until we need them. But it must be remembered that once 
these mines are abandoned, the mines become flooded and the timbers 
rot away. Furthermore, if they resort to highgrading of ores, as I 
have referred to, they pass by the cheaper ores and they are lost for- 
ever, which is just the opposite to conservation. 

So I feel that there is a better case for lead and zinc than the watch 
industry. 

Mr. annatainntt Thank you very much. 

The Cuarrman. Are there any further questions? 

Mr. Reed of New York will inquire. 

Mr. Regn. I just want to congratulate you, sir, on that fine presenta- 
tion. Iam in your corner on this proposition. 

Mr. Dawson. We appreciate it. 

The Cuarrman. Mr. Jenkins of Ohio will inquire. 

Mr. Jenkins. Mr. Dawson, I notice in your statement that you 
comment on the percentage of production that you have lost. I 
do not see that you have any figures with reference to your loss of 
employment, or those who are idle by reason of these activities. Could 
your furnish us with the figures on that ? 

Mr. Dawson. I would be happy to furnish you with the figures, and 
I would also be happy to furnish you additional figures showing the 
— in foreign imports since the stockpiling program went into 
effect. 

Mr. JENKINS. I wish you would do that. I also wish to com- 
pliment you on — statement, especially with reference to the 
deterioration of the mines. I would be glad if every Congressman 
could go into a mining section, especially where you have the deep 
and expensive mines like you have, and see what they look like after 
they have been idle about a year. 

Mr. Dawson. I can tell you, Mr. Jenkins, that you cannot turn them 
on and off like a spigot. It is just the opposite to true conservation. 

Mr. Jenxtn. A lot of times it is a total loss, and a terrific loss 
in the mining industry. 

Mr. Dawson. I might also state before I give you the figures on un- 
employment, that it is pitiful out there. We have communities that 
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are ghost towns now, and the miners have moved away. It is going to 
be very difficult to ever get them back again. 

You will recall during World War II, we even brought soldiers in 
to help to bring this metal out. We do not want that situation to 
occur again. 

Mr. Jenkrns. I presume that you have heard of the bill that has 
been introduced here that provides that the Government go out there 
and take those people at move them around somewhere and drop 
them off where they might think they might have a chance to get 
a job. 

ie Dawson. I suggest those who make that suggestion go out there 
and see the situation for themselves. 

Mr. Jenkins. That is right. I want to be present when they come 
to move my people. 

The Cuarrman. Mr. Simpson of Pennsylvania will inquire. 

Mr. Srvprson. Mr. Dawson, the purpose of the stockpiling was, I 
assume, twofold. One was the obvious one of getting material on 
hand for the emergency ; and, What was the other purpose ? 

Mr. Dawson. Of course, the other purpose was to relieve the market 
and take off some of the surplus, I think, to help the price situation. 

Mr. Sunrson. To help the domestic producer's price ! 

Mr. Dawson. That is right; and the Stockpile Act provided that 
the ores received should only be domestically newly mined ores. 

Mr. Suwpson. How has it worked out? 

Mr. Dawson. It has not worked out very well, because what has 
happened is this: They have taken the newly mined domestic ores 
and put that into the stockpile, and that has left a vacuum in the mar- 
ket. The foreigners have moved in and taken advantage of that 
vacuum, and their imports have drastically increased since the Stock- 
pile Act became effective. So it has really helped them as much or 
more than it has the domestic producer. 

Mr. Stmpson. Has not the ceneatio production decreased ? 

Mr. Dawson. The domestic production has decreased and foreign 
production has increased. 

Mr. Srmpson. So that from the standpoint of helping the domestic 
producer, the stockpiling has failed ? 

Mr. Dawson. Well, I think I would not say “it has failed.” I 
think it has been of some benefit in the case of lead. 

Mr. Srmpson. By that do you mean that had we not had the stock- 
piling practice or law, the domestic production would have decreased, 
in your opinion, more than it has? 

Mr. Dawson. That is correct. I think that is right. 

It is significant to note that the time the Stockpile Act went into 
effect, the price of lead and zinc both went up about a cent and a quar- 
tera pound. That was upon the announcement that it was going into 
effect, but from that time on there has been no increase until today. 
Zinc is 11 cents a pound and lead is 15 cents a pound. Lead is as 
badly off as zinc, but lead and zinc in our western area usually go to- 
gether, and the low price of zinc is just about putting them out of 
business. 

Mr. Simpson. Am I correct in saying that this new method of stock- 
piling has benefited the foreign producer more than it has the domestic 
producer ? 

Mr. Dawson. I think that might be a correct statement. 
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Mr. Srmpson. Well, the foreign importations have been coming up; 
have they not? 

Mr. Dawson. Definitely so, and I will put some figures into the 
record to show that. 

Mr. Suweson. Does this all add up to your belief, then, that the way 
to save the industry is by means of tariff or some domestically im- 
posed limitation upon imports? 

Mr. Dawson. I do, Mr. Simpson. 

Mr. Srwpson. And you concretely suggest changes in the escape 
clause under which an industry which is seriously injured, or 
threatened with serious injury, may get some real relief? 

Mr. Dawson. I feel very strongly that that should be done. Other- 
wise, we might as well do away with the Tariff Commission. If their 
findings are not going to receive any consideration by Congress, then 
we might as well abolish it. 

Mr. Srupson. I have one other question. In your opinion is the 
industry as determined in favor of tariff support as it was a couple 
of years ago? 

Mr. Dawson. Yes, they are favoring an excise tax; substantially the 
same thing. I think it is the excise tax that they are asking for. Of 
course, the quotas would be acceptable, or anything to protect the 
domestic industry from foreign importations. 

Mr. Stupson. What I really wanted to learn was whether in your 
opinion the industry is as determined that some form of assistance or 
relief is necessary. 

Mr. Dawson. Definitely. 

Mr. Suweson. Thank you. 

The CHatrman. Are there any further questions? 

Mr. Jenxrins. I ask unanimous consent that Mr. Dawson be per- 
mitted to file with his address the figures to which I referred with 
reference to unemployment, and also with reference to the mine 
deterioration. 

The CuatrmMan. Without objection, it is so ordered. 

(The figures are as follows :) 


Decline in employment of lead/zine miners in State of Utah due to closing of 
mines because of adverse effect of lead/zinc imports 


Average monthly employed in— Average monthly employed in— 
949 * 1952 
1953 
1954 


1 Year in which first serious excessive imports were experienced. 
2? Estimate based on Ist 3 quarters of year. 


Nots.—Figures from State Department of employment security records. 


Mr. Dawson. I would like also to present a statement presented 
by Mr. Romney, the manager of the Utah Mining Association, which 
has most of this data in it. 

The Cuatrman. Has he appeared here as a witness? 

Mr. Dawson. No; he has not. 

The Cuarrman. Without objection. it is so ordered. 
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(The statement follows :) 


STATEMENT oF Mites P. ROMNEY, MANAGER, UTAH MINING ASSOCIATION, SALT 
LAKE City, UTAH 


I am Miles P. Romney, manager of the Utah Mining Association. My work 
for the past 20 years has been in mining generally, but specifically in exploration 
and operation of mines in United States, Mexico, and Canada. Members of the 
association I represent, mine in excess of 90 percent of Utah’s production of 
lead, zine, copper, gold, and silver, as well as over 75 percent of the uranium. 

We have been gravely concerned with trade agreements since the act was 
first passed in 1934, particularly since agreements affecting metals, which are 
domestically produced in substantial quantity, became effective as early as 
1939. On principle we have resisted the transfer of responsibility for regu- 
lating foreign commerce from the Congress to the executive department. This 
responsibility, stipulated in the Constitution, as through functioning of the 
Trade Agreements Act, been taken over almost completely by the State Depart- 
ment. As a result the Congress does not even review trade agreements for 
approval, although such agreements are obviously treaties of international 
nature. 

We have been concerned with the lack of provisions for review of the effects 
of agreements, negotiated under the act, upon domestic industry. Strengthening 
of such review provisions of the act by the Congress in 1951, encouraged our 
industry in the hope that relief could be obtained through Tariff Commission 
investigation, if just cause could be demonstrated. However, after 4 years 
of experience, the industry which I represent, among many others, has found 
such hope to be largely futile. 

Those specific provisions, commonly called peril point and escape clause, 
designed by the Congress to insure competibility of domestic industry, have been 
largely ineffective in both pre-trade-agreement considerations and in post-trade- 
agreement application. The effect has been to eliminate the Tariff Commission 
as a critical judge of tariff reductions under trade agreements; to circumvent 
the constitutional authority of the Congress to regulate foreign and domestic 
trade; and to add materially to the arbitrarily assumed trade-controlling 
powers being exercised by the executive department, through the State 
Department. 

There is an increasing interest in trade-agreement matters among major 
domestic industries which are competing with foreign industries in the United 
States market. Progressively more of such industries are being put in an 
unfair competitive position through wage, tax, and other cost differentials. 
Although that interest has probably not yet reached a sufficiently wide circle 
to pose a threat against the proposed extension, there is a strong possibility 
that the act can be amended to make the peril point and escape clauses effective 
in the way the Congress intended when they were written into the act. That 
amendment would simply provide that Tariff Commission recommendations 
following peril-point and escape-clause investigations would become effective 
within 60 days after being presented to the Congress unless within that period 
the Congress should by majority vote override the Tariff Commission's 
recommendations. 

Conzressman William A. Dawson, of Utah, has a bill proposing this specific 
action. He justified transferring approval of Tariff Commission recommenda- 
tions on escape-clause actions from the President to the Congress, ‘with the 
following statement: 

“It occurs to me that there is something wrong with a setup which puts the 
decision to change a trade agreement in the hands of the same person who 
made it, when it later turns out the agreement was a mistake or is failing to 
work.” 

The ineffectiveness of the peril-point and escape clauses under the present 
arbitrary power of the executive department to either accept or reject Tariff 
Commission recommendations has been vividly illustrated by the Lead-Zinc case, 
recently investigated by the Commission. A unanimous recommendation made 
to the . resident for restoration of duties on lead and zine by the Tariff Commis- 
sion following 9 months of exhaustive study, was disregarded in favor of a 
stockpiling provision, The rather obvious reason was that the protests of 
foreicn-producing countries, made through the State Department, outweighed 
the imposing combination of: The Tariff Commission’s recommendations ; pleas 


of domestic industry; the supporting letters from some 32 Senators; appeals 
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for approval from a large block of Representatives; and the strong support 
of the public, labor, and related industries and business in the mining areas 

Briefly the history of the Lead-Zine case is as follows: 

Prior to the Trade Agreements Act, duties on lead and zinc metal were 2.125 
and 1.75 cents per pound respectively for lead and zinc. 

Trade agreements negotiated in 1939 and 1943 reduced the duties to 1.06 
and 1.25 respectively for lead and zinc. 

As these are fixed-rate duties, their ad valorem relationship to price has 
dropped progressively as metal prices increased. 

The ad valorem relationship of duties to metal prices over the years and as 
affected by trade agreements is illustrated below : 


Lead | Ad Zine Ad 
ot a ai ______| valorem |__ a valorem 
Date and act equiva- equiva- 
Price Duty | lent | Price Duty lent 


| i 

Cents | Cents | Percent | Cents Cents | Percent 
We oo. sctasieninnenadenaeweubonamos ate 5. 52 24 | 38.5 | 4.55 | 1.75 38. 41 
Immediately prior to Canadian agreement nblicd een ee 4. 61 1.75 37. 96 
Canadian agreement, 1939.............-...--..-.. —_ wee ea 5.11 1.4 27. 40 
Immediately prior to Mexican agreement 5, 48 7 32.8 8.25 . 875 10. 61 
Mexican agreement . 4 ‘ ; 
Tourque agreement, 1951 a i 18. 357 a 3.81 
Preset ,, TOMUaTY 1956 iinc bits nds s congestion once esucss ‘ , 11. 25 .70 6.2 


Under such drastically reduced protective duty, imports into the United States 
in 1949, and again beginning in 1952, amounting to the major portion of free world 
surplus production of lead-zine, created distress among domestic producers. The 
National Lead-Zinc Committee, representing the major portion of domestic pro- 
duction, proposed relief to the 83d Congress in a proposed so-called Simpson bill. 
Hearings were conducted by the House Ways and Means Committee and adminis- 
tration officials appeared before the committee (Senators McKay, Dulles, Hum- 
phrey, and Mr. Stassen). While they voiced administration opposition to the bill, 
they encouraged the industry to seek relief under existing law, specifically under 
the escape clause of the Trade Agreements Act. 

The Simpson bill was sent back to committee by vote of the House late in 
July 1953. Immediately following that action the Senate Finance Committee 
and the House Ways and Means Committee passed unanimous resolutions in- 
structing the Tariff Commission to make an investigation of lead and zine, 
“including the effect of the imports of lead and zine on the livelihood of Ameri- 
can workers,” and “facts * * * relative to the production, trade, and consump- 
tion * * * including the interests of consumers, processors, and producers” ; also, 
“as to the effect upon the competitive position of the domestie lead and zine 
industries of the present tariff status of imported lead and zine. * * *” 

The lead-zinc industry, in September, filed an application for escape-clause 
action. Hearings on the entire subject were held in Washington by the Tariff 
Commission in November 19538. In April 1954 the Tariff Commission reported 
to the congressional committees that damage to the industry had been sustained 
and that substantial reduction of employment had resulted from greatly increased 
imports, to which imports present duties were found to present an ineffective 
barrier, To the President, in a confidential report, the Commission unanimously 
cited imports as damaging domestic industry and employment and unanimously 
recommended relief by upward adjustment of duties. 

Representatives and Senators of both parties in Western and other mining 
States joined in requesting that the President approve the Tariff Commission’s 
recommendations. The public, labor organizations, and the industry made appeal 
after appeal for such action. There is reason to believe that every Cabinet 
officer consulted on the matter recommended approval, excepting the State De- 
partment, whose objections apparently carried more weight than all the approv 
als. The President chose the alternative of stockpiling. His announcement of 
that alternative, made August 20, 1954, recognized “unemployment for miners,” 
community distress, and that ‘an adequate mobilization base is not being main- 
tained.” The alternative stockpiling plan directed the Office of Defense Mobili 
zation “to increase purchases at market prices of newly mined domestic lead and 
zine,” and further stated; “‘The Government is in a position where it could pur 
chase in this fiscal year up to 200,000 tons of lead and 300,000 tons of zine.” 

The President further stated: 

57600—55—npt. 2 64 





2370 TRADE AGREEMENTS EXTENSION 


“IT am directing the Secretary of State to seek recognition by the foreign coun- 
tries which are principal suppliers of lead and zinc that this increased stockpile 
buying is designed to help domestic production and that they will not themselves 
seek to take any unfair advantage of it. 

“Tt is my belief that the above actions will help bring about the attainment 
of market prices for lead and zine that are sufficient to maintain an adequate 
domestic mobilization base. 

“If the course of action above outlined has not accomplished the objectives 
we seek, I will be prepared early next year to consider even more far-reaching 
measures and to make appropriate recommendations to the Congress.” 

The industry was keenly disappointed, after having followed administration 
officials’ advice to seek escape-clause relief and having been cheered by a unani- 
mous relief recommendation from that body, to be denied that relief by the 
President. However, the industry agreed to go along and give the alternate plan 
a try. 

The time is appropriate to review developments in the lead-zinc industry 
since that date, particularly in view of the fact that a new Congress has con- 
vened; that it is now “early next year’’—the prescribed time to consider the 
“even more far-reaching measures” suggested by the President—and for the 
reason that trade-agreement revision and extension is being considered cur- 
rently by the Congress. 

Current factors in the lead-zine industry pertinent to consider are: (1) Price 
of metals; (2) stockpile purchases; (3) domestic production, consumption and 
imports; (4) import rates in 1954; (5) effect on western mines; and (6) effect 
on Utah’s mines, employment, and economy. 


PRICE OF METALS 


Prices of lead and zine were at a low point in March 1954 (13 cents for lead; 
9.75 cents for zinc) when the President announced the intention to inaugurate 
a long-range stockpiling program for lead-zine and other metals. Buying inter- 
est increased immediately and prices had edged upward to 14.25 cents for lead 
and 11 cents for zine at the time ODM isued the first purchase order for lead 
and zine (June 7, 1954) under the President’s March directive. One of the first 
results was an 0.25 cent drop in lead price (June 15) due to ODM declining 
the first offer of lead with the explanation that the price was too high. Pro- 
tests of miners and congressional groups soon obtained a decision from ODM 
to buy “at market price.” However, it was August 25 before lead again recov- 
ered to 14.25 cents. Lead increased an additional 0.75 to 15 cents on October 
5, 1954, where it has since remained. Zine was 11 cents at the time of the 
actual beginning of stockpile purchases. It increased to 11.5 cents on September 
7, 1954, where it has remained since. 

The major increase in prices occurred after announcement that stockpile pur- 
chases would be made—1.25 cents for lead and 1.25 cents for zinc. Prices since 
actual stockpile purchases began have increased 0.75 cent for load and 0.50 cent 
for zine, with lead losing and then regaining 0.25 cent as above recited. 


STOCKPILE PURCHASES 


A release from the White House on August 20, explaining the President’s de- 
cision to not approve the Tariff Commission’s recommendations, stated that “he 
is taking affirmative steps at this time to strengthen and protect our mobilization 
base for lead and zine.” Among those steps was cited: “Increased purchases at 
market prices of newly mined domestic lead and zine under the long-term 
stockpile program. In this fiscal year the Government could purchase up to 
200,000 tons of lead and 300,000 tons of zinc.” 

The American Metal Markets of January 11, 1955, reported that 93,400 tons 
of zinc were purchased for stocpiling in the last 6 months of 1954. This amount 
then represented the purchases made under the newly announced program, or at 
a rate of 15,567 tons per month. December’s purchases were, in the same article, 
reported at 17,218 tons. The rate of purchasing so far, if continued, will not 
Sauna tons, or even two-thirds of the possible 300,000-ton total set by the 

*resident. 

Price of zinc has not risen to a point where the “mobilization base” has been 
either “strengthened” or “protected.” Domestic mine production still continues 
downward and the industry has no reason to feel that the program will produce 
the desired results. The following quotation from the January 1955 issue of 





TRADE AGREEMENTS EXTENSION 2371 


Mining World typifies the uncertainty under which the domestic miner is oper- 
ating: 

“On the whole, long-term stockpiling seems to be not much more than an 
abortive gesture so far . In the case of lead-zinc purchases, it is not known 
whether the recent acquisitions are for the minimum or long-term objectives, 
but in any case it seems that purchases will be gaged in such a way as not 
to float prices above what the ODM experts consider satisfactory. What strikes 
and acts of God may do to prices is another matter, but the opinion around Wash- 
ington is that ODM will quit buying if lead and zinc prices advance much above 
the present levels.” 


DOMESTIC PRODUCTION, CONSUMPTION AND IMPORTS 


Domestic miners of lead-zinc were staggered by the flood of imports in 1949 
and early 1950, but were saved temporarily by increased demands incident to 
Korea. Import floods resumed in mid-1952 and have continued to the present. 
The domestic producer has been forced to curtail or to quit as the following 
data clearly illustrate: 


Data on zine 


| 


7 
| Domestic mine | 


Il IV 
Excess of 
imports of zinc 
Total United | over that 
States con- necessary to 
sumption of supplement 
| slabzinc | domestic 


Imports of zinc 
(general im- 


production ports) 


pro tuction 
(i+lI—ILD) 


Tons Tons Tons Tons 
1949 giekal ‘ eae 593, 203 | 368, 104 | 711, 890 249, 507 
1950... .... jk set .2k5 623, 375 | 434, 547 | 967, 134 100, 788 
1951 secianbien a a ‘ 681, 189 | 390, § 933, 971 138, 158 
1952 =e s 666, 001 563, 850 852, 783 | 377, 068 
1953 _- é : sceedaswe banal 547, 430 745, 542 985, 927 | 307, 045 
SOG ein ccmeiinmianialieteam Caen 1 464, 445 | 2 596, 400 § 854, 312 2046, 533 
| ' 


' Based on Ist 10 months’ mine production—American Zinc Institute data, 387,038 tons. 

? Based on average monthly rate of imports of zinc ore and concentrates and slab zin* for Ist 10 months 
of 1954—actual average monthly rate was 49,700 tons. (See Imports following, for data on impact of imports 
on domestic market.) 


3 Based on Ist 10 months consumption of slab zinc—American Zinc Institute data, 711,927 tons. 


Howard I. Young president of the American Mining Congress, president of the 
American Zinc, Lead & Smelting Co., one of the major domestic zine producers; 
and for many years president of the American Zinc Institute, made the following 
comments at the 1954 annual meeting of the American Zinc Institute, regarding 
the effect of zinc price on domestic production (p. 31, Journal of the American 
Zine Institute, Inc., vol. XXXII, 1954) : 

“While many of the mines operated by the larger companies are continuing to 
operate today, it is estimated that only approximately 225,000 tons annually of 
zine can be produced today on a break-even or profitable basis on a 10-cent 
market. Less than half of this tonnage can be mined at a reasonable profit 
when capital charges, overhead, taxes, and depletion are considered. This means 
that at the 10-cent level, only approximately 25 percent of our Nation’s needs 
can be supplied from domestic mines on a break-even basis. 

“Only between 10 percent and 15 percent of our Nation's needs can be supplied 
profitably at the 10-cent level. 

“At the 12-cent level the tonnage which can be produced at break even or 
better is approximately 400,000 tons. 

“At the 14-cent level approximately 500,000 tons can be produced, and an addi- 
tional 100,000 tons at the 15-cent level. 

“These estimates assume that the price of lead and silver will remain in the 
price relationship to zinc that has prevailed since World War II. Also, present- 
day costs are assumed. I would call to your attention the fact that the produc- 
tion at any given price will never be exactly equal to estimates. There are always 
certain mines which will operate for rather a long period at a loss so as to 
keep the property in good physical condition and maintain an operating organi- 
zation. Mine operations usually continue until cash-operating losses exceed shut- 
down expense, which in many cases is quite sizable.” 
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The surplus available supply, whether accumulating in Government stockpiles 
or industry inventories, has been instrumental in forcing prices down to disastrous 
levels for the domestic mine producer. The net result in the above 6 years has 
been a complete reversal in the relative share of the domestic market between 
domestie and foreign producers. In 1949, domestic miners had 62.2 percent of 
the total domestie market, the foreigner 37.8 percent. In 1954, domestic miners 
had but 39 percent and foreigner 61 percent. 

True, imports decreased somewhat in 1954, compared with 1953, about 18.5 
percent to be specific, but domestic mine production dropped 29.5 percent, a 
readily foreseeable result considering the lack of import controls, reduced 
domestic consumption (13.5 percent) and stockpile buying below the level of 
the excess of available supplies. 

The foreign producer will not voluntarily reduce his level of metal offered for 
import, despite the President’s instruction to the State Department to seek that 
understanding. On the contrary, the opposite view has been expressed by the 
representative of one country. The Australian consulate general in San Fran- 
cisco stated in a release: “Australian lead-producing companies expect to increase 
their sales to the United States as a result of a recent decision by President 
Dwight D. Eisenhower against imposition of higher duties on lead duties.” 

The question as to whether or not the stockpile buying of zine has either 
“strengthened or protected our mobilization base for lead-zine” is obviously 
answerable—painfully so for the domestic miner. 

The story for lead has been the same except in degree. For one thing, strong 
European demands have diverted a greater portion of foreign-lead production 
to that market and price has reacted accordingly. Price of lead at 15 cents is 
probably reasonable for productions costs in our economy, but zinc mines gain 
no benefit therefrom and mines producing a combination of lead-zine (as do most 
western mines) suffer from an inadequate combined price. 


IMPORTS 


Lead and zinc imports have actually increased in volume since stockpile pur- 
chases began in June 1954. 
Imports during the first 6 months compared with imports since stockpile buying 
began are compared below: 
{In tons] 


| | After start of stockpile 


Before stockpile buying | buying | ‘ ‘ 
| | Increase in 

| -— -| monthly 
| Total Ist Average | Total July} Average be ean 
6 months | monthly | to October| monthly | PRR ene 

| 


| 


|———_—_—_,--_—_-—— 


| 


1954 rate inclusive rate 


Zinc !...... ein <4cdiidenidbhnae d54nBbaend 288, 162 48, 027 208, 831 | 52, 208 
Lead ? penetra pageqeapdecnddbmagan 214, 463 35, 744 167, 429 | 41, 857 | 


! Total zine imports, new zine lst 10 months 1954 equals 496,993 tons. 
3 Total lead imports, new lead Ist 10 months 1954 equals 381,992 tons. 


The above import figures are general imports or the tonnages actually making 
entry into the United States in the period shown. Imports for consumption or 
the tonnage of imported metal released on the market (released from current 
imports and from imports previously entered for warehouse) was substantially 
higher than general imports. 

Mr. Otto Herres reports zine imports for consumption to have averaged 58,874 
tons per month for the first 10 months of 1954, or a total of 588,740 tons in the 
period, or 91,747 tons greater than total general imports in the first 10 months 
of 1954. 


Illustration of squeeze in 1954 on domestic mine production: 
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Projected to 
Tons 1 year basis 
(tons) 


Total domestic consumption first 10 months. -_-.-.------ atl 711, 927 | 854, 312 
Total imports for consumption first 10 months Eieced 588, 740 | 706, 488 


Tons short of satisfying market ' 123, 187 147, 824 
Tons domestic production | 387, 038 464, 445 
Tore GUS GEIS BING ion soo So doc iceccccccccccccccs ineu 263, 851 316, 621 


Because of wage and other cost differentials the domestic miner is marginal in 
the overall supply picture. Further illustration is hardly needed to explain the 
progressively lowered domestic production over the past few years. The situa- 
tion is a complete reversal of the President’s expressed hope for a strengthened 
and protected mobilization base. The basic solution is in reasonable control 
of import volume so that our capacity to produce domestically can be supple- 
mented rather than be further dangerously supplanted. This solution was 
directly recognized by the Tariff Commission. The President, the Cabinet Com- 
mittee, and the State Department made less direct comment but recognized 
import effects. 

EFFECT ON WESTERN MINES (9 STATES) * 


Production record 





Total | Total 
Lead tons Lead value | Zinc tons Zine value lead-zine | lead-zine 
tons | value 
| 





1949... i 242, 750 $76, 725, 100 357, 519 $88, 664, 700 600, 269 | $165, 389, 800 
1950 po geiael 247,508 | 69, 527, 600 366, 729 104, 151, 800 614, 237 173, 679, 400 
tse ‘ 231,159 | 79,980, 800 397, 355 144, 627, 600 | 628, 514 224, 608, 400 
oeinescsn a tatcaeod 228,548 | 73,323, 400 385, 648 128, 034, 500 614, 196 201, 357, 900 
Weicisiiceaccbesesas 194,434 | 50, 960,300 304, 314 69, 921, 500 198, 748 120, 881, 800 


1954 : 169, 738 | 46, 182, 300 | 234, 949 52, 156, 100 404, 687 98, 338, 400 
| | 





! From Bureau of Mines data. 1954 is Bureau of Mines preliminary data. 


The average combined lead-zine tonnage in these States for 1!49, 1950, 1951, 
and 1952 was 614,304 tons, having an average gross metal value of $191,258,900. 
1954 tonnage was but 66 percent of that average and value dropped to only 51.3 
percent. 

The total lead-zine tonnage and value comparisons illustrate the extent to which 
production and economic value of lead and zine has been reduced in Western 
States. The reduction has been due almost entirely to inability of the domestic 
miner to compete with imports. 

Tonnage production and value losses are directly reflected in terms of lowered 
mine, mill, and smelter employment, and decreased related business activity, 
such as transportation, utilities, suppliers, community business, tax income, ete. 

The effects in the several States have varied with types of mines, with costs 
of production in relation to price and with decisions of various managements in 
the matter of whether to sustain production losses or maintenance losses. 

Arizona, New Mexico, and Nevada suffered most productionwise when 1954 
records are compared with 1951. For Arizona, 70,000 tons of lead and zine 
valued at $25 million in 1951, compares with 31,000 tons in 1954 valued at 7 
million. Nevada, 24,600 tons valued at $8.8 million in 1951, compares with 4,500 
tons in 1954 valued at $1.2) million. New Mexico suffered most for 58,000 tons 
as late as 1952 valued at $19 million, compares with 877 tons valued at $240,000 
in 1954. 

Utah, tonnagewise, has suffered less than the above 3—84,800 tons in 1951, 
compared with 76,000 tons in 1954. As to gross value, however, $30 million in 
1951, compares with $19 million in 1954. 
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The portion of the 1954 gross value for Utah production which was actually 
received by the mines in Utah was entirely absorbed in costs. Although 1954 
figures are not yet available, Utah’s lead-zinc mines for 1953 reported to the 
Utah State Tax Commission total receipts of $9,592,053 and “allowable” costs 
of $10,128,376. ($19 million gross value as determined by the Bureau of Mines 
is full market value of metals produced. From this value, milling, smelting, 
refining, transportation, and sales costs must be deducted to determine mine 
receipts, which, as illustrated above, prove to be about half of the gross 
metal value.) 

The Western States are not the only ones to suffer—for example, Tennessee 
produced 38,600 tons of zine in 1951, valued at $17.5 million, but produced only 
30,200 tons in 1954, valued at $12.2 million. New York produced 40,000 tons of 
zine in 1951, valued at $14.5 million, whereas in 1954 a production of 53,300 tons 
was valued at only $11.8 million. For Virginia, the comparison is 7,300 tons 
in 1951, valued at $2.7 million, to 16,300 tons in 1954, valued at but $3.6 million. 
New Jersey on the same basis records 62,900 tons in 1951 of $24.3 million value, 
compared with 36,500 tons in 1954, valued at $8.1 million. 

The immediate result of present conditions is that the domestic lead-zinc 
mining industry has been reduced principally to a struggle for continued 
existence. Exploration and long-range development have ceased, mines having 
the better grade ores, being better able to sustain losses, are the ones remaining 
in operation. Even in these properties selective mining is being practiced— 
high grading is a more descriptive term. Employment is decreasing and com- 
munities in mining areas are feeling the economic pinch. In terms of national 
defense the industry is being demobilized. 

It is proper at this time, in view of the plight of the industry and the expressed 
interest of all who have considered it, to request review of the lead-zinc situation 
by the President, Government agencies, officials, and committees who have author- 
ity or jurisdiction affecting the industry. It is time for friends, employees, 
and officia!s of the industry to join in demanding that review in order that further 
decline of production, employment, and income might be avoided and that 
conditions favorable for return of the industry to a healthy status might be 
created. 


(The following material was submitted for the record :) 


STATEMENT OF WILLIAM I. POWELL, AMERICAN MINING CONGRESS, 
WASHINGTON, D. C. 


In regard to the measure now before you, to extend the Trade Agreements 
Act for 3 years to 1958, the American Mining Congress respectfully submits the 
following statement of its general position: 

We endorse the Government policy which recognizes that an. adequate 
“mobilization base’ of metal and mineral production for our national secu- 
rity is essential. To accomplish this our Nation must look to its domestic 
production and ore reserves for the major portion of its mineral supply, 
despite progressive increase of imports of some metals and minerals. 

Experience has shown that we cannot depend on foreign ore reserves as a 
source of supply in an emergency, however important it may be to import 
some metals and minerals to supplement domestic production and to fill our 
stockpile with materials in which we are deficient. World political condi- 
tions, as well as hazards of possible air and submarine warfare, support this 
conclusion. 

We recommend, therefore, that Congress exercise its authority over tariffs 
to be administered for the welfare of the American people and provide rea- 
sonable tariff protection. In this connection, we eommend the United States 
Tariff Commission for its careful study and complete report to the Con- 
gress, as well as its recommendations to the President, on the industry’s 
application for increased lead and zine duties. 

We commend the members of the United States Congress who worked 
tirelessly to secure the approval of the Tariff Commission’s recommenda- 
tion. It is regrettable that the President did not see fit to accept the Com- 
mission’s recommenations. His alternative program, while having certain 
desirable features, is at best a stopgap solution and does not offer any real 
long-range cure to the problem of the domestic mining industry. 

We favor the enactment of an excise tax on imports of lead and zine, as 
well as other metals and minerals with similar problems, which may be 
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suspended whenever prices are at an economic level that will permit the 
domestic mining industry to maintain an adequate “mobilization base” for 
national security. 

Since the executive department of the Government has not seen fit over 
the past years to adhere to the purposes of the escape-clause and peril-point 
provisions of the Trade Agreements Act, we favor removing the authority 
of the executive department to act on the Tariff Commission’s recommenda- 
tions and favor the placing of such responsibility for approving or dis- 
approving the recommendations in the hands of the Congress where the con- 
stitutional authority rests. We also favor allowing the Trade Agreements 
Act of 1934, as extended, to expire on June 12, 1955. 

This statement was adopted at a convention of the American Mining Congress 
in San Francisco last September, attended by over 7,500 mining leaders from 
all parts of the country, and was given final approval! by our board of directors 
on November 29, 1954. 

The mining industry of the United States is deeply concerned with the legis- 
lation now under consideration. It is our view that the Trade Agreements Act 
of 1934, as extended, should be allowed to expire on June 12 of this year. How- 
ever, if it is determined by your committee that an extension of the authority 
to enter into trade agreements is imperative, we urge that you adopt certain 
strengthening amendments therein that are needed to protect our national secu- 
rity and to minimize injury to domestic producers and labor. 


I. ESCAPE CLAUSE 


We recommend retention of the escape-clause rules calling for investigation 
by the Tariff Commission of applications for relief, together with remedial meas 
ures, including the establishment of import quotas, in cases where trade agree- 
ment concessions cause or threaten serious injury. However, we recommend 
that the authority for approving or disapproving the recommendations of the 
Tariff Commission be removed from the executive department and returned to 
Congress where the authority to fix tariffs is lodged by the Constitution. We 
believe the authority to accept or reject the Tariff Commission’s recommenda 
tions—which may include the power of life or death over important segments 
of American industry—is too great a responsibility to be placed under the control 
of executive departments, such as the Department of State, which are not directly 
accountable to the people. The original intent of the escape clause—to prevent 
serious injury to domestic producers and workers—has been practically nullified 
through Executive disregard of Tariff Commission recommendations. If the 
escape clause is to be made effective and the intent of Congress carried out, the 
final decision on recommendations by the Commission must be placed in the 
hands of Congress as the direct representative of the people. Any other cours¢ 
of action ignores congressional prerogatives with respect to tariffs and is not in 
the best interest of the country. A provision calling for congressional approval 
or disapproval of the Tariff Commission’s recommendations under the escayx 
clause will not only restore the orderly processes of democratic government but 
will serve to insure proper care and concern for domestic producers throughout 
the process of adjusting tariff rates. 

The mining industry has had recent firsthand experience which graphically 
portrays how inadequate the escape clause is in meeting the purpose for which 
Congress originally placed it in the law. A specific case in point is that of the 
lead-zinc industry which sought relief through the escape clause in 1953. 

As you may recall, during the hearings before your committee on the Trade 
Agreements Extension Act of 1953, two members of the President’s Cabinet stated 
that adequate relief could be accorded the lead-zine industry through the escape 
clause. In opposing the Simpson bill, which would have provided additional 
protection for the lead-zine industry, these high-ranking officers of the executive 
department recommended that the industry, which was suffering serious injury, 
seek relief under the escape-clause provisions. Accordingly, when the Simpson 
bill failed of passage, the lead-zine industry appeared before the Tariff Com- 
mission in November 1953 and painstakingly showed through facts and figures 
that excessive imports as a result of trade-agreement concessions were causing 
serious damage to domestic producers and workers. 

The Tariff Commission unanimously found that “as a result in part of the 
customs treatment reflecting the concessions granted thereon in the General 
Agreement on Tariffs and Trade,” lead and zine metal, ores, and concentrates 
“are being imported into the United States in such increased quantities, both 
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actual and relative to domestic production, as to cause serious injury to the 
domestic industry producing like or directly competitive products.” Five of the 
six Tariff Commissioners recommended to the President that “in order to remedy 
the serious injury to the domestic industry * * * it is necessary that rates of 
duty 50 percent above the rates ‘existing on January 1, 1945’ * * * be imposed 
for an indefinite period.” A sixth Commissioner recommended that the duty 
be raised to the rates existing under the Tariff Act of 1930. 

It is now history that the President did not see fit to follow the recommenda- 
tions of the Tariff Commission. A broadened stockpile program was adopted, 
which has afforded some temporary relief but has not resulted in the reopening 
of closed mines, nor the reemployment of idle workers, and which affords no 
incentive for continued development of the lead-zine mines so essential to an 
adequate mobilization base. Without a stable and continuing Government policy, 
such as would have been afforded by acceptance of the Tariff Commission’s 
recommendations, we cannot expect to maintain a strong producing domestic 
lead-zine industry such as is needed for our national security. 

We believe that in any issue of such vital importance the carefully considered 
recommendations of the Tariff Commission should be submitted direct to the 
Congress and should not be subject to veto by the executive departments. 


If. PERIL POINT 


Under present law the President, prior to negotiating a trade agreement, is 
required to ask the Tariff Commission to determine, in the case of each com- 
modity subject to negotiation, the point below which the tariff may not be reduced 
without serious injury or threat of serious injury to the domestic industry pro- 
ducing like or directly competitive articles. The Commission may also set a 
point to which tariff should be increased to prevent such injury. 

The President may accept or reject the findings of the Commission and, unfor- 
tunately, all too often these findings have been ignored. 

We believe that, in any extension of the Trade Agreements Act, the peril-point 
provisions should be strengthened, to clarify and make more specific the nature 
and type of injury to be considered by the Tariff Commission in making its peril- 
point findings. Thus, the standard for establishing a peril point should be such 
as would recognize the unemployment, injury to domestic producers, or impair- 
ment of the national security that might be caused by trade agreement con- 
cessions. 

We further believe that in this case, also, final responsibility for passing on 
the Tariff Commission’s recommendations should be placed in the hands of Con- 
gress. No concession under a trade agreement which reduces a duty below the 
peril point set by the Tariff Commission should be made unless approved by 
Congress. Otherwise, the welfare of the affected domestic industry, and even 
its ability to survive, may receive all too little consideration. 


III. EXCISE TAX ON LEAD AND ZINC 


As stated above, the lead-zine industry in recent years has suffered severely 
as a result of excessive imports. The excellent report made to your committee 
on April 20, 1954, by the Tariff Commission, based on its extended hearings and 
investigation, showed clearly the depressed conditions existing in this industry. 
The report pointed out that under the present tariff status, imports of lead and 
zine are only slightly restricted, and that “domestic mine production of both 
metals has declined sharply, many mines have been forced to close, and employ- 
ment has been greatly reduced.” 

To meet this situation, the Commission suggested increased protection for the 
industry, saying “accordingly, if legislation imposing increased import restric- 
tions on lead and zine contained a recital to the effect that an emergency in inter- 
national relations exists and that the imposition of the import restrictions pro- 
vided for in the legislation is necessary for the protection of the United States, 
the restrictions imposed by such legislation would not be inconsistent with 
United States commitments in the GATT. It would seem necessary that such a 
recital would have to be predicated, of course, upon a determination made in good 
faith that the additional import restrictions on lead and zine were necessary to 
protect the essential security interests of the United States and upon the exist- 
ence of an emergency in international relations such as is contemplated by article 
XXI (of GATT).” 

Subsequently, as noted above, the Commission unanimously recommended in- 
creased import duties under the escape clause. 
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Unfortunately, this recommendation was rejected by the executive department. 
The President’s alternative program for aiding the industry through increased 
stockpiling, while affording some short-range help, is at best a stopgap solution 
and does not offer any real long-range cure to the industry’s problem. It has 
not resulted in reopening any domestic mines which have been closed down as 
a result of excessive imports. Nor is it adequate to establish the proper mobili- 
zation base which is needed for our national security. So long as the Government 
policy with respect to the domestic lead-zinc industry is based solely on a tem- 
porary short-range program, it will be difficult for lead-zine producers to make 
the necessary expenditures to extend known deposits and develop new ore 
reserves. 

It is our belief that our national security requires that Congress promptly 
develop a sound long-range tariff policy for material resources essential to our 
defense. In particular we recommend that your committee place in the bill now 
before you a provision for an adequate excise tax on imports of lead and zine, 
to be suspended whenever market prices are at an economic level that will permit 
the domestic industry to maintain an adequate “mobilization base” for national 
security. The most effective “mobilization base” is a going, healthy mining 
industry. 

IV. FOREIGN RESIDUAL OIL 


The coal industry continues to be faced with excessive imports of residual 
fuel oil. In 1953 (the latest year for which complete figures are available) 
136 million barrels of this waste product were dumped into this country,. dis- 
placing 33 million tons of coal production which had an effect equivalent to 
forcing 25,000 coal miners out of work. 

This unrestricted flow of imported residual fuel oil has had a tremendous 
impact not only on the coal industry but also on the domestic oil industry and 
the Nation’s railroads. Each of these industries has felt the sting of unem- 
ployment and economic loss due to the excessive importations of this low-grade 
fuel. Being a waste product from refineries producing higher grade petroleum 
derivatives, imported residual oil can be sold at such a price that, aecording 
to Thomas Kennedy, vice president of the United Mine Workers of America, 
“if our miners worked for nothing, we still could not compete.” 

Coal is the primary fuel source for turning the wheels of industry both in peace 
and war. The security and welfare of the United States depends in large part 
on the coal industry’s being in position to meet the tremendous demands placed 
upon it during a national emergency. This means that adequate production 
of coal and employment of trained miners, and a productive capacity capable 
of being rapidly expanded, must be maintained as an essential part of the 
country’s mobilization base. 

Current coal production (less than 400 million tons .in 1954) is far below 
a safe level. Our national security is being threatened as coal mines continue 
to close down through the loss of coal’s historic markets to imported residual 
fuel oil. Each mine that closes weakens the potential strength of this Nation 
for meeting its important task of world leadership in the cause of peace. 

Once closed down, coal mines, like other mines, cannot be readily reopened 
nor displaced miners returned to their lifetime job of producing coal. Asa result 
of flooding, gas seepage, deterioration of roof supports, etc., many, many months 
may be required for reopening a closed mine. Some mines can never be reopened 
It is equally difficult to recoup the lost know-how and experience that are 
being dissipated as trained miners are forced to seek employment in other 
industries. 

This Nation can ill afford to ignore the vital role coal plays in the mobilization 
base for national defense. It is dangerous to allow our own industry to be dis 
mantled and to place reliance on a foreign-produced commodity which bitter 
experience has proven cannot be supplied in time of critical need due to 
wartime dangers to our shipping lanes. 

The American Mining Congress is deeply concerned over the harm that is 
being done to the coal industry by the excessive imports of residual oil. To meet 
this problem we strongly recommend that Congress establish an overall quota of 
10 percent of domestic consumption on imports of foreign residual fuel oil 


V. STRATEGIC AND CRITICAL MINERALS 


Reductions of duties on strategic and critical minerals create serious deterrents 
to domestic mine production of these materials. 
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The American Mining Congress has repeatedly advocated the exclusion of 
strategic and critical minerals from further duty reductions. We now urge that 
a policy be established in the legislation before you under which duties on these 
important minerals will be restored to at least the statutory rates of duty under 
the 1930 act. 

Under present conditions the existing rates on many critical and strategic 
minerals are totally inadequate. Tariffs which provided a reasonable measure 
of: protection in 1980 have been lowered under trade agreements and their 
effectiveness still further reduced as a result of our increased production costs. 
If we are to maintain a domestic mining industry, further duty reductions must 
stop and higher rates must be established in order to offset, in some measure, 
the sharp rise in costs of materials, wages, and taxes that has taken place in 
the United States. 

Those strategic and critical minerals and metals which are not available in 
this country in significant quantities are generally on the free list under the 
existing Tariff Act, and would not be affected by this recommendation. On the 
other hand, important critical and strategic metals and minerals such as fluorspar, 
tungsten, antimony, mercury, molybdenum, cadmium, barite, etc., are normally 
produced in substantial quantities within the United States: and with the aid 
of reasonable tariff protection our own mines can supply a major portion of 
our Nation’s requirements. It is for these materials that we ask your com- 
mittee’s protection against any reduction in import duties and for a restoration 
of at least the statutory tariff rates under the 1930 act. 

It must be recognized that the safest and surest source for these important 
minerals is a strong domestic mining industry. 

Essential to a sound and vigorous mining industry are governmental policies 
which will permit of reasonable confidence in the future. The very existence 
of the mining industry depends upon long-range planning and the risking of 
large sums of capital in exploring for and developing new ore reserves and new 
mines which will not be worked until a future date. Several years are often 
required from the inception of a mining enterprise until it gets into full pro- 
ducton. Even in existing mines, continued investment of risk capital is needed 
to extend known reserves, develop ore, modernize equipment, and expand the 
mining labor force. Historically, the mining industry is particularly suscep- 
tible to a condition where the addition of avoidable risks to those that must 
necessarily be encountered could well dry up the new development that must 
constantly be going on. 

Our domestic mining industries must have adequate tariff protection in order 
to compete with the output of foreign mines with richer deposits and low 
labor costs, as well as from imports of minerals and metals the production of 
which is artificially stimulated by foreign currency devaluation, dumping, sub- 
sidies, or the operation of foreign cartels. 

Constructive congressional action in protecting our domestic mineral output 
is urgently needed at this time in order to remove present threats and fore- 
stall possible future threats to our national security. A healthy, going mining 
industry is an essential foundation upon which our Government must erect its 
mobilization base. 


AMERICAN Zinc, LEAD & SMELTING Co., 
St. Louis, Mo., January 28, 1955. 
Hon. JERRY COOPER, 
House Office Building, 
Washington, D. C. 


Dear Mr. Cooper: Inasmuch as our company, through its wholly owned sub- 
sidiary, the American Zine Co. of Tennessee, is a substantial producer of zine con- 
centrates in eastern Tennessee, I am writing you to acquaint you with our 
situation. 

Our company started development of Tennessee zinc deposits in 1912 and in 
1914 finished sinking of first shafts and the construction of a concentrating 
plant. This plant has been in steady operation since it was first started and 
has given employment to the operating staff and workmen, numbering from a 
minimum of 400 to a maximum of 1,000 employees. These operations include 
stone quarries that are used in connection with our mine byproducts business 
and the processing and shipment of agricultural limestone and road-building 
material, which is produced from our mine byproducts. The operations lie 
along the main line of the Southern Railway Co. east from Knoxville up to 
Jefferson City, Tenn., with one quarry being operated by a company in which 
we are 50 percent owners which is near Johnson City, Tenn. 
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The production of zinc, copper, and other minerals from Tennessee is not 
only of much importance to the economy of the State of Tennessee but con- 
tributes much vital material for our national defense. 

In the east Tennessee zinc district operations are being conducted by our 
company, the United States Steel Corp., and the New Jersey Zine Co. 

There are at present developed very large tonnages of low-grade zinc ores. 
The tenor of the zine ores mined from this district is much below the average 
tenor of zine produced from mines in Canada, Mexico, and European countries. 

For many years the zinc industry has had protection through import tariffs 
and has therefore been able to compete with zinc produced from foreign mines 
where the labor rates are much lower than we pay in the Tennessee area. Asa 
matter of fact, our average wages are approximately $16.50 a day whereas in 
all of the foreign countries except Canada the rate of pay to workmen is approxi- 
mately 20 to 25 percent of this scale. 

The following figures will give you some idea of the size of the payroll we have 
at our company operations in Tennessee : 


$2,968,000 1953_....._........--_.-_ $2,573,000 


pay 


3,075,000 1954 2, 114, 000 


The average for the 4 years is approximately $2,700,000 yearly and represents 
the earnings of our present force that will average 600 day-wage employees and 
members of our staff. You will note our payment in 1954 was approximately 
$460,000 below that in 1953. This reduction in wages was due entirely to the 
effect of the heavy imports of zine metal from foreign countries which were sold 
here at prices substantially below the American price and, in a number of in- 
stances, the price was below what it cost us to produce similar slab zinc from 
our east Tennessee mines. The results of these heavy imports, which started the 
latter part of 1952 and were exceedingly heavy in 1953, made it necessary for us 
to close three of our mines. 

At this time Congress is considering an extension of foreign trade legislation 
which extension would provide for a further reduction in duties. 

The economic situation in the domestic zine industry prompted the executive 
officials of the present administration to request the Tariff Commission to make 
a careful study of zine and lead and report their findings. This study extended 
over a period of a year and a half and was probably as complete an investigation 
and study as has ever been made of a natural resource product by the Tariff 
Commission. The Tariff Commission voted unanimously to recommend a sub- 
stantial increase in the duty on imports into this country. The administration, 
however, did not follow these recommendations and, as a result, there still is a 
large number of men unemployed in various sections of the United States where 
zine is produced. 

To show the effect of these heavy imports of zinc Government reports disclose 
that the domestic production of slab zinc in 1954 is the lowest production of 
any year since 1934. This situation, when one takes into account our high 
industrial activity, is concrete evidence of the drastic effect of foreign imports 
of slab zinc. 

I am taking the liberty of enclosing a copy of a brief memorandum I have 
prepared setting forth our present situation. 

Because of the importance of the natural-resource industry to the defense 
of this country and particularly of the importance to the State of Tennessee, 
I urge that you give favorable consideration to such legislation as is necessary 
to protect American workmen and the American investor. 

Your consideration of this vital matter will be appreciated. 

Very truly yours, 
H. I. Youne, President. 


MEMORANDUM RE FOREIGN TRADE LEGISLATION 


Bill H. R. 1, before the Ways and Means Committee for consideration, if 
passed in its present form will produce a very serious and uncertain situation 
for all of the industries that produce natural resources such as zinc, lead, 
aluminum, copper, and other minerals that are of vital importance to the national 
defense of this country. 

Our company is vitally interested in developing and producing zinc and lead 
in various sections of the United States. We have no foreign investments. 
We are purchasers of foreign zinc concentrates that are required for operating 
our zine plants located in Texas, Arkansas, and Illinois. In all of these States 
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where we have mining operations the tenor of the ore, as regards quantity of 
zine and lead, is much below the average of the foreign-producing mines. 

Our labor rate at these properties varies from a low of $12 to a high of $20 
a day (average $16.50), whereas the pay in all of the foreign countries exeept 
Canada is approximately one-fifth of the wages we are paying at any Of our 
properties. 

It requires approximately 5 years to bring a mine into production after an ore 
discovery has been made and the cost of development and equipment is from 2 to 5 
times as much as it was when we developed and equipped our original mines in 
these localities. 

A national trade policy that does not give protection to the workmen and cap- 
ital investment in the natural resources industry will, in my judgment, have the 
effect of discouraging development and the building of new plants that are so 
badly needed. This, in turn, will make for much lower employment. 

If there was ever a clear-cut example of the danger to American industry which 
Congress was attempting to guard against in the escape clause of the Reciprocal 
Trade Agreements Act, it was the zine and lead industry in the past 2 years. The 
Tariff Commission, after one of the most comprehensive investigations ever made 
of an American industry, recommended unanimously to the President that relief 
be granted to the industry under the escape clause. The President refused to 
grant such relief and instead adopted a short-term stockpiling program. 

The stockpiling program has been of much assistance in removing surplus ab- 
normal stocks of slab zine and pig lead from the market to the national defense 
stockpile. The short-range policy, however, has not brought back into production 
any of the zine and lead mines that were closed prior to July 1 as a result of low 
prices. The actual production of zine from domestic mines in 1954 was the low- 
est production we have had since 1934. 

As each of those receiving this memorandum know, all of the metals I have 
mentioned are of vital importance to the defense of our country as well as to 
our national economy. It is quite evident that our present administration will 
not use the escape clause that has been talked of so much in our present foreign 
trade legislation, and statements that have been made by Government and 
industry witnesses to the effect that industry is always protected through this 
escape clause have little foundation and fact. 

There are only 2 or 3 instances where the eseape clause has been used, namely 
furs from Canada, lace from France and Italy, and watches from Switzerland. 

I am sure you will agree with me that in view of this experience the type of 
legislation that is now being recommended will not encourage development of our 
natural resources. 

In order to make the escape clause effective and thereby protect American 
workmen and interest, we believe that legislation should provide that the Tariff 
Commission findings under the escape clause should be referred to Congress 
for final action rather than the executive department of our Government. 

Through present legislation all American industry is required to sell its prod- 
ucts under the Robinson-Patman law, which prevents discrimination in price 
between different customers in the same classification. The foreign materials 
that are coming into this country in competition with us can be priced at dif- 
ferent prices to different customers in the same classification and we have found 
during the past 2 years that some of the surplus foreign stocks of metal have 
been sold in the United States of America at ridiculously low prices. 

It is my judgment that any foreign trade bill should fully protect the American | 
workman and industry and I am hopeful that all of these factors will be given 
careful consideration before new foreign trade legislation is adopted. 

The statements that have been made that bringing in foreign material at low 
prices will have a tendency to keep down the cost of living have not been borne 
out. The price of our product has decreased by 40 to 50 percent since 1952 and 
the finished products that are being sold to the American public where substantial 
quantities of these mineral products were being used are still being sold at the 
price that prevailed in 1952 or higher. 

3ased on our experience in World War I, and World War ITI, and during the 
Korean defense program, all of these metals should be produced to the maximum 
of our resources at all times so that we can adequatedly satisfy any needs or de- 
mands of our government for national defense. 

Sr. Louts, Mo., January 28, 1955. 


The Cratrman. The next witness is Hon. William G. Bray, of 
Indiana. We know you very pleasantly, Mr. Bray, but will you 
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follow the usual custom of giving your name and address and the 
capacity in which you appear for the record. 


STATEMENT OF HON. WILLIAM G. BRAY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF INDIANA 


Mr. Bray. My name is William G. Bray, and I represent the 
Seventh Indiana District. 

Gentlemen, I do not intend to take up very much of your time 
becatise I realize that the matters that I am discussing have been dis- 
cussed many times, and by experts. 

I do want to briefly state, however, that I would like to call atten- 
tion to two bills which I have introduced, and which are now pending 
before this committee: That is, H. R. 3243 would limit oil imports 
to a degree compatible with maintaining health in our own oil and coal 
industry. That is very similar to other bills on the same subject 
which have been introduced. Also H. R. 3243, concerning sheet-glass 
imports, another domestic industry which finds competition with the 
cheap labor glass manufacturers of Europe an unfair contest. 

The rubber industry is also in peril by comparison of the product 
of a high labor standard industry with the product of nations in which 
standards are very low. 

Now, the Legislature of Indiana has passed House Resolution No. 7, 
which I would like to introduce in the record, is a resolution regarding 
the oil and coal industry being imperiled. 

The Cuamman. Without objection, it will be included in the record. 

(The resolution follows:) 


JANUARY 26, 1955. 
House RESOLUTION No. 7 


Mr. Speaker, I offer the following resolution and move its adoption: 

The national oil and gas policy adopted in January 1949 and endorsed by the 
independent oil producers of Indiana and of the several other oil-producing 
States recognizes as a basic objective the assurance that the United States shall 
have an adequate and available domestic supply of petroleum products for all 
peacetime and emergency requirements. 

The first fundamental principle of the national oil policy, formulated by the 
National Petroleum Council, states that due consideration should be given to 
the development of foreign oil resources but the paramount objective should be 
to maintain conditions best suited to a healthy domestic industry which is 
essential to the national security and welfare. 

The national oil policy further states that petroleum imports should serve 
to supplement and not supplant domestic supplies and not retard necessary 
domestic exploration and development efforts. This is a sound policy. Adher- 
ence to this policy is essential to our national well-being, security, and expanding 
strength as to oil. 

This accepted policy provides a place for petroleum imports and an oppor- 
tunity for healthy foreign trade. 

The continuation of present excessive foreign imports of oil violates that 
policy. Wasteful inventories have accumulated and production has been sub- 
stantially curtailed in Indiana as well as in other oil-producing States. Fair 
and equitable relationships between imports and domestic production are not 
being maintained. The independent producer of oil and gas has been thrown 
into a serious economic situation and ultimately will be forced to abandon all 
exploratory and producing operations. This would be a serious threat to and 
could cause present oil and gas known and proven reserves to be used and 
exhausted. Exploration and the continued search is necessary-to maintain a 
reserve replacing the requirements for daily demands and consumption. These 
are perilous times in America. We are living in an era of the hydrogen bomb. 
Our continued existence as individuals and as a Nation depends wpon our ability 
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to build and fuel the weapons of war. In this race for survival, the domestic 
oil industry is the backbone of the defense of our Nation. 

Two world wars have proven this beyond any possible doubt. The importance 
of domestic oil in any future wars is evidenced by the fact that our defense 
planners recognize the logistical problems of moving imported oil by sea during 
a time of war. Let the American people make no mistake as to the basic issue 
now involved; a healthy, capable domestic oil industry or the false and uncertain 
enacted as a part of H. R. 1, the extension of the Reciprocal Trade Agree 

Resolved by the House of Representatives of the Indiana General Assembly: 

Section 1. We urge the Congress of the United States to recognize this situa- 
tion affecting an important industry of our State and its economic well-being 
and that some measure of limitation on the import of foreign oil should be 
enacted as a part of H. R. No. 1, the extension of the Reciprocal Trade Agree- 
ments Act in order to maintain a healthy domestic oil industry. 

Sec. 2. The clerk of the house of representatives shall transmit a copy of this 
resolution to each Member of the United States Congress and Senate from 
Indiana and one copy to the clerk of the House Ways and Means Committee, 
Washington, D. C., and that a copy be sent to all governors of the various States 
together with the request that their States adopt similar resolutions. 


LANGSENKAMP, Representative. 
MinnNIcK, Representative. 

Mr. Bray. The situation is becoming very bad, especially in the 
coal industry. In the matter of glass, it is getting progressively worse, 
but it is not critical. Also, regarding the manufacture of rubber 
goods, that situation promises to become bad. 

A short time ago in a conversation with a gentleman who is working 
strongly for the passage of H. R. 1 without change, I told him how 
serious the condition of the coal industry and the coal miner has be- 
come and of all of the etforts being made by many including myself 
to bring in new industry to relieve the unemployment. He almost 
callously said, “Why don’t they get other jobs?” I do not suppose 
he understood the suffering of the pn: cats miners and of the futile 
efforts to get them other jobs or he surely would never have made such 
a remark. 

There is a parallel case in history to this remark. It was when 
Marie Antoinette was told the people were crying for bread. Her 
answer was, “Why don’t they eat cake?” 

The Cuatrman. We thank you for your appearance and the in- 
formation given the committee. 

Are there any questions ? 

We thank you, sir. 

Mr. Reep. We want to thank you for your statement. I just want 
to congratulate you, sir, on your statement. 

The Cuairman. We thank you. 

‘The next witness on the calendar is the Honorable Ed Edmondson, 
of Oklahoma. 

We know you very pleasantly, Mr. Edmondson, but will you please 
follow the usual custom and give your name and address and the 
capacity in which you appear for the record. 


STATEMENT OF HON. ED EDMONDSON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OKLAHOMA 


Mr. Epmonpson. Mr. Chairman, my name is Ed Edmondson, and 
I represent the Second District of Oklahoma in the House of Repre- 
sentatives. 

I am in favor of reciprocal trade, and hope this committee will 
soon give the House an opportunity to vote for its extension. In the 





TRADE AGREEMENTS EXTENSION 2383 


world of 1955, international trade is of vital importance, if we are to 
preserve the solidarity of the free nations in the fight against 
communism. 

At the same time, I am also hopeful that this committee will fulfill 
its responsibility in seeing that the spirit and meaning of reciprocal 
trade are not destroyed by the executive branch of our Government. 

I cannot believe it was ever intended by Congress in writing this 
policy into law, that sound and productive American industries 
should be destroyed through its implementation. 

I cannot believe it was ever intended that hundreds of thousands of 
American workers should be thrown into unemployment as a direct 
and immediate result of trade agreements which flood our markets 
with competitive products from abroad. 

I cannot believe that it was intended that the escape clause should be 
ignored by the White House, when a case is made under it, as it was in 
the case of the lead and zinc industry of this Nation. 

The time has come for the Congress to take positive steps in support 
of the reciprocal trade program, to assure that its true meaning and 
objectives are continued, rather than perverted, by the Executive. 

Like any other program, the reciprocal trade program must have the 
support of the people to survive. 

We canot undermine and destroy our Nation’s mining industry, its 
glass industry, its petroleum industry and others, and hope to continue 
the popular support which is essential to reciprocal trade. 

Let us therefore write into law the safeguards which are necessary 
to protect American industries essential to national security and any 
emergency effort which might arise, and send our reciprocal trade 
program to the White House with these safeguards in it. 

I am sure this committee is capable of correcting the injustice we 
now see in the international trade picture for great segments of 
American industry, and of correcting that injustice by wise and ef- 
fective amendment of the reciprocal trade legislation. 

The Cuatrman. Does that complete your statement, Mr. Edmond- 
son ¢ 

Mr. Epmonpson. That completes my statement. 

The Cuarrman. Thank you for your appearance and the informa- 
tion you have given the committee. We thank you, sir. 

Hon. Robert H. Mollohan, of West Virginia, is present. Mr. 
Mollohan, will you please come forward? We are pleasantly ac- 
quainted with you as our colleague in the House but for the record 
will you please identify yourself? 


STATEMENT OF ROBERT H. MOLLOHAN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Motionan. I am Robert H. Mollohan, representing the First 
Congressional District of West Virginia. 

Mr. Chairman, thank you for this opportunity to speak briefly with 
regard to H. R. 1, the legislation presently under consideration. Dur- 
ing the course of the hearings on this legislation, you will have had 
presented to you every possible argument representing the economic 
problems it poses. 

My purpose in being here, however, is to raise not the economic but 
the human equation which is involved. 
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If we pass this legislation, Mr. Chairman, what shall we say to our 
constituents—to the hundreds of American businessmen and the 
hundreds of thousands of American workers—who, by our act, 
. — have declared expendable in favor of the nationals of other 
ands? 

Here is the average American small-business man. He seeks no 
world markets, but he has, for years, competed successfully among his 
fellow citizens for his share of our domestic trade. Through the in- 
vestment of his capital, his ingenuity and his personal industry, he 
has“built wp a business which has provided for himself and his family 
a comfortable income and for his fellow townsmen, jobs and a decent 
American standard of living. 

He has contributed to the economic security of his community. He 
has withstood the normal exigencies of competitive trade and he has 
survived the punishing burdens of the excess-profits tax—the 52 per- 
cent corporate tax and a hundred or more excise taxes, payroll taxes, 
and State and local taxes. Both he and his employees pay heavy per- 
sonal income taxes and thus sacrifice many small luxuries for the sake 
of our foreign aid programs. 

Moreover, by the very laws we have passed, we have almost forced 
him to price himself out of our own domestic markets. It is true 
that these laws—the minimum wage, social security, and unemploy- 
ment compensation, to name a few—have helped to make us the most 
prosperous Nation on earth. They have boosted consumer purchas- 
ing power and, in times of economic flux, have served to stabilize our 
economy. But they have added to the cost of production. 

Yet now, as we prepare to pass H. R. 1, as we get ready to take 


away the slight safeguards, and very slight safeguards they are— 
which our present low tariff rates provide—we charge this enter- 
prising American businessman and his employees with “inefficiency of 
operations” and claim that if their industry cannot manage to produce 


more cheaply than its ae competitor, it does not rate to survive. 
er 


And with sublime indifference to the realities of their circum- 
stances—with almost callous unconcern for the immediacy of their 
problems and their plight—we naively suggest that they find some- 
thing else to do and promise that, with a few years’ time, under the 
stimulus of increased world trade, this nebulous “something else” will 
be bound to turn up. 

. But what explanations are we to offer now, Mr. Chairman, to the 
le of Paden City, and Newell, and Moundsville, and Fairmont, 

. Va.—yes, hundreds of other communities throughout the United 
States—whose bread-and-butter industries, whose jobs and livelihoods 
and whose towns and cities, we are about ruthlessly to commit to 
slaughter on the sacrificial altars of world trade? 

The Cuatrman. We thank you for your appearance and the infor- 
mation you have given the committee. 

Mr. Moitionan. Thank you, Mr. Chairman. 

The next witness on the calendar is Hon. John E. Henderson, of 
Ohio. Will you come forward, please, sir. 

We know you very pleasantly, Mr. Henderson, and will you please 
follow the usual custom of giving your name and address and the 
capacity in which you appear for the record. 
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STATEMENT OF HON. JOHN E. HENDERSON, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF OHIO 


Mr. Henverson. I am John Henderson, Representative from the 
15th District of Ohio, and my hometown is Cambridge, Ohio. 

Mr. Chairman, I appreciate this opportunity to present to the Ways 
and Means Committee, the position of the people and the industries of 
the 15th District of Ohio on the provisions proposed by H. R. 1. At 
the outset, let me say that the expressions of opinion from south- 
eastern Ohio have been unanimous in their vigorous opposition to 
legislation which could result in any further lowering of tariffs on 
those products of the district already adversely affected in our mar- 
kets by foreign competitors. I wish to cite coal, glass, and pottery 
among the principal products so affected in the 15th district. 

Ohio aie fifth in the production of our Nation’s coal supplies. 
Of this amuont, one-fifth of the tonnage comes from the mines of the 
seven counties in my district. The men who work these mines are 
dependent upon continued mine operation for their livelihood. In 
turn, entire communities must look to the mines for their prosperity. 
The railroads serving the area are dependent nnon them for revenne. 

In a century and a half of mining, about 2 billion tons of coal have 
been taken from Ohio mines. However, the coal reserves remaining in 
the State are estimated at upward of 40 billion tons. 

Today, the importation of foreign residual oil has cut off the usual 
markets for coal producers in Ohio as well as in our neighboring States 
of Pennsylvania and West Virginia to the end that the entire eastern 
area is experiencing an oversupply of coal affecting the entire industry. 
The result has been that the mines in my congressional district are suf- 
fering because of the mounting competition in the traditional coal mar- 
kets. The records indicate that in 1952, 2,461 men were employed in the 
mining industry and since that date the work force has declined stead- 
ily, with the result that there is a marked hardship among our mining 
communities. We have already experienced the migration of coal 
miners to other parts of the country to look for work, so that today it 
would be virtualy impossible if the situation required it, to quickly re- 
store coal production in southeastern Ohio to its former level because 
of insufficient skilled miners. 

Furthermore, a coal mine once closed, requires many dollars and 
many months to restore to production. If the international picture 
should change suddenly and it became impossible to obtain foreign im- 
ports of residual oil, there would be an immediate catastrophe in the 
coal production areas. 

A great percentage of coal is being used in the generation of electric 
power and QOhio’s public utility companies are carrying on a rapid 
expansion program. Further increase in demand for electric power 
will come from the new atomic energy plants in southern Ohio. We 
need to keep our ability to generate power and turn the wheels of in- 
dustry, in constant readiness. This cannot be done if mines are closed 
and miners displaced because of an easy oil import situation. It is to 
our advantage to keep America’s fuel industry strong in time of peace 
so that it can be immediately productive should production for war 
require it. 


57600—55—pt. 2 65 
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For this reason I would strongly urge a quota restriction on residual 
and crude oil coming into this country from foreign areas. 

Southeastern Ohio will also be seriously hurt in other ways if the 
proposals of H. R. 1 are carried into effect. 

In addition to the production of coal, southeastern Ohio is depend- 
ent upon the pottery and glass industries as major sources of employ- 
ment and income. These industries have for years been suffering from 
the effects of lowered restrictions upon imports. 

The chief pottery-producing countries of the world other than the 
United States, pay an hourly wage which is less than one-fourth of that 
paid in the United States and since about 65 percent of the total cost 
of production in the manufacture of pottery is representative of labor 
costs, the industry would suffer greatly by uncontrolled competition 
from abroad. Without great differences in technology, such a ditfer- 
ential in labor costs may be considered an assault on the standard of 
living we have attained in America. I have been receiving hundreds 
of communications not only from the pottery industry, but from the 
men and women employed therein. Post cards continue to pour into 
the office daily and petitions signed by a great. number of workers who 
believe that with the passage of H. R. 1, without amendment, the in- 
dustry upon which they depend will be decimated. 

I should like to add, parenthetically, that I read with considerable 
interest of the consternation of the Swiss officials, upon learning that 
tariff restrictions were to be increased for Swiss watches. Their 
comment was that two of their towns were dependent upon their 
ability to sell watches in the United States. Conversely, I would like 
to point out that the economy of Cambridge, of Zanesville, of Rose- 
ville, and of Crooksville in the 15th District of Ohio, are dependent 
upon a healthy American market for American pottery. 

I sympathize with the idea that with free trade an increased pros- 
perity might come through increased production and I will not quarrel 
with the principle that with certain industries, such may be the case. 
I cannot agree, however, that this generalization should not be quali- 
fied. In the field of pottery and of glass and in the areas dependent 
upon them for their livelihood, the result will be utter ruin. South- 
eastern Ohio wants to play its part in helping to generate increased 
prosperity, but it cannot subscribe to any program which would harm 
its livelihood. Prosperity can only be measured as a sum of all of 
the economic parts which contribute to it. If one area suffers, its 
economic decline cannot help but affect the prosperity of the Nation. 

I appeal to this committee, that if in its wisdom, it finds that restric- 
tions on imports should be lowered, that it consider well the position 
of the pottery and glass industries as well as that of the coal indust 
and that it realize that southeastern Ohio and other districts as well, 
will go under the knife on a wholesale basis. 

The CuatrMAn. Does that complete your statement ? 

Mr. Henperson. It does. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? 

Mr. Jenkins of Ohio will inquire. 

Mr. Jenxrtns. Mr. Henderson, of course, the record does not show 
that your district and my district adjoin, but since we do join, we 
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naturally should know the situations in both of our districts. Our 
districts comprise about one-fifth of the area of the whole State of 
Ohio. It would be about 16 counties between us. 

You say that you are receiving many: communications daily, and, 
of course, these communications come from people who have lost their 
jobs or are about to lose their jobs. Is that right? 

Mr. Henverson. They are from people who have lost their jobs 
and people who fear that they will lose their jobs, Mr. Jenkins. 

Mr. Jenkins. Then also, how about the merchants and those who 
have businesses in that section? You know where Murray City is, 
do you not? 

Mr. Henperson. Yes. 

Mr. Jenkins. Murray City is in my district. There used to be a 
very big department store there and several clerks were employed in 
that place. The other day I passed there and that large store seemed 
to be vacant. I don’t think there is anybody there. I went over to 
another town where they had 4 stores, and 3 of them had closed up. 
The man who operated the other one was not there the day I was there. 

There is a schoolhouse there, a big schoolhouse with about 8 rooms, 
and 4 or 5 years ago they built 2 or 3 more rooms. Now they do not 
have enough students to fill half of the rooms. 

The situation is really deplorable. It is all coming from the fact 
that the coal mines are closed. You probably do not remember it, 
but I was there and I do remember the terrible accident that they had 
in one of the Athens County coal mines when I saw 82 dead bodies 
all in one room, all arranged around the sides of the room there 
over the big storeroom. They were all killed in a terrible accident. 
That was in a deep coal mine and a big coal mine and one that cost 
a lot of money. It is still there but I think it is idle. 

So I do not know what we are going to do out there if we do not 
have assistance. 

What do you think about the bill that provides that they are going 
to send out and get our people and move them away? They are going 
to put them down somewhere else. 

Mr. Henpverson. It would seem to me that that is a part of planning 
of economy that I would not subscribe to. It is very difficult to ask 
people to change their way of doing things. Of course, the miners 
have done that. They have found it necessary, but as a part of plan- 
ning and just to ease the situation so that more imports can come into 
this country, I think it is not a wise thing. 

Mr. Jenkins. I want to ask you a question about the glass and 
pottery. Of course, I think that you have more glass and pottery 
perhaps than Ido. The pottery business is associated with the brick 
business, and it is quite an industry. Many of the companies that 
engage in pottery, also engage in brick business. It costs them an 
awful lot of money to provide themselves with facilities to make this 
pottery. Then all at once they find they cannot sell it, and they cannot 
do anything with it. It bogs them down, and even their brick busi- 
ness has to suffer because they have to carry the other load. This is 
an honest business and should be encouraged. 

Mr. Henperson. That is the experience in my district. 

Mr. Jenkins. That is all. 

The Cuirman. Are there any further questions ? 
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Mr. Reed of New York will inquire. 

Mr. Reep. I just want to compliment you on your fine presentation 
here. I am quite familiar with your pottery business out there, and 
it is a tragedy what has happened to your industry as a result of 
foreign imports. You ral need protection. 

I consider this proposal, to come into a town and move it away at 
the expense of the taxpayers of the country, to tear the people out by 
the roots, where the children have been brought up and where their 
friends are, un-American. 

The Cuirman. Are there any further questions ? 

We thank you for your appearance and the information given the 
committee. 

The Chair is advised that Mr. Herbert S. Greenberg, who appears 
on the calendar today, has suffered an injury and would appreciate 
an opportunity to appear now and make his statement so that he may 
seek medical attention for that injury. 

Without objection, Mr. Greenberg, you may appear at this time. 

Please give your name and address and the capacity in which you 
appear for the record. 


STATEMENT OF HERBERT S. GREENBERG, SECRETARY OF THE 
NATIONAL ASSOCIATION OF WATCHCASE MANUFACTURERS 


The Cuarrman. Weare glad to have you, and you may present your 
prepared statement without interruption. 
Mr. Greenserc. I do not have a prepared statement. My remarks 


are going to be extemporaneous. 

The CuarrMan. You are recognized. 

Mr. Greenserc. Mr. Chairman, I am not going to devote time this 
morning on the question of high or low tariff rates other than to 
remark parenthetically that whatever you have heard up to date with 
respect to the effect of lower tariff regulations on other products is at 
least equally effectve on watchcases. 

We have had a curious history. Prior to the war there were no 
imported watchcases as such into the United States. Following the 
war the American authorities conceived the idea that watchcases 
would be a good product to encourage for manufacture in Japan, 
France, and Germany. That is, even to the extent that they were 
furnished with materials which were scarce, such as copper and nickel, 
which were denied for the use of American manufacturers. 

The undeniable fact is that since that time great quantities of watch- 
cases have since regularly been imported into the United States so 
that we have created competition in an industry which historically 
was an American production. That is cases for domestic as well as 
imported movements brought in from Switzerland. But we suffer 
from a more curious circumstance, and that is this: 

Although watchcases are intended to be imported under section 367 
(f) of the Tariff Act, in fact they are not. Section 367 (f) today isa 
dead section. That follows for this reason: When in 1930 the act 
was written, the watchcase was a rather complicated article, and it was 
a pocket watch or a wrist watch consisting of several parts. It was 
considered at that time to include in section 367 (f) a provision that 
would cover watchcase parts, but no such definition was written into 
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the act. The result is today that watchcases are imported as parts, 
consisting of a top part and a lower part, called a back, in separate 
packages. They are brought in as miscellaneous metals. They do 
not pay the duty which has been set to be paid for watchcases. 

The point that I want to emphasize here today is that the Congress 
will determine what the duty should be for watchcases. It has in the 
reciprocal trade agreements originally determined that and reduced 
it. But even that reduced duty is not paid. This in our experience 
accounts for mainly the vast increase of watchcase parts into the 
United States to the detriment of the industry. 

Unfortunately, we have no records because as miscellaneous metals, 
Customs has maintained or kept no records whatever describing these 
imports as watchcase parts, but Customs acknowledges that practically 
all watchcases are imported into the United States in that fashion. 

This leads to something else because one of the things that this 
committee is supposed to consider, a I undertand it, is anomalies and 
allogical results from the present classifications. This is, of course, a 
very apparent anomaly, but an additional anomaly results from this: 
Watchcases are presently under regulations of the Federal Trade Com- 
mission, which are rather strict, and they impose certain requirements 
as to quality and marking. 

The American manufacturers conform to these regulations. The 
imported watchcase does not. Whereas, under section 367 (f) a 
watchcase is supposed to have stamped in it the name of the manu- 
facturer, the country of origin, these things do not occur. They are 
not required when parts are imported into the United States. 


The Federal Trade Commission rules were unquestionably brought 
into being for the protection of the American consumer. But obvious- 
ly, you cannot expect an American manufacturer to be compelled to 
adhere to standards which an importer may well ignore. 

All we are saying here is that we have tried through the Tariff 
Commission, and we have tried neue the executive branch, and 


we find that it is a very, very difficult thing. There is apparently no 
provision to give relief for a situation such as this. 

What we are asking is that you consider that some type of ma- 
chinery should be set up where a situation is disclosed because some 
smart importer has discovered a way to avoid paying the duty that 
you determine should be assessed. There must be a way of obtaining 
relief from that situation. 

Thank you. 

The CHarrMan. Does that complete your statement, Mr. Greenberg ? 

Mr. Greenserc. Yes, sir. 

The Cuatrman. We thank you for your appearance and the infor- 
mation gue the committee. 

Are there any questions? 

Mr. Simpson of Pennsylvania will inquire. 

Mr. Srwpson. Mr. Greenberg, are you a manufacturer of watch- 
cases ? 

Mr. GreenpercG. I am not. I have represented the association for 
18 years. 

Mr. Srwpson. They are American manufacturers? 

Mr. GREENBERG. Yes, they are American manufacturers. 
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Mr. Sropson. And their competition, if I understand, from abroad 
is the result of watchcases coming in not as watchcases but as mis- 
cellaneous metals under section 397? 

Mr. Greenperc. Yes, sir. 

Mr. Supson. Are you objecting to that? 

Mr. GreenserG. Yes, sir. We say that watchcases have a section 
that was designed to cover them, 367 (f), but today it is a dead section 
and no watchcases are imported under that section. 

Mr. Smirson. And you would like the Government to include 
watchcases in 367, where it is intended that they be included. 

Mr. Greenserc. I would like watchcase parts to be withdrawn from 
397, and included under section 367, dutiable as watchcases. 

Mr. Suupson. You mentioned smart importers. How do they prove 
they are smart, by doing what? 

Mr. Greenserc. By discovering about 4 years ago, or more, that 
by the simple device of separating a watchcase into its two component 
parts, and bringing them in separately, they do not have to import 
watchcases. They were simply importing metal. 

Now, until 5 years ago, this was an unknown device. The Customs 
Department calls it legal sabotage. They all agree that under the act 
as written, it is perfectly legal to do that thing. 

Mr. Stupson. Is.that materially different from what the Swiss were 
doing with respect to watches in sending them in with plugs in where 
the jewels are supposed to be. Are you familiar with that? 

Mr. GreenBerG. That is an equivalent device. 

Mr. Stimpson. A way to get around the intent of the law? 

Mr. Greensere. Yes; substantially the same idea. Somebody dis- 
covers how to beat the game. 

Mr. Simpson. I have another line of questions for just a minute. 
There was a witness who preceded you, a man from a watch company, 
who said that he has a plant here which manufactures watchcases. 

Mr. GREENBERG. Yes, sir. 

Mr. Srmpson. I am not sure of the name, and I will not mention it. 
Tle manufactures cases, and he would welcome the elimination of duty 
upon watcheases. My question was: “Would you welcome competi- 
tion from the Japanese,” and he said, “ Yes.” 

Now, he imports the parts that he puts inside the cases at the present 
time, and I assume he would go to Japan and buy the parts then. 

Mr. Greenperc. Mr. Simpson. I know every mateasiane manufac- 
turer in the United States, and I venture to say that the gentleman, 
and I do not know him, was less than frank, because what he is doing 
is to import parts and do some minor finishing operations, such as 
perhaps putting a superficial plate on them and contending that he is 
a case manufacturer. 

Mr. Simpson. I would like to get very clear on this point. Do you 
mean he is one of those who instead of manufacturing cases here in 
their entirety, which he implied, or at least that is the impression 
I had, that what he does is bring in under this 397 parts and then puts 
them together here? 

Mr. GreenserG. Precisely so. I know of some manufacturers, since 
they have discovered this device, that bring in the component parts of 
the case, and they plate it over here, and then offer them as manufac- 
tured products made in the United States. Parenthetically, the same 
situation exists exactly with respect to these watch-attachment bands. 
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They are brought in with everything complete except this little top 
shell. Somewhere on the top the wor ds “Made in Japan” may appear, 
and they are covered ov “yi mounted on a card, and printed in re 
letters, “Printed in U. S. A.,” or some device emphasizing U.S. A., 
but nowhere does it appear on the band that it is made in Japs in. 

Mr. Simpson. You mean that that watchcase, and that band could 
come from Japan, under 397 ? 

Mr. GREENBERG. Yes, sir; as miscellaneous metal. 

Mr. Stupson. And it could be plated and they call that manufactur- 
ing here then? 

Mr. Greenserc. They call that manufacturing here. They might 
buff it and plate it, which is to put a smooth finishing operation on it, 
or some minor operation. But I am acquainted w ith ever y watchcase 
manufacturer in the United States who makes cases, and without ex- 
ception they oppose this situation. I appear on behalf of all of them, 
without a single exception. 

Mr. Stupson. They are the people who from the beginning manu- 
facture the case ? 

Mr. GreenBercG. The watchcases in the United States; yes, sir. 

Mr. Stwpson. Thank you, sir. 

The CHarrmMan. Mr. Mills, of Arkansas, will inquire. 

Mr. Mirizs. Mr. Greenberg, does what you say apply to Mr. Laz- 
rus’ operation ? 

Mr. Greenserc. That is Benrus. Benrus, of course, as you know, 
with respect to Swiss imports, on movements, has taken a very definite 
position against the increase in rates. But on watchcases, they are in 
exactly the same position as everyone else. Benrus manufactures some 
of their cases, and buys others manufactured in the United States. 
They do not approve of this evasion, and they are opposed to it. I am 
authorized to say that. 

Mr. Mus. Mr. Lazrus was before the committee some days ago, 
and as I remember, he advised the committee that they made watch- 
cases in the United States. 

Mr. GreensBercG. That is true. 

Mr. Miuxs. And even exported watchcases. I think he is the one 
who said that he would not mind competition in the manufacture of 
watchcases. 

Mr. Greenserc. Now a light begins to dawn. Mr. Lazrus, being 
primarily concerned with movements, cannot afford to take a position 
in favor of higher tariffs in any direction. That is understandable 
because his main concern is his movements which are manufactured in 
Switzerland. 

The Cuarrman. Mr. Eberharter, of Pennsylvania, will inquire. 

Mr. Esernarter. If I get the import of your statement, you want 
to give more power to the Customs Bureau to change their classifica- 
tions and so forth, so as to take care of these evasions, as you call them. 

Mr. GreenserG. Yes, sir. I think that is one very important thing. 
If the American manufacturer is required to stamp his article, to dis- 
close quality, origin, name of manufacturer, and so forth, I think that 
it would be wise to give the power to the Customs Bureau to see that 
before these items enter the country, and are diluted in trade, they also 
conform to our standards. 

The Tariff Commission will tell you, sir, that they have no ability 
to enforce infractions once there is a dilution in the trade of the 
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United States, because they do not have the facilities, the means or the 
money to do it. 

If you inquire, sir, I am sure they will say that is so. 

Mr. Eneruarrer. Are you familiar with the proposed regulations 
respec the up-jeweling of watches which were printed in the Fed- 
eral Register ? 

Mr. GREENBERG. Obliquely Iam. I am not directly concerned with 
movements. 

Mr. Esernarrer. Would that not be a change in the regulations, 
and is that not a new regulation ? 

Mr. Greensere. I think it will. 

Mr. Esernartrer. Then they have the power, do they not? 

Mr. GreenserG. They deny that they have that power today. This 
has been exhaustively examined by counsel for the Tariff Commission, 
and they have no power to change anything arrived at by reciprocal 
agreements with a foreign country. 

Mr. Esernarter. Do you mean to say that that new regulation 
that they are attempting to put in force is beyond their power ? 

Mr. Greenserc. I do not believe that that particular situation is 
directly covered by the existing act. 

Mr. Enernarter. They are changing the regulations and what has 
been the practice for years in that proposed new regulation, are they 
not? 

Mr. Greensera. I assume you are correct, but I am not sufficiently 
familiar with that situation to speak on it. It does not fall within 
my purview. I do know that I have had this question up with the 
Tariff Commission, the various customs counsel, with the executive 
department, and they are unanimous that the only way that this 
situation can be helped is by legislative action. 

Mr. Esernarter. By that statement, I take it that you mean that 
the proposed regulation is issued without proper power, and that they 
do not have that power unless we pass legislation. 

Mr. Greensera. As far as I am concerned, that is correct. You 
must do something. You may, of course, by direction withdraw, in 
my case, watchcases from section 397. I do not think that would 
do the whole job. It would prevent them being brought in as miscel- 
laneous metal, but then they would look for the next lowest category. 

What we actually need is a specific determination that watchease 
parts are dutiable as watchcases. 

Mr. Eseruarrer. Would not the same thing apply to watch move- 
ments? You are talking largely about watchcases. 

Mr. Greenserc. Exclusively, sir. 

Mr. Eseruarter. Would not the same authority or lack of authority 
rest with the Customs Bureau insofar as the issuance of new regula- 
tions are concerned, with respect to watch movements ? 

Mr. Greenserc. This is not merely a question of regulations. 

Mr. Esernarrer. It is not a new regulation that they propose to put 
into effect? 

Mr. Greenserc. I would assume so, if by “regulation” you mean a 
new definition. But our problem is that we are confronted with a 
direct description of a watchcase which fails to include a part. They 
say they have no power to amend that, or to include a part. They say 
it is only legislation that can accomplish that. 





TRADE AGREEMENTS EXTENSION 9393 


Mr. Esernarter. Now, there has been a practice for 15 or 20 years 
whereby watch movements imported into this country were not subject 
to a certain rate of customs | ae if they had been manufactured in 
such a way that they could be up-jeweled. Then this came in, in 
the Customs Bureau and the Treasury Department, and they issued a 
regulation whereby those watch movements will be subject to a certain 
rate, a higher rate on importations. Now, if they have the power to 
do that, would not they also have the power to change the regulations 
in conformity with what you wish with respect to watchcases? 

Mr. Greenserc. No, sir; because in the case you speak of, it is a 
regulation within the existing Tariff Act. But our trouble is that 
there is no act to cover the omission. They cannot by regulation 
include something because the courts have repeatedly held, and it is 
familiar law, that any importer is entitled to seek the benefit of the 
lowest section he can for his product. 

The courts have held, and they have been sustained, and the Customs 
Department says they are right, that they can import watchcase parts 
and miscellaneons metal, because of the failure to include them under 
watchcases. This, apparently, is not subject to regulation. It can 
only be amended by an act of Congress, or by an agreement with a 
foreign country. 

Mr. Esernarter. Well, Mr. Greenberg, you do not mind if I say 
that I disagree with you to some extent. I think they both come in 
the same category. If the Treasury Department has apparently issued 
new regulations which in effect raises the import duty on material 
that has been imported into the United States for years, then they 
have the power to change the regulations insofar as watchcases are 
concerned. That is my position. 

Mr. Greenserc. Would it be appropriate for me to ask, since I 
have submitted no written statement today, that I endeavor to cover 
that point and submit it in a written statement after I have sought 
expert opinion on the subject? 

The CuHamman. Without objection, it is so ordered. 

(The statement is as follows:) 


ADDITIONAL STATEMENT OF HeRBERT S. GREENBERG ON BEHALF OF THE NATIONAL 
WatcH CASE MANUFACTURERS ASSOCIATION AND THE WATCH ATTACHMENT 
MANUFACTURERS ASSOCIATION 


A representative of this association appeared as a witness before your com- 
mittee on February 7, 1955. At the conclusion of the association’s statement, 
permission was granted to file this additional statement. 

1. We have pointed out that watchcases are dutiable under section 367 (f) ; 
that, however, at the present time practically no watchcases enter this country 
under that section; that at the present time watchcases are imported into the 
United States in vast quantities under section 397 as “miscellaneous metals.” 

2. That watchcases consist of two parts; (@) a top or “bezel” and (b) a back. 
These parts are currently imported separately as “miscellaneous metals.” This 
has been true in increasing quantities for the past 5 years. 

3. That no records of the importation of watchcases as “miscellaneous metals” 
is currently kept as has been verified by the Commerce Department. 

4. The fact is, that section 367 (f) is for all intents and purposes a discarded 
section. 

5. Congressman Eberharter, upon the hearing, raised a question that since 
a regulation had been proposed under section 367 (i) to the effect that holes 
for jewels shall be dutiable as jewels, that in his opinion the Tariff Commission 
or the Customs Department had the same power by interpretation to extend sec- 
tion 367 (f) to cover watchease parts. 
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6. We wish that this construction was possible, but our investigation has 
demonstrated the contrary. Section 367 (i) reads as follows: 

“For the purposes of this paragraph and paragraph 368 the term ‘jewel’ in- 
cludes substitutes for jewels.” 

It has been maintained that a possible interpretation of the language quoted 
is that a provision for holes for jewels is in effect a substitute for jewels. Similar 
reasoning cannot be applied to watchcase parts since there is no language under 
section 367 which would permit of the extension by inference. In proof of the 
foregoing, we annex hereto a copy of a communication from the Treasury Depart- 
ment to Congressman Ralph A. Gamble, dated March 2, 1954. This letter com- 
prehensively sets forth the position of the Treasury Department. 

In support of our statement that no records have been kept of the importation 
of watcheases under section 397, we quote the following paragraph from the 
letter of J. Edward Ely, Chief, Foreign Trade Division, Bureau of Census, dated 
April 22, 1954: 

“The examination of the entries filed for schedule A No. 6790 990, including 
all entries filed for merchandise originating from France and Switzerland, 
revealed that nearly 50 percent of the entries examined described the merchan- 
dise merely as ‘manufactures of metal, n. s. p. f.,’ with no further description 
given. In view of this inadequate description and since importers are not 
required to describe the merchandise in greater detail than is necessary to 
classify it in terms of schedule A, it would not be possible for us to prepare the 
special report on imports of watchease backs and bezels which you request.” 

We also annex a letter from Edgar B. Brossard, Chairman of the United 
States Tariff Commission, to Senator Herbert H. Lehman, which indicates the 
necessity for the enactment of legislation to relieve the situation. 

Upon the oral submission, we made the point that in the extension of the 
reciprocal trade agreements some provision should be made for the treatment 
of situations of this type where unanticipated evasions have been found to be 
possible. We also suggested the advisability of a procedure to cover newly 
invented or developed items for which no appropriate sections may be in exist- 
ence. We point, for example, to the present situation affecting the watch attach- 
ment, known as an “expansion band.” These articles are currently imported 
under section 1527, which is a basket provision covering “all articles worn about 
the person.” At the time the section was written the expansion band was not 
in existence. Currently, these bands are imported from Japan and China at 
prices below the American cost of manufacture. The article represents a value 
of commerce of approximately $50 million per annum, It is surely not unreason- 
able to suggest that the item is entitled to consideration so that whatever tariff 
rate is ultimately determined will be a proper one. Since they have no tariff 
identification, it is practically impossible to provide a proper forum to obtain 
recognition of the industry problems. 

We again respectfully request that in whatever final form the provisions 
governing watchcases may be put, the loophole presently existing must be closed 
since the section designed to govern the importation of watchcases is entirely 
ignored at the present time. 

Finally we also urge that the duties and the powers of the customs officials 
should be broadened so as to require them to bar from entry into the country 
any products not marked or stamped in accordance with the equal requirements 
imposed upon American manufacturers for the protection of the American con- 
sumer. Unless this is done, it may be reasonably prophesied that the Federal 
Trade Commission Industry Rules will become more honored in the breach than 
in the observance. 

TREASURY DEPARTMENT, 
BUREAU OF CUSTOMS, 


Washington 25, March 2, 1954 
Hon. RALPH A, GAMBLE, 


House Office Building, Washington 25, D. C. 


My Dear Mr. GAMBLE: Further reference is made to your letter of February 
17, 1954, forwarding a copy of a letter addressed to the Tariff Commission by 
Mr. Herbert 8S. Greenberg, secretary of the National Watchcase Manufacturers 
Association, relative to possible amendment of the present tariff law as pertains 
to watchcases. You have requested that the Bureau consider whether the situ- 
ation of which Mr. Greenberg complains may be corrected by administrative 
action. 

It has been explained in Mr. Greenberg’s letter that although watcheases are 
dutiable under paragraph 367 of the Tariff Act, it has become a widespread prac- 
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tice to import backs and bezels of wristwatches separately and that under such 
circumstances the merchandise is assessed duty under paragraph 397 which 
covers metal articles, not specially provided for, in the Tariff Act. No question 
has been raised as to the rate of duty on watcheases; it is the desire, however, 
that parts of watchcases when imported separately should be dutiable at the 
same rate as provided for watchcases. 

There are attached for ready reference copies of paragraph 367 as originally 
enacted by the Congress, copies of the presently existing schedule of rates under 
paragraph 367, as modified by trade agreements, and of the present schedule of 
rates under paragraph 397. It will be noted that no specific provision was made 
for “parts” of watchcases in the Tariff Act of 1930. 

Although it is not intended to review in entirety the legislative history of 
paragraph 367, in the hearings before a Subcommittee on Finance, United States 
Senate, prior to the passage of the Tariff Act of 1930 a representative of the 
National Watchcase Manufacturers’ Association and of the American Watchcase 
Association, as reported on pages 770 and 771 of volume 2 of the published 
hearings, stated: 

“Parts of watchcases are not provided for in the House bill. This omission 
offers opportunity for evasion. We suggest, therefore, that all parts except 
backs, bezels, and centers, be made dutiable at 60 percent ad valorem, and that 
backs, bezels, and centers be made dutiable each at the specific rate applicable 
to a complete case of the same material. It is very necessary to have a provision 
for parts in this portion of the schedule, as otherwise the specific duties contained 
therein could be completely evaded.” 

There was inserted in the tariff bill as reported to the Senate by the Finance 
Committee a provisions numbered subparagraph 367 (f) (6) which reads: 

“Parts of any of the foregoing cases, containers, or housings, except backs, 
bezels, or centers, 60 percent ad valorem. Backs, bezels, and centers, if imported 
attached or unassembled shall each be subject to the full specific duty herein 
levied on the complete case, container, or housing of the same material or 
materials.” 

When the paragraph was finally framed, however, by the conference committee 
this provision was omitted. 

In a decision of the Bureau of February 26, 1932, an abstract of which was 
published as T. D. 45489 (5), 61 Treasury Decisions 491, it was held with respect 
to watch bezels, that in view of the legislative history of paragraph 367 (f), 
Tariff Act of 1930, the term “incomplete cases” therein did not include watch 
bezels fitted with crystals or other parts of cases not more substantial than bezels. 
Following this decision it has been the practice of the Bureau to classify under 
paragraph 397 parts of watchcases imported separately and to limit the appli- 
cation of the term “incomplete watchcases” in paragraph 367 (f) to cases lacking 
only minor parts. 

A review of this matter was made by the Bureau in 1950 and the classification 
affirmed. On the basis of investigation made at that time the Bureau was 
unable to discover a commercial meaning for the term “incomplete watchcases” 
as used in the statute. An interpretation other than that which has prevailed 
for so many years, it was decided, would result in a lack of uniformity in classi- 
fication of the imported merchandise and make administration of the law very 
difficult. 

It is the opinion of the Bureau that parts of watchcases imported separately 
are properly classifiable under paragraph 397 Tariff Act of 1930 as modified, 
and that the assessment of duties under paragraph 367 (f) cannot be effected 
administratively under the present law. 

Very truly yours, 
D. B. StRuBINGER, 
Acting Commissioner of Customs. 


UniIrep States TartrrF CoMMISSION, 
April 5, 1954. 
Hon. HersBert H. LEHMAN, 
United States Senate, 

Dear SENATOR LEHMAN: I have your communication of February 19, 1954. 
enclosing for consideration a letter from Mr. Herbert S. Greenberg, secretary 
of the National Watchcase Manufacturers Association, New York City, asking 
that legislation he introduced “to correct the present evasion of the law” with 
respect to the tariff treatment of imported watcheases, particularly those made 
of base metal. 
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Watcheases of base metal are subject to duty under paragraph 367 (f) (4) 
of the Tariff Act of 1930 at the rate of 10 cents each plus 25 percent ad valorem. 
Under subparagraph (g) of paragraph 367, these cases must also have “cut, die 
sunk, or engraved, conspicuously and indelibly on the inside of the back cover, the 
name in full of the manufacturer or purchaser and the name of the country of 
manufacture.” Paragraph 367 does not have any provision for parts of watch- 
cases, and such parts wholly or in chief value of base metal are usually classified 
for tariff purposes at the rate of 2214 percent ad valorem under the so-called 
basket provision in paragraph 397 of the tariff act for unenumerated manu- 
factures of metal. 

Mr. Greenberg indicates that foreign-made watchcases often consist of only 
two parts, viz, a back and a bezel, and that in recent years the backs and the 
bezels have been imported in separate shipments, with the result that such 
shipment not only obtains the advantage of the lower rate of duty imposed under 
paragraph 397 but also is relieved of the special marking requirements of 
paragraph 367 (g). Mr. Greenberg seeks to amend paragraph 367 (f) and (zg) 
so that watchcase parts will be subject to the same rates of duty and the same 
marking requirements as presently applying to the watchcases themselves. 

The situation referred to by Mr. Greenherg, although seemingly anomalous, 
is not an evasion of the law. It is axiomatic that imported articles such as 
those here involved are classified for tariff purposes according to their character 
and condition at the time of importation. Moreover, the customs courts have 
repeatedly declared it to be the importer’s right to avoid the payment of higher 
duties by bringing bis goods within a tariff description to which a lower rate of 
dutv is applicable. 

The rate of 22% percent ad valorem imposed under paragraph 397 is a 
reduced rate, made effective as a result of a concession granted by the United 
States in the General Agreement on Tariffs and Trade (GATT). So long as 
this concession remains in force, enactment of legislation such as is proposed 
by Mr. Greenberg would be inconsistent with existing international commitments 
of the United States. However, such concession is subject to the “escape clause” 
of that agreement, which permits concessions granted therein to be withdrawn 
or modified under conditions set forth in section 7 of the Trade Agreements 
Extension Act of 1951. Section 7 established procedures for invoking the 
“escape clause” of trade agreements whenever, as a result in whole or in part 
of the duty or other customs treatment reflecting a trade-agreement concession, 
a product is being imported into the United States in such increased quantities, 
either actual or relative, as to cause or threaten serious injury to the domestic 
industry producing like or directly competitive products. Any interested party 
who believes that the foregoing conditions exist with respect to a product on 
which a concession has been granted in the general agreement may file an 
application with the Tariff Commission for an investigation under section 7 of 
the Extension Act. A copy of the Commission’s Rules of Practice and Procedure, 
which relates in part 207 specifically to escape-clause investigations, is enclosed. 
In preparing an escape-clause application the pertinent rules should be carefully 
observed. 

Escape-clause proceedings would involve a special problem by reason of the 
fact that statistical information regarding imports necessary to any finding 
under section 7 of the Extension Act are difficult to obtain. No separate 
statistical classes of imports of watchease parts under paragraph 397 have ever 
heen maintained. Thus, there would be considerable difficulty in obtaining 
adequate information regarding imports during previous relative periods and 
currently. If an investigation were instituted, a very extensive analysis of 
import invoices weuld he necessary, and even then there is no certainty that 
satisfactory data for an escape-clause investigation could be obtained. 

Mr. Greenberg visited the Tariff Commission recently, at which time the entire 
problem was discussed with him in detail. 

The enclosures of your communication are returned herewith. 

Sincerely yours, 
Epcar B. Brossarp, Chairman. 

The Cuatrman. Are there any further questions? 

We thank you for your appearance, Mr. Greenberg, and the infor- 
mation given the committee. 

The next witness on the calendar is Mr. Robert E. Lewis, president 
of Argus Cameras, Inc. 





TRADE AGREEMENTS EXTENSION 2397 


Mr. Lewis, will you please give your name and address and the 
capacity in which you appear for the record. 


STATEMENT OF ROBERT E. LEWIS, PRESIDENT OF ARGUS CAMERAS, 
INC., ANN ARBOR, MICH. 


Mr. Lewis. Mr. Chairman, and members of the committee, my name 
is Robert E. Lewis, and I am employed as president of Argus Cam- 
eras, Inc., manufacturers of still cameras and projectors, and preci- 
sion optical military instruments for the control of gunfire. Our 
headquarters and plant are in Ann Arbor, Mich. 

I appreciate the opportunity to speak for my own company. At the 
same time, I believe that I reflect the interest of most of the photo- 
graphic industry because my story parallels the brief filed with the 
Tariff Commission by the National Association of Photographic 
Manufacturers. In presenting the problem with which my company 
is faced I also wish to correct what I believe are false impressions 
created by Mr. Charles H. Percy, president of the Bell & Howell Co., 
who appeared recently before this committee. I am former president 
of that association, as a matter of interest, and I am currently an 
officer. 

Mr. Percy stated that he was speaking only for himself in render- 
ing his testimony in favor of a reduction in tariffs. 

But actually his testimony was concerned principally with the pho- 
tographic industry. In fact, his own words were: 


I should like to call attention to the American photographic industry. 


A matter of considerable importance that I wish to point out is that 
the only cameras made by the Bell & Howell Co. are motion-picture 
cameras. These are not subject to real competition from foreign 
sources. The reason for that is quite simple: 

Amateur motion-picture photography has been too expensive a 
hobby for people in other countries, with the result that the manu- 
facture of such equipment never reached any substantial proportions 
outside the United States. 

This is not true of still cameras. The still-camera industry in Ger- 
many and Japan is well developed and very substantial. In fact, 
today its competition is such that every still-camera manufacturer in 
the United States is importing complete cameras or parts for cameras. 

There is actually a movement of our still-camera industry from the 
United States to Germany. I know of only one industry which paral 
lels this, and that happens to be the watch industry. 

As a matter of general interest, I was in Bern, the capital of Swit- 
zerland in December, and I paid a brief visit to the upper chamber 
of their Parliament. By the purest of coincidences, the gentleman 
that was speaking at that moment was telling the upper chamber that 
the tariff increase on certain Swiss watches by the Americans had not 
hurt the Swiss watch industry at all. 

The problems of the photographie industry cannot be understood 
when reviewed in the light of the motion-picture-camera business the 
manufacturers of motion-picture cameras and projectors have never 
been seriously threatened by foreign competition. The opposite is 
true in the case of still cameras. 
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I should like to quote to you, if I may, an excerpt from a speech 
made by Mr. Percy before the New York Society of Security Analysts 
on April 30, 1953, when apparently he did not feel quite the same 
as he did when he testified before the committee. I quote Mr. Percy: 

Foreign competition, especially from Japan and Germany, is a real threat to 
the industry, especially to the still-camera field. It is not yet a threat to movies. 
We are considering buying some of our lenses from Japan and maybe even from 
Germany. While in Chicago at the photographic show 2 weeks ago, I talked 
with many of the 35 Japanese and 20 German representatives; all of them told 
me that they do not intend to enter the moving-picture field. They posed, how- 
ever, a very real threat to the still-camera field. 

I close Mr. Percy’s quotation. 

The German still-camera industry dominated the United States 
market before World War II and since then has regained a substan- 
tial portion of that position. An interesting comment in this connec- 
tion is the following excerpt from the Japan Camera Trade News of 


December 1954, which was written by the president of the Midori 
Trading Co., Ltd.: 


On the other hand, this spectacular record [of growth] was attributable to 
a major curtailment in the prices of Japanese cameras aimed at cutting down 
the retail prices in order to meet the intensifying competition with the German 
products in the United States market. 

In other words, the United States still-camera industry has a real 
problem. The Japanese are obviously not worried about competing 
with United States manufacturers. It is the Germans they are con- 
cerned with. 

The chief problem that faces the still-camera industry in this coun- 
try is the fact that labor costs in the United States are about 7 times 
those of Germany and about 10 times those of Japan. Average hourly 

earnings for camera workers in Western Germany are in the neigh- 
borhood of 37 cents an hour. In Japan earnings are about 26 cents 
an hour. ‘This compares with the average wage in our plant in Ann 
Arbor of $2.24 an hour. In addition to this, we pay so-called fringe 
benefits amounting to 22.5 percent of our total payroll. 

In other words, instead of $2.24 an hour, we really pay $2.74 an 
hour. Some of these fringe benefits, such as social security, unem- 
ployment insurance, workmen’s compensation insurance, are required 
by law, and others, such as vacation pay, holiday pay, health and life 
insurance, recreational activities, have become a standard part of the 
American scene. Benefits like these are substantially missing in the 
foreign countries that compete with us. 

Still cameras, lenses, and shutters have trivial amounts of materials 
but a very high labor content, so that we are up against the problem 
of meeting wages. Using Germany : san example, they are 37 cents 
an hour as compared with $2.74 in this country. 

Mr. Percy made the statement to this committee that American 
workers are 2 to 10 times as efficient as those in foreign countries. 
This is not true. It is well known that workers in the industrial 
countries of Europe are just as efficient as workers in this country. As 
a matter of fact, the factory workers in Germany are highly efficient 
since they usually , start as apprentices when they are about 14 years 
of age. 

The Eastman Kodak Co., which has comparable camera plants in 
Rochester, N. Y., and Stuttgart, Germany, recently made a survey to 
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determine the relative efficiency of their workers. They found that 
on a time basis, excluding all differences in wage rates, there was little 
to choose between the efficiency of the German and the American 
workers. 

In cases where an industry in one country is technically superior 
to that in another country it is true that the productivity of labor is 
greater through the use of expensive machinery and tooling. The 
automotive industry is an example of this situation. Germany is by 
no means inferior to the United States when it comes to technological! 
progress in the optical and photographic fields, and Japan is rapidly 
satching up. They have the volume to warrant complete mechaniza- 
tion identical to ours. It is interesting to note that German photo- 
graphic technicians were sent to Japan during World War IT when 
those two countries were allies in the war against us. I might add 
that in order to make Japan a more effective partner in war, that was 
done. 

Many of those German technicians are still in Japan and have been 
the sparkplug that has enabled the Japanese photographic industry to 
make the rapid progress it has accomplished. I have visited many 
camera factories in Germany, and I know from practical experience 
that they are just as far advanced as we are in this country. I have 
never been to Japan, but I wish to quote from the Japan Camera Trade 
News of January 1955: 

It is believed that the adoption of curve-generators and other diamond lens- 
polishing machines would serve to curtail production cost because several of 
these machines can be operated by a single person, and because they will bring 
about considerable improvement in the precision of the products. 

The point I want to emphasize in that connection is that even though 
labor in Japan is about 26 cents an hour, nevertheless they are talking 
about using the most modern equipment where several machines can be 
run by one man. 

The extremely low factory prices of Japanese cameras and the evi- 
dence that thev are losing no time in adopting the latest techniques 
indicates to me that they are going to be still tougher competition. 

I have here with me an advertisement from the New York Times 
photographic section which shows a German camera which is offered 
for sale for $29.95, including a leather case and flash gun. This camera 
has a 2.8 lens, a good shutter, and a metal body. Here is the camera. 
I purchased it after I saw the advertisement. ‘The only still camera of 
American make that has a 2.8 lens is the Argus C4 which retails at 
$84.50, also including a flash case and a gun. 

If any of the soknaleie of the committee wish to look at these cameras, 
1 will be very happy to accommodate them. 

Before World War II Germany had captured about two-thirds of 
the total world imports of cameras and parts. It is said that the 
German Government subsidized camera exports at that time because 
of the importance of the industry to their military effort. Even now 
the German Government subsidizes export by its manufacturers. This 
amounts to 6 percent. 

In the field of still precision cameras the prewar imports from 
Germany actually exceeded our domestic production in spite of a 20 
percent duty on cameras in general, and a 45 percent duty on cameras 
where the lens was the chief component of value. 
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The 1954 German production of still cameras hit a new high—about 
14 percent ahead of 1953, when the Germans made 2,441,308 cameras 
valued at $47,979,848 at manufacturers’ levels. 

Our information is that there are about 113 different styles and 
prands of German cameras on the American market. The Japanese 
have at least 101 different styles of cameras on the American market. 

Mr. Percy, in his testimony, made the following statement about 
photographic tariffs : 

Nor are we without protection. A tariff wall of 20 percent on cameras, 25 
percent on camera lenses and up to 45 percent on other photographic products 
shelters us from foreign competition. 

Does this statement give the impression that the lowest rate on 
photographic products is 20 percent and that the rates on other photo- 
graphic products range from 25 to 45 percent? If so, the statement is 
very misleading. There are 27 customs classifications involving 
photographic products; 24 of these are on an ad valorem basis, as 
follows: 

Two at 2.25 percent, sensitized paper ; 7 at 6.25 percent, unsensitized 
paper and film; 3 at 10 percent to 12.5 percent, paper items; 2 at 15 
percent, includes cameras over $10; 4 at 20 percent, includes cameras 
under $10 and motion-picture cameras; 4 at 25 percent; 2 at more than 
25 percent. 

Motion picture cameras are 20 percent regardless of value. The 
most generally used tariff for still cameras is 15 percent which applies 
to cameras over $10, where the lens is not the chief component of 

value. 

The 25 percent for still cameras applies only to cameras whose 
lenses are the chief component of value and is of no significance 
because very few cameras fall in this category. The 45 percent rate 
does not apply to cameras, but only to parts. of lenses, and 2 
projectors, and incidentally, it does apply to motion picture projec- 
tors which protects Mr. Percy’s company. 

The tariff on still cameras with a value of over $10 was reduced 
on October 1, 1951, as a result of the Torquay protocol, from 20 
percent to fifteen percent. Imports jumped very sharply after this 
reduction. 

All the evidence indicates that Germany and Japan have been 
extremely successful in the United States still camera market even 
with the present tariff. 

I have with me a copy of a photographic fan magazine named 
U.S. Camera. In this case the title “U.S.” is somewhat a misnomer 
because of 98 camera advertisements in this issue, 71 are for foreign 
cameras. Large United States camera outlets are advertising im- 
ported cameras almost to the exclusion of American brands. 

A review of the editorial material also indicates that a substantial 
portion is devoted to foreign cameras. This copy of the photo- 
graphic section of the New York Times shows the same pattern. 

De we have reciprocity? Those who make the strongest bid for 
free trade emphasize the advantages of obtaining increased export 
markets through reciprocity. If this were true, we would welcome 
it. But in practice reciprocity has not been made to work. 

My company has found it virtually impossible to compete in the 
world market, for several reasons. We speak of reciprocity in the 
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world trade, but I think it is important that you gentlemen note that 
it is almost impossible to get an import license, We talk of a 2-way 
street, in this foreign trade, but the evidence indicates that it is a l-way 
street. 

The record shows that imports of still cameras into the United 
amount to 29 times the exports to those same countries. 

There is a sheet attached to my statement which I believe you 
gentlemen have. 

(The material referred to is as follows:) 

There are eight countries in addition to the United States which are considered 
producing countries, at least in some measure, of still cameras—any or all 
types—and camera parts and lenses. 

The following data from the United States Department of Commerce is for 
1953, the latest year available: 


United States imports from and exports to producing countries, still cameras 
and lenses, 1953 








Imports, 

. mn number 

| From To of times 

exports 
Sweden. Ph bee Eos 2d ts >? POE $52, 366 $31 660 1.7 
By a Fee ys ee eee ee ee eee ee ee 1, 189, 245 55, 105 21.2 
Fi. Secale steheawinnset Shaikan iad een acai ; 365, 773 105, 116 3.5 
Went GORING tos. chee iL 9, 494, 239 77, 073 123. 0 

eee Bn tet h ati ne beens he ennditlesteennainbl 1, 315, 610 0 ‘ 

Switzerland............-.- nib Ee aaitt eebancr sea ekat aS 485, 737 77, 548 6.3 
Italy aitttinimnénienmrihttnnke diipudr unt tnninaielaa . 81, 122 52, 125 1.6 
Japan ar a ah a chace anintninanedieadeatrenniaaateaen arnt ainsi 1, 111, 197 87, 429 12.7 
OTs 14, 095, 289 486, 056 29.0 


United States exports of cameras, parts, and lenses to these countries were 
only 34% percent of their exports of these products to the United States. 

Mr. Lewis. I would like to call attention to West Germany as an 
example. They ship into the United States 123 times what we ship 
into Germany. 

Another interesting fact in that connection is that East Germany, 
which, of course, is behind the Iron Curtain, as they show here, ship- 
ped over 1,300,000 in still cameras to the United States in 1953. That 
is In spite of the fact that they still go under the old rates and not 
the lower rates which are now in existence for the favored nations. 

It seems to us that it is high time that these other countries stopped 
requesting United States tariff concessions until such time as they have 
improved their own duty and import treatment of our products, so 
as to reasonably correspond to the benefits they have already been 
conceded. 

Hours could be spent debating all the factors involved in ow 
problem, but one thing stands out very clearly: The American still- 
camera industry is steadily being driven out of the country. 

The present low tariffs on still cameras hardly make a dent in 
the difference between the high American wages and the low German 
and Japanese wages. 

One of the important optical companies in this country, Wollensak 
Optical Co., has been the sole supplier of shutters and a major sup- 
plier of lenses for camera manufacturers in this country. 


57600—55—pt. 266 
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In talking with Mr. Edward Springer, president of Wollensak, I 
learned that they have lost 90 percent of their lens and shutter 
business because of German and Japanese competition, and last year 
they found it necessary to lay off 400 employees. 

I have here a camera we used to make at Argus. This camera 
used a Wollensak shutter and lens. Two years ago we abandoned 
the manufacture of this camera because we just could not make a 
profit on the price we had to pay Wollensak for their lens and shut- 
ter and obviously because of the wages they pay. 

I have another camera here that we make at Argus called our 
A-+4. This camera has a Gauthier shutter made in Germany for a 
fraction of what we would have to pay Wollensak for the same 
shutter. 

In other words, we have had to stop our business with Wollensak 
along with everyone else. 

Outside of Wollensak which lost most of its shutter business, there 
are only 2 German and 1 Japanese independent shutter manufac- 
turers in the world. 

Shutters, it so happens, are even more complex than watches. You 
have only Deckel and Gauthier in Germany and, of course, in this 
country there is only the Wollensak Co. 

Every major manufacturer of still cameras in the United States 
has found it necessary to import either complete still cameras or 
important components and subassemblies for the still cameras they 
manufacture. 

In this manner complete still cameras of foreign manufacture are 
now being offered in the United States market carrying some of our 
most famous American name brands. Included are Eastman Kodak, 
Bell & Howell, Ansco, Bolsey, and DeJur. 

And, I might add, Bell & Howell, too. 

And speaking of Ansco which is an excellent illustration. Ansco 
is one of our larger companies. In fact, it is owned by all of us in this 
room. It is owned by the United States Government through the 
Office of Alien Property. The Ansco at one time was a substantial 
manufacturer of precision cameras. They have given this business up 
completely. 

The only cameras they make are box cameras. They import all of 
their precision cameras from Germany and they have them made by 
the AGFA Co., which is a part and former part of the I. G. Farben 
cartel. 

In addition to this, Argus and Graflex are offering cameras which 
contain major subassemblies of foreign manufacture. Also, several 
of the large photographic distributors and our large mail-order houses 
are importing still cameras under their own brand names. 

The United States manufacturers all either have adequate plant 
facilities to manufacture their cameras themselves, or could purchase 
their component requirements domestically. 

They would all like to do so, but cannot in the face of foreign 
competition. 

Now that foreign cameras are carrying the United States brand 
names, it appears that further movement of camera manufacturing 
to foreign factories is almost certain in the immediate future. 
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Using my own company as an example, we have been able to com- 
pete successfully up until now under the present tariff for several 
reasons : 

1. We are a very efficient manufacturing organization. 

2. We have had the advantage of better merchandising, advertising, 
and service. 

3. We have bought some of our components and parts in Germany. 

Now, however, we are faced with two things that cause us concern: 
One if the possible lowering of tariffs, and the second is the increased 
distribution of German and Japanese still cameras by well-known 
American photographic brand names. 

I assure you that Argus Cameras, Inc., will not be driven out of 
business. We will meet this competition. We are importing many 
camera parts from Germany now, and last month we established a 
wholly owned subsidiary in Stuttgart, Germany, where we will man- 
ufacture cameras, camera parts, and projectors. 

I am not pleading for the survival of our company because I am 
confident that we can survive by manufacturing eeudnet abroad, if 
necessary. But that will not provide jobs for most of our skilled 
employees in Ann Arbor. If the skilled employees are not retained, 
what will happen to the photographic industry ¢ 

The photographic industry is essential to our national defense. 
The Defense Department considers it one of the most critical in the 
national-defense program. If the still-camera section of the photo- 
graphic industry—and it is more than half the total—is driven out 
of the United States, where will the nucleus be for the precision optical] 
instruments that are made by our industry in periods of national 
emergency ¢ 

As a matter of record, Argus was engaged 100 percent in making 
military instruments during World War II, and to a substantial 
degree during the Korean crisis. These instruments are of an ex- 
tremely precise nature used for the control of gunfire, and are such 
that they can be made only by trained personnel and organizations. 

I want to assure you gentlemen when I say trained personnel, I don’t 
mean trained in 6 months. We have put them into individual oper- 
ations when the heat was on and got them doing useful work in 6 
months, but when you talk of a trained optical worker, you are not 
talking of 3, 6, or 12 months. You are talking at least of several 
years. 

In conclusion I want to summarize the important causes creating 
the serious problem facing the still photographic industry in the 
United States: 

1. The production techniques and equipment used by the German 
and Japanese photographic industries are comparable to our own. 

2. The German and Japanese workers are just as efficient as Ameri- 
can workers. 

3. German wages are one-seventh, and Japanese wages one-tenth, 
of the wages paid at Argus—including fringe benefits. 

Since labor costs represent virtually the entire cost of manufactur- 
ing a camera, it is correct to state that the cost to manufacture a 
camera In Germany or Japan is a small fraction of the United States 
cost. 

As a result: 
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1. Even with the present tariff the American still-camera industr 
is steadily leaving the country as is evidenced by the activities of all 
the major still-camera manufacturers. 

2. Unemployment will be created and the pool of skilled optical 
workers will be lost. 

3. Our military forces could no longer look to the still-camera in- 
dustry as a source of supply for precision military optical require- 
ments, 

The Cuarrman. Does that complete your statement? 

Mr. Lewis. Mr. Chairman, in addition to the text you have I have 
a further statement I should like to make on behalf of our company 
and the photographic industry, if I may. 

The CuarrMan. Without objection, you may make your statement. 

Mr. Lewis. Specifically, as to the provisions of H. R. 1, I believe 
that the provision which would permit the further reduction of. exist- 
ing duties by 15 percent over a period of 3 years either should not 
be enacted, or should be modified to provide, one, that no rate can be 
reduced under this provision which has already been cut 50 percent or 
more of its 1930 rate and, we have several in that category, inci- 
dentally, in our industry. 

And, two, may not be used as a basis for reduction unless adequate 
foreign concessions are obtained in return. 

Finally, I believe that there is a major deficiency in the act, namely, 
that today there is no agency in our Government which has the duty 
or the authority to give adequate consideration to the needs of national 
security in connection with trade-agreement matters, nor is such con- 
sideration now required by the act. 

This should not be. Please note that the present criteria of sub- 
stantial injury to an industry does not provide an adequate basis for 
dealing with the problem of protection of essential defense potential. 

The real injury is probably more limited to the areas of industry 
which are engaged in making products with a high skilled labor 
content and which, therefore, are especially vulnerable to excessive 
inroads in their home markets by competing foreign products made 
under greatly inferior wage and hour standards. 

While paragraph 2 of the law extending the act of June 12, 1955, 
provides certain limited protection, we believe it does not deal ade- 
quately with this problem. 

In the first place, it places no requirement upon either the Tariff 
Commission, or the Committee feniecianenie Information to take 
defense requirements into account in reaching their decisions, 

Furthermore, action under it is permissive, not required. 

In addition, it fails to authorize any increase in duty or other appro- 
priate action, the need for which might have been demonstrated. 

In suggesting a correction of this situation, I am staging what is 
also the recommendation of the National Association of Photographic 
Manufacturers; namely, that the act is suitably amended to guard 
against impairment of national security by requiring adequate con- 
sideration to be given to its needs at all steps in the process of reduc- 
ing or increasing tariffs, or, if need be, in establishing import quotas. 

This provision should, we believe, be mandatory upon the Tariff 
Commission, the Committee for Reciprocity Information, and the 
Trade Agreements Committee in all of their actions under the act 
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and upon any other agency or office of our Government involved 
therein. 

I believe the amendment should require consideration of defense 
requirements throughout all phases of the procedure beginning with 
the important matter of Anckliing whether or not to place an item on 
the bargaining list. 

Further, it 1s suggested that the Tariff Commission be required to 
consider and give appropriate weight to the defense aspects in any 
of its studies, recommendations, or decisions, such as in connection 
with the escape-clause procedure, and the peril- point findings, and 
-_ its responsibility not be limited to situations where the industr y 

a whole has been seriously injured, but shall also include those in 
whisk the industry is in a particular product area only. 

I sincerely hope that this suggestion will appeal to you as being 
highly meritorious and deserving of your favorable ac tion. 

It is further explained and supported i in this brief by the National 
Association of Photographic Manufacturers which I now, Mr. Chair- 
man, submit and respectfully request that it be made a part of the 
record at this point. 

The Cuarrman. Without objection, it is so ordeerd. 

(The material referred to is as follows:) 


STATEMENT IN BEHALF OF THE AMERICAN PHOTOGRAPHIC MANUFACTURING INDUSTRY 
IN REsPEct to H. R. 1 


This statement, which is largely concerned with what we feel to be a most 
critical omission from the Reciprocal Trade Agreements Act, is presented in 
behalf of the American photographic manufacturing industry as represented 
in the membership of the National Association of Photographic Manufacturers, 
Inc., whose 85 members, according to best available information, produce more 
than 90 percent of the dollar volume of the photographic products made in the 
United States. 


PRODUCTS 


The scope of this association includes all photographie products (except X-ray) 
intended for industrial, commercial, educational, professional, scientific, mili- 
tary, business, or amateur uses. This includes photographic equipment of all 
types, such as still and motion picture cameras, projectors and lenses, enlargers, 
developing and printing equipment, apparatus, such as microfilm and photocopy, 
and parts and accessories of all the foregoing, photographic sensitized papers, 
films and plates, photographie supplies, photographic chemicals. 


PLACE IN NATIONAL DEFENSE 


Your attention has been called both in previous hearings and in the present 
ones to the extremely high strategic importance of this industry and to the ex- 
ceptional importance of maintaining it in a state of effective, instant readiness 
to carry out its vital assignments in the event of any outbreak of war. 

It will be recognized that the ability of photographic manufacturers to serve 
effectively in a national emergency depends in large measure: (1) On their 
ability to retain in gainful peacetime employment, an adequate skilled labor 
force which would provide the key workers essential to any successful wartime 
expansion of output, (2) on their ability to maintain a high level of technical 
research and product development so that American photographie products will 
continue to excel or at least equal those of any other nation, and (3) on their 
ability to maintain plant and equipment at a satisfactory level of excellence 
and efficiency. 


VULNERABILITY TO IMPORTS 


You are also aware of the fact that certain product areas of the American 
photographic industry, notably precision equipment such as fine cameras, lenses, 
and shutters, which necessarily involve a high-skilled labor content, are especially 
vulnerable to competition from low-wage countries such as Germany and Japan. 
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In fact, in some of these areas, such as the relatively large volume of cameras 
(other than fixed-focus type) and lenses, it is believed that imports now equal 
if they do not already somewhat exceed domestic production. 

It is particularly in these areas of high-precision products where trained 
workers and specialized equipment (for the most part not commercially avail- 
able) and up-to-date plant constitute a vital defense potential. 

The industry’s peacetime skilled labor force maintained at a satisfactory level, 
would be sufficient only to provide the essential nucleus of key workers for the 
expanded wartime production of photographic products as well as in the mak- 
ing of nonphotographic products which this industry is counted upon to produce 
such as height finders, rangefinders, fire-control devices, time and proximity 
fuses, and many other precision devices. 


PRESENT DUTIES 


The present United States duties on the photographic categories are for the 
most part very low by any standards. 

Briefly, they range from 24% percent on base paper, to a maximum of 25 percent 
on the lens categories. Rates on cameras are 20 percent and 15 percent: 
sensitized paper, 12 percent; plates, 15 percent; and still- and motion-picture 
film, 64% percent or less. In 3 instances photographic products are included to 
a limited degree in some other classification such as electrical equipment at 
13% pereent, or optical instruments at 35 percent (projection lenses) and 45 
percent (projectors). As you know, except for the last 2, many of these rates 
have already been reduced more than 50 percent below 1930 levels. 


INADEQUATE RECOGNITION OF DEFENSE NEEDS 


It is our belief that there is no reasonably adequate requirement that defense 
needs be given proper consideration in proceedings under the act. Specifically: 

On the “bargaining” list for the Japanese trade agreement we find these criti- 
cal photographie products (cameras, lenses, shutters, parts) again listed for 
possible further reductions in duties. This is despite the fact that we have 
repeatedly called this matter to the attention of the Committee for Reciprocity 
Information, and have also called their attention to the fact that inroads of im- 
ports into our domestic markets were very heavy, had become quite serious in 
these products areas, and were still growing. 

We might also add that these photographic items appear on the list despite the 
fact that Japan is not the major factor in the United States imports of any of 
these items but that either Germany or Belgium is the major factor often ac- 
counting for from 70 percent to 90 percent of these imports. Only in the case 
of the lens categories does Japan account for as much as 35 percent of the value 
of United States imports. In other items on the list, Japan accounts for from 
zero to 5 percent of these imports, according to Department of Commerce de- 
tailed statistics of imports. 


LACK OF TIMELY RECOGNITION OF SECURITY NEEDS 


You will understand why it is our opinion that there is no provision for timely 
recognition of security needs in the trade agreements procedure. If the Com- 
mittee for Reciprocity Information and the Trade Agreements Committee were 
required to give adequate consideration of and recognition to actual and poten- 
tial injury to the defense potential in connection with their acts, beginning 
with the selection of items to go on the bargaining list, we believe these camera 
and lens items would very likely not have appeared on the present list. 


RECOGNITION OF DEFENSE NEEDS 


We, therefore, respectfully request that the act be suitably amended to guard 
against impairment of national security, by requiring adequate consideration be 
given to its needs at all steps in the process of reducing or increasing tariffs or, 
if need be, establishing import quotas. 

This provision should, we believe, be mandatory upon the Tariff Commission, 
the Committee for Reciprocity Information, and the Trade Agreements Commit- 
tee, in all of their actions under the act, and upon any other agency or office of 
our Government involved therein. 


r 
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PRESENT PROVISIONS INADEQUATE 


We submit that present provisions for giving recognition to the defense prob- 
lem, While not wholly lacking, are inadequate and ineffective. 

The only provision of this sort which now exists is the one which was included 
in the last extension of the act. This, we understand, gives the President au- 
thority to refuse to approve a duty reduction which has been sent to him for 
tinal action. You will note that this gives no authority to increase a rate of duty 
nor to take any action except in an instance where a duty reduction has been 
worked out, presumably through negotiations in a trade agreement with one or 
more foreign countries, and which is now in the final stages of approval. At such 
a stage it would seem that the President would be most reluctant to upset what 
has been worked out by the negotiators. Further, such information as to the 
nature of the changes is not made public until after the agreement has been 
concluded. 

Accordingly, the affected industry or product area would presumably have no 
adequate or timely way of voicing opposition to the change, except as it may 
have done so during the Committee for Reciprocity Information hearings. 

We believe the amendment should require consideration of defense require- 
ments throughout all phases of the procedure beginning with the matter of 
deciding whether or not to place an item on the bargaining list. 

Further, it is suggested that the Tariff Commission be required to consider and 
give appropriate weight to the defense aspect in any of its studies, recommenda- 
tions, or decisions, such as in connection with the escape-clause procedure and 
peril-point findings. At the present time it is understood that the Tariff Com- 
mission feels that its responsibility is limited to a situation where the industry as 
a whole has been seriously injured. This has nothing to do with whether or not 
there is any defense angle involved, and that it is to be expected that some product 
area is likely to be injured. It is to be noted that some of the most serious injury 
could be done in a product area in an industry which as a whole was not 
seriously injured by imports. 

As to the Committee for Reciprocity Information, it is understood that it is 
concerned more with finding out what concessions can be offered to foreign coun- 
tries and what concessions might be gained from them in return than it is with 
these other matters. It does give consideration to possible injury to domestic 
industry but this is only one of a great many factors which it considers. One 
of the members of this Committee represents the Defense Department. He has 
the responsibility to present the defense angle where he feels it is important. 
However, it is understood that the Department is also much interested in 
promoting offshore procurement, which is certainly “on the other side of the 
fence.” While the Committee wil! listen to arguments in respect to iniury to 
defense potential it is our feeling that insufficient attention has been accorded 
this element. 

CONCLUSION 


We believe it is well understood that we have in the United States certain areas 
of production which in time of war are critical bottlenecks, the adequate function- 
ing of which is necessary to the successful functioning of our Armed Forces and 
of defense-supporting industries. As you know, these areas of production are 
bottlenecks because of their highly specialized skilled labor or specialized 
equipment or both. They are usually relatively small. 

The effective availability of these areas of production in time of war is 
almost wholly dependent upon their ability, in peacetime, to produce and market 
in sufficient volume their normal civilian products. To the extent that imports 
are allowed to take over these markets we are, in effect, exporting these highly 
specialized skilled jobs and facilities. 

It is the purpose of our proposal that appropriate consideration of these prob- 
lems be made a requirement under the act. We believe that this suggestion 
will appeal to you and we hope to the Ways and Means Committee as being 
highly meritorious and deserving of their favorable action. 

We bespeak, therefore, your careful and sympathetic consideration of our 
statement and your favorable action on our recommendations and requests. 

Respectfully submitted. 

WILLIAM C. Bassrrt, Managing Director. 


Mr. Lewis. I want to thank you for the privilege of being here. 
The CuarrmMan. Does that complete your presentation 4 
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Mr. Lewis. Yes, sir. 

The Cuarrman. We thank you for your appearance and the in- 
formation given the committee. 

Mr. Mills, of Arkansas, will inquire. 

Mr. Mitts. Mr. Lewis, as you know, the program before the com- 
mittee today is a part of an overall economic program suggested 
to the Congress by the President of the United States. ~ 

You have taken your position with this phase of that overall pro- 
gram and made quite clear your opposition to the enactment of H. R. 1. 

Are you equally opposed to the other phases of the President’s 
economic program, principally that portion of the program which 
suggests to the Congress that there be a differential in income tax 
of 14 points between foreign earnings and domestic earnings of 
corporations ¢ 

Mr. Lewis. Congressman Mills, I am not here to express any general 
opinions on the bill in general. I feel that the democratic process is 
one in which everybody makes himself heard and then that you 
gentlemen are the ones that finally have to weigh all of the factors. 

You, yourself, represent your own constituents and I have not made 
a very serious study of the remainder of the bill. 

I am here only speaking for my own company in this instance 
and to file this brief for the national association. 

Mr. Mitts. Your company is not in a position, neither is the in- 
dustry in a position, to advise the committee at the present time that 
you will oppose the enactment of that differential in tax treatment 
of foreign and domestic profits? 

Mr. Lewis. No, sir; I have no opinion to express on that particular 
feature. 

Mr. Mirus. Either for or against? 

Mr. Lewis. That is right. 

Mr. Mits. The situation justifies, does it not, a very strong affirm- 
ative economic approach to our world needs at the present time? 

Mr. Lewis. I would say that is a reasonable statement; yes. 

Mr. Mitus. Are we correct in our view that it is absolutely neces- 
sary, in order to maintain a high degree of economic activity here in 
the United States, that we have trade with the rest of the free world? 

Mr. Lewis. I would say trade with the rest of the free world is a 
very highly desirable and necessary thing. 

Mr. Mixts. Would you want that level to remain at existing rates, 
or would you want it to increase ? 

Mr. Lewis. I should think that an increase in world trade is highly 
desirable. 

Mr. Mitus. How can we engage in promoting that increase in world 
trade without some program such as that which we have before the 
committee ? 

Mr. Lewis. Of course, I just made the comment that I was here 
speaking specifically for my own company and industry, and I called 
attention in my statement to the fact that in spite of the present 
tariffs on still cameras, which is the area in which I am specifically 
interested, the Germans and the Japanese have already demonstrated 
at least an ability to match us in our own market. 

In other words, my feeling is that the use of tariffs should not be 
to give a market away such as has already taken place in the watch 
industry. 
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I believe that it should encourage trade, but not throttle the trade 
within our own country. 

Mr. Mitxs. You do not, therefore, oppose the program of recipro- 
cal trade agreements; you oppose the application of the program to 
impracticalities ? 

Mr. Lewis. That is what I said in effect in my statement. 

Mr. Mitts. In other words, so far as the Congress is concerned, the 
theory of the legislation before us is desirable ? 

Mr. Lewis. I would say the theory is desirable, yes. 

Mr. Mitxzs. You would not, therefore, suggest to the committee that 
the committee refrain from reporting H. R. 1 to the House? 

Mr. Lewis. No, sir; I would not. I merely called attention to what 
[ think are certain defects and certain hazards that should be specifi- 

cally guarded against. 

Mr. Muus. Then I want the record to be quite clear, Mr. Lewis: 
You are not opposed to the theory of reciprocal trade agreements; 
neither are you opposed to the enactment of H. R. 1 as it carries out 
that objective. You desire that the administration of the program 
be more sensible ; is that the point ? 

Mr. Lewis. Specifically so. I want to call attention to the point 
that in this country not only are we subject to the great differentials in 
wages that I believe I have amply demonstrated, but we are not 
subject to the same rules under which foreign manufacturers operate. 

Again I would refer specifically to the watch industry. The watch 
industry in Switzerland, as you know, is a cartel, and a cartel that is 
entered into by their own Federal Government. 

In this country we have antitrust laws and many other regulations 
which regulate our commerce. We also have in foreign lands national 
feeling, we have the problem of workers figurativ ely working with a 
plow and a gun in the other hand, so that everybody must give con- 
sideration to elements that do not allow a free market such as we have 
within our 48 States. 

Mr. Mitts. You are still criticizing the administration of the pro- 
gram itself? 

Mr. Lewis. That I am. 

Mr. Mitts. Mr. Lewis, I am asking you these questions because of 
information that has come to my attention that you are a very suc- 
cessful businessman, that your company has had a remarkable growth, 
that you have a very young, vigorous, outstanding staff of assistants 
at the executive level in your organization. 

That is true; is it not? 

Mr. Lewis. That is absolutely true. 

Mr. Mitts. I read with interest an article which appeared in the 
Detroit Free Press of September 10, 1954, which was quite laudatory 
of the growth of your company, the management of your company. 
the activities of your company, in this field. You are acquainted 
with the article written by Mr. George W. Parker? 

Mr. Lewis. That is right. 

Mr. Miuus. Is your company typical of the entire industry, or have 
you gone ahead of the rest of the industry / 

Mr. Lewis. It is my impression that we have gone ahead of the 
industrv. 

Mr. Mitus. How have you gone ahead of the industry, Mr. Lewis, 
in your opinion? I do not want you to be in a position of bragging, 
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but you can in all modesty, I think, answer the question since I have 
raised it. 

Mr. Lewis. Well, I think that perhaps the basic reason is that we 
had the good fortune to be riding the right horse. 

Mr. Mrs Now, that is most illuminating, but I desire a little bit 
more illumination. 

Mr. Lewis. I will be very happy to amplify that. The line of cam- 
eras that have enjoyed the greatest growth since the war have been 
so-called 35-millimeter- comeras, which are most adapted to color 
photography and the projection of it. We happen to be almost 
entirely in that field. 

Of course, we lost no time in giving it a great deal of emphasis. 
That was not true of the other companies. 

In addition to that, as I indicated in my statement, I feel that we 
have a very efficient organization and, furthermore, we have been the 
most aggressive merchandisers in the photographic field in this coun- 
try. 

Mr. Miius. Do you feel that the other companies in the industry 
since 1940 could have enjoyed the same rate of growth as your com- 
pany had they been as efficient and as capable in ‘the mec ‘handising of 
products as your company ¢ 

Mr. Lewis. I am sorry, you lost me there somewhere. 

Mr. Mirxs. Do you feel that other companies in this industry, the 
same camera industry, could have made the same rapid rate of growth 
since 1940 that your company has made had they been as efficient and 
enjoyed as much know-how in merchandising as you and your fine 
staff of executives have demonstrated ? 

Mr. Lewis. The answer, I believe, is “Yes,” if they had also been 
riding the right horse. 

Mr. Mitts. Sometimes we refer to riding the right horse politically. 
1 am sure you do not mean that, exactly. 

Mr. Lewis. The horse, of course, that I refer to, is the fact that we 
were very fortunate in having as our major product 35-millimeter 
cameras which have enjoyed the greatest growth in recent years. 

Mr. Mus. Do I gather, then, that over the past several years, say 
since 1940, had these. companies enjoyed the same rate of efficiency, the 
some managerial and merchandising know-how that your company 
has enjoyed, tariff reductions would not have been a problem with re- 
spect to these companies ? 

Mr. Lewis. To go back to my own statement, I indicated that we 
have been quite successful in spite of the current rate of tariffs. 

Mr. Mitxs. That is right; that is what I referred to. 

Mr. Lewis. I pointed out the reasons for it, which I felt was an 
efficient organization and good merchandising, but I pointed out there 
were now problems facing us which I think very seriously interfere 
with that possibility. 

I refer to the fact that well-known American brand names in 
photography are now beginning to lend those names to cameras made 
in Germany and Japan. 

I recall, for example, in Mr. Percy’s testimony that he pointed 
out they were now entering the still photographic field and he said 
they had two stereocameras that were going to compete with foreign 
vameras, 





TRADE AGREEMENTS EXTENSION 2411 


Now, Mr. Percy did not mention to you that one of those cameras 
was made in Germany. 

All I am trying to say is that with the Germans and the Japanese 
bringing their cameras in and distributing through the normal chan- 
nels, that is distributors, we were able to hold our own because we 
thought we knew more about merchandising and had a better concep- 
tion of the American mind than the Germans and Japanese. 

But the thing that we have always been quite conscious of was when 
big, well-known American brand names in our field did the same thing, 
when they took those cameras and put their name on that that we were 
then “going to lose the advantage we had, and that has now taken 
place. 

Mr. Mitts. Mr. Lewis, I am a little confused over your last state- 
ment. I thought we had reached the conc lusion, you and I, that your 
company has ‘not suffered over rate reductions that have alre: udy 
occurred. 

I take it from what you have said in your statement that you are 
somewhat fearful that your company will not be able to exercise a 
higher degree of efficiency, managerial know-how and merchandising 

capacity to enable you to compete with imports if tariffs are further 
reduced. Isn’t that your position, really ¢ 

Mr. Lewis. Let me say one thing in that respect : You are isolating 
my company, and I do not think that is typical of the problem. 

‘Mr. Minis. You have already told me that these other companies 
might have been in the same circumstances your company is in if 
they had exercised the same degree of efficiency and so on that your 
company has in the last few years. 

Mr. Lewis. As a matter of fact, to prove my point, the neva com- 
panies have suffered. The fact that one company may have been more 
fortunate or prosperous or anyway you want to put it, is not neces- 

sarily an example of what has taken place in the industry. 

I alr sady pointed out to you that every major still-camera manu- 
facturer is either importing complete c ameras ready for sale, or parts 
thereof, and that Ansco, for example, who were a perfectly well known 
American name, have completely given up the manufacture of cameras 
except for box cameras. 

Eastman Kodak import cameras. Some of the others do. 

Mr. Mitrs. That may be due in part to the fact that they are not 
as efficient; that they are not as good merchandisers as your com- 
pany. ‘That is the point I was trying to determine, whether or not 
their lack of efficiency and merchandising know-how has contributed 
to their present predicament as well as imports, or maybe to an even 
greater extent than the factor of imports. 

Mr. Lewis. I do not believe that that is true; no, sir. 

Mr. Mirzs. You do not think that is true? 

Mr. Lewis. No, sir. 

Mr. Mitts. Yet your company at the same time, because of ef- 
ficiency and merchandising know-how, has been labeled by you as a 
growing concern. 

You ‘went from 1940 net sales of $1 B35 se 35 to 1948 sales of $8.995.- 
407; to 1953 sales of $13,607,568; and in 1954 with sales of $292.- 
409,132. ; 
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It is because of the record of your company that I was so con- 
gratulatory in my earlier statement and why I have asked you these 
questions. 

I see here a company, where tariffs have been reduced, manu- 
facturing still cameras, growing constantly, where the equity in com- 
mon stock, after the payment of preferred dividends, increased from 
a value of about 5 cents in 1946 to about $10.65 a share in 1954; where 
net profits rose from a loss in 1940 of $79,030 to a profit in 1954 of 
$1,261,179. ; 

Now, because of the record your company made, I was trying to 
distinguish it on the ground that you were more efficient and had great- 
er merchandising know-how because I wanted to ask you the question 
whether or not it was the responsibility of the Congress to protect 
with tariffs all companies who lack efficiency and lack merchandising 
know-how even though those tariffs might impede the export of goods 
from the United States. 

Mr. Lewis. I have seen that school of thought used constantly, of 
course, should we protect inefficiently? The answer, I believe, is 
obviously, No; we should not. I think I demonstrated in my state- 
ment that the American photographic industry is not inefficient. 

Mr. Mits. I am not charging it with being inefficient. I am just 
saying it is possible that some of these companies that have not pro- 
gressed as yours has may not be as efficient as your company. 

Mr. Lewis. The fact that they have not been as efficient does not 
necessarily man that they are inefficient. 

Mr. Mrs. I would not criticize any businessman for being inefli- 
cient. I might say he is not quite as efficient as some of his com- 
petitors. That is the reason some companies enjoy a high rate of 
profit where there is no competition from abroad at all. 

Mr. Lewis. I also want to point out one thing—that it so happens 
that our sales of commercial products, cameras and projectors, in this 
past year in the domestic market was not greater than the year before ; 
it was slightly smaller. 

I also said in my statement that the shoe is beginning to fit tight 
and we are beginning to buy more and more parts from Germany. 

I also indicated that we have been for 5 years—I did not mention 
the number of years—but we have been buying parts and subassem- 
blies from Germany. 

I also mentioned that as a business I was not here to plead for pro- 
tection of the business. I said that I felt that we were probably wide 
awake enough to keep our business alive, even if we had to have all of 
our parts and cameras made in foreign countries. 

I am not here pleading for us as a company. I am merely stating 
the fact that the manufacturing of cameras may go to a foreign 
country. 

Mr. Miuts. Mr. Lewis, let me ask you if this is an accurate account 
of your operations which appeared in Forbes of August 15, 1954: 

Lewis— 
referring to you— 


however, believes Argus is winning the battle against them, and in proof points 
to Argus commercial sales in the calendar year 1953 of sixteen and a half million 
dollars, 60 percent greater than the total imports of still cameras. 
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Lewis’ trip to Germany may further cut down on his problems. Argus already 
buys certain component parts from manufacturers, and Lewis is seriously con- 
sidering establishing manufacturing operations in Germany. 

Although this seems like carrying coals to Newcastle, Lewis believes the loca- 
tion will enable his company to compete in markets it has not reached in the 
past. 

Moreover, the increasing convertibility of German marks and English sterling 
to dollars makes foreign markets far more attractive than before. 

For the future Lewis expects to make some additions to company facilities, 
but he contemplates nothing so large that it cannot be financed from the com- 
pany’s current earnings. 

Says he, “We want to grow through increased sales and to increase our facili- 
ties only where necessary.” 


Is that a fairly accurate statement of the position of your com- 
pany ? 

Mr. Lewis. Iamsureitis. Iam familiar with it. 

Mr. Miii1s. You did finally complete the purchase of a plant. I 
believe, in Stuttgart, Germany ? 

Mr. Lewis. That is correct. 

Mr. Mixts. Did you purchase the plant for the purpose of manufac- 
turing there, parts that you will use in the assembly of cameras here 
in the United States? 

Mr. Lewis. We purchased the plant for the double purpose of mak- 
ing products with which we hope to reach the world market as well 
as to make parts and perhaps completed cameras to bring into the 
United States. 

Mr. Mriuis. I quote again from your reported statement at least, 
appearing in Argus Eyes of October 1954, on your German operation 
plans: 

Because of the interest shown in our German operations since the appoint- 
ment of Bill Patton as its general manager, I would like to repeat our plans 
as stated in my article in last month’s Argus Eyes. 

Since 1949, it has been virtually impossible for us to export cameras throughout 
the world. This is because of dollar shortages and importing regulations. We 
are now considering a company in Germany for the manufacture of Argus 
products for distribution in Europe, South America, Africa, and other export 
markets. 

Manufacturing in Germany will permit us to develop this export market and 
it will not interfere with or detract from our Ann Arbor operations. 

Like the Canadian subsidiary, the German operation would commence on a 
very modest basis. 

Now, has there been a change in the position of your company that 
you will now manufacture at Stuttgart parts that will be imported 
into the United States? 

Mr. Lewis. Congressman Mills, if you were in my position, would 
you say to your employees that if the competition gets more difficult 
and if we cannot manufacture cameras in this country, we are going 
to bring them in from a new market ? 

Obviously, I am not waving a red flag in front of my employees. 

As I said in my statement, if the competition gets keener to a point 
of where we feel we are forced to it, we will, in addition to making 
products for the world market, we will also make products that we 
‘an bring into this country. We would prefer not to do that. 

Mr. Mitxs. But at the time you purchased the plant, you did not 
purchase it with the thought in mind that you would manufacture 
parts for importation into the United States? 

Mr. Lewis. I am sorry to correct you, but we did. 
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Mr. Mus. Then this that I read was not exactly a full statement 
of the intention ? 

Mr. Lewis. That is correct; it was not a full statement of the 
intention. 

Mr. Mitzs. That is supposed to be your magazine and I assumed it 
was absolutely correct. 

Mr. Lewis. I just said that as a matter of practical procedure you 
do not advertise potential problems; particularly when those prob- 
lems are going to affect the people to whom you are talking. 

Mr. Mixts. In other words, you would not put out a publication 
for the benefit of your employees and tell them that you had pur- 
chased a plant in Stuttgart, Germany, to manufacture some things 
which they were now manufacturing and which might result in their 
unemployment? Is that what you mean / 

Mr. Lewis. I think that is just plain, ordinary commonsense ; isn’t 
it? 

Mr. Mitxs. I am not arguing with you. I am merely trying to 
ascertain the facts. 

As I gather, then, from your statement and our colloquy, you are 
not disturbed over the existing situation as it affects your company. 
You are disturbed, however, over what may happen under the admin- 
istration of a continuation of this program of reciprocal trade 
agreements 

Mr. Lewis. No; that is not true. I am disturbed over what may 
happen under the administration of the agreement. I am also dis- 
turbed under the existing situation for the reason that I thought I 
made very clear that is that the other big brand names are now bri ing- 
ing in foreign- made cameras with their names on them. 

That is something that we have not been up against in the past. I 
am very much concerned with that. 

Mr. Mitts. When did that start, Mr. Lewis?) When did that prac- 
tice start ? 

Mr. Lewis. Since the war, I would say. 

Mr. Mitts. About 1947, would you say ? 

Mr. Lewis. And a little bit later than that with perhaps one ex- 
ception. 

Mr. Miuts. I have difficulty in understanding the justifieation for 
your concern over the past in the light of the figures which I read 
indicating the annual sales, profits, and common-stock equity in your 
company “have increased. 

I know what I have said laudatory of your operations is fully justi- 
fied and that we really are not justified on the other hand in dragging 
down some skeletons of past treatment of your company under recipro- 

cal trade agreements program that would lead anyone to believe that 
it has not prospered and that it has not reacted favorably under the 
circumstances. 

In the light of all this, it is difficult for me to understand anything 
other than that you might have a fear of the administration of the 
program in the future. I think that is something that we could recog- 
nize in anyone. 

Mr. Lewis. That again, to repeat myself, is only part of the prob- 
lem. The problem is that the situation is rapidly ‘changing. Ameri- 
can manufacturers not only are starting plants in Germany, including 
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us, but you have also got well-known names who are bringing in com- 
plete cameras, which 1s an entirely new situation. 

I might also say that the German and Japanese industries are 
ga — a strength that they did not have even a year or 2 or 3 years 
age 

Mr. Mus. Thank you, Mr. Lewis. 

The Cuamman. Mr. Reed, of New York, will inquire. 

Mr. Reep. | think you have made a ver y fine statement and I do not 
see why you should be criticized as an American citizen for making a 
success in industry in this country. 

I think you should be very proud of the record you have made. 

You do not believe in the theory that people in this country are 
benefited by buying always in the cheapest market, do you? 

Mr. Lewis. No, sir; I do not. 

Mr. Reep. I am glad to see that you are efficient. A few years ago 
under the Democratic administration, it was proposed that all inetli- 
cient industries should be replaced, eliminated. Do you remember 
that? 

Mr. Lewts. Yes. 

Mr. Reep. We do not want that now, do we? 

Mr. Lewis. No, sir. 

Mr. Reep. The important thing to this country is the payroll. 
Thousands of villages and little crossroads have an industry that sup- 
ports them and supports everything in that community, including the 
church, the Red C ross, all the community affairs, the fine schools. 

Once that payroll is eliminated by foreign competition, you have a 
ghost town such as we are getting today, day after day now, as a result 
of imports. 

I wanted to bring that out because the cross-examination would in- 
dicate that it is considered a crime for a man to be successful, espe- 
cially if he is an industrialist. 

You will find out that Mr. Percy, who testified here rec ently, has 
no foreign competition in motion-picture cameras, his principal 
product. 

On the other hand, you and other still-camera producers have severe 
competition ; do you not ? 

Mr. Lewss. That is right, sir. 

Mr. Reep. Is it not true that still-cameras are on the list for tariff 
cuts in the Japanese trade agreement ? 

Mr. Lewis. The cameras that have a value under $10, and those 
over $50, are on that list. 

May I add one thing, Congressman Reed ? 

Mr. Reep. Yes. 

Mr. Lewis. When I say value under $10, because of the low wages, 
a $9.50 camera may be a camera that will be finally $25 or $30 on the 
American market. So it does compete with us. 

Mr. Reep. But motion-picture cameras are not on the list: are 
they ? 

Mr. Lewis. That is correct, sir. 

Mr. Reep. Is it any wonder that Mr. Percy says he does not fear 
foreign competition? You would not be very much concerned if you 
were in his situation ; would you ? 

Mr. Lewis. Quite the opposite, I would be quite pleased. 
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Mr. Rerp. Now, is not H. R. 1 going to force businessmen reluc- 
tantly to establish industries abroad ? 

Mr. Lewis. Of course, I have already demonstrated that we are 
participating in that movement in self-defense. 

Mr. Reep. That is going on in my district now, where men, who 
have run their industries well, where their employees are a large seg- 
ment of the economy of the city in which it is located, under the 
threat of this bill, are planning reluctantly to go into Holland. They 
have already established a little industry in Canada. 

I do not like to see our payrolls going abroad because losing a pay- 
roll here that supplies our market and our communities simply puts 
people on relief. 

That is why we object to this constantly lowering of tariffs. It is 
demonstrated even in your line of business, is it not, that the wages 
they pay abroad are not comparable to the wages you have to pay here 
for the same talent. Is not that true? 

Mr. Lewis. As I demonstrated, the average wages are recognized to 
be a mark and a half or about 3714 cents an hour in Germany and 
about 26 cents in Japan. 

Mr. Reep. That is true with respect to many other industries—tex- 
tiles, for example, which are threatened and which are on the list to 
be cut further. It is the aggregate of our industries that is important. 

It requires 2 markets abroad to compensate for the loss of 1 market 
here. Is that true? 

Mr. Lewis. That is right. 

Mr. Reep. About how many people are employed in the photo- 
graphic industry ? 

Mr. Lewis. When you say the photographic industry, that is a 
broad area that has items that go far beyond cameras. I cannot give 
you an accurate figure on that. 

It so happens that Mr. Babbitt, the executive director of our asso- 
ciation, is here. If you would be willing to have him answer the ques- 
tion, he would be happy to do so. 

Mr. Reep. Mr. Babbitt, will you come forward ? 

Mr. Babbitt, you are connected with the Eastman Kodak Co. ? 


STATEMENT OF WILLIAM C. BABBITT, MANAGING DIRECTOR, 
NATIONAL ASSOCIATION OF PHOTOGRAPHIC MANUFACTURERS, 
INC. 


Mr. Baserrr. I am William C. Babbitt, managing director, Na- 
tional Association of Photographers, 10 Rockefeller Plaza, New York. 

Mr. Reep. Can you tell me, Mr. Babbitt, approximately how many 
people are engaged in the factories of the photographic industry ? 

Mr. Baserrr. In accordance with data of the Bureau of Labor Sta- 
tistics, there are approximately 60,000 employees in the industry. 
That is all workers. 

Of those, somewhere in the general neighborhood of 45,000 are 
classified by BLS as production workers. 

Now, those workers include those who are in a lot of areas of pro- 
duction not under discussion, or not on the bargaining list, such as 
blueprint and photocopy equipment, microfilm equipment, and a lot 
of other products of that sort. 
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It also includes all of the employees engaged in the production of 
sensitized goods. That is the area where more than half of the 
employees of the industry are located. 

Mr. Reep. Is the industry rather widely distributed ? 

Mr. Basneirr. We have plants in approximately 18 States, with 
1 or 2 scattered plants in some other States. 

But those other ones are mostly small companies. 

Mr. Reep. Thank you very much. 

Now, I wish to return to you, Mr. Lewis. I was very much im- 
pressed with the emphasis you placed on our national defense, the 
preservation of our industries here in order that we can have a quick 
supply of precision instruments as a result of the talent which is 
developed in the Kodak business; is that right? 


STATEMENT OF ROBERT E. LEWIS—Resumed 


Mr. Lewis. That is right. 

Mr. Reep. It is going to be a real danger to this country if we do 
what we have done to the watch industry and simply let the foreigners 
take them over until there are only 2 or 3 left. 

Now, if your company is displaced, as it can be, and many of the 
other photographic industries, that affects adversely our safety in 
the field of our national defense. Do you agree with that? 

Mr. Lewis. That is absolutely true. 

As I indicated in my statement, during the recent war the Germans 
sent technicians to Japan to build their optical industry to make them 
a better military setup. 

Mr. Reep. Did not Switzerland furnish technical know-how and 
so forth to Germany during the war? 

Mr. Lewis. I have heard that said, but I do not know it for a fact. 

Mr. Reep. It is pretty well thought so, I think, by our national- 
defense people. 

Thank you very much. 

The Cuatrman. Mr. Jenkins, of Ohio, will inquire. 

Mr. Jenkins. Mr. Lewis, I think you should be proud that our good 
friend, Mr. Mills, has made you one of the smartest men in the world. 
I am glad you are here as one of the smartest men in the world who 
comes in and testifies that he is opposed to H. R. 1. 

That is all. 

The Cnarrman. Mr. Simpson of Pennsylvania will inquire. 

Mr. Siason. Mr. Lewis, you do not want any tariff reduction at 
home, do you, on still cameras? 

Mr. Lewis. No; I am not looking for a tariff reduction. 

Mr. Srupson. You want to protect the jobs of these American work- 
men you have; is that right? 

Mr. Lewis. Yes. I would like to qualify that in one degree, that I 
do not believe in tariffs that exclude foreign goods. 

On the other hand, I do not believe in the other extreme, in a tariff 
that allows a foreign industry to practically dominate an industry in 
this country. 

I think that some happy medium is preferable. 

Mr. Stupson. I asked you a specific question, whether you wanted 
the tariff rate reduced on still cameras. 

Mr. Lewis. No; I do not. 


57600—55—pt. 2 67 
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Mr. Srupson. So that you are here arguing for work for your men 
in Ann Arbor? 

Mr. Lewis. That is correct. 

Mr. Suwrson. Not for your workmen over in Stuttgart, Germany. 

Mr. Lewis. That is correct. 

Mr. Srupson. You put that plant over there for what purpose ? 

Mr. Lewis. Asa matter of fact, it is a hedge. 

Mr. Suwpson. You put it there as a hedge to take care of foreign 
demand ¢ 

Mr. Ltwts. Well, there is an old saying, if you can’t lick them, join 
them. 

Mr. Sreson. You cannot supply the American made camera in the 
world market advantageously today against the German and Japanese 
competition, or can you? 

Mr. Lewis. Generally speaking, we cannot. There are 1 or 2 areas 
we could, for example, in still projectors. 

Mr. Srwpson. Your own Government is urging industry to put 
plants all over the world. That is what we are doing. 

Mr. Lewis. That is right. 

Mr. Stmpson. So you are carrying out Government economic policy 
when you build a plant in Stuttgart to make a product to sell any- 
where in the world you can; is that right? 

Mr. Lewis. That is right. 

Mr. Stmpson. I do not see a thing inconsistent about it. 

Now, is it not a foolish thing in this H. R. 1 and other laws that we 
have to cut our tariff on still cameras so that you can shut a plant down 
here at home and make the product over in Stuttgart, or Japan, and 
because of low tariffs here ship the product in here? 

That is a very foolish thing to do, is it not? 

Mr. Lewis. From the point of view of national policy, I believe it is. 

Mr. Stupson. Now, this man who came in from Bell & Howell by 
the name of Percy, was boasting about the great business they are do- 
ing in moving-picture cameras. They do not have any foreign compe- 
tition, substantially, do they ? 

Mr. Lewts. It is not substantial; no, sir. 

Mr. Stupson. They sell a still camera, too, in the United States. 

Mr. Lewis. They have recently entered the still-camera field. 

Mr. Stmpson. Do they manufacture it? 

Mr. Lewis. They do not manufacture any still cameras. 

Mr. Stwpson. Where do they get. them ? 

Mr. Lewis. They have 2; 1 is made for them on the west coast, and 
another I' they import from Germany. 

Mr. Stupson. Now, with respect to movie cameras, there is no pro- 
posal to cut the tariff and it would not make any difference if they did 
cut it. 

Mr. Lewis. No, sir. 

Mr. Simpson. I asked him personally if he advocated cuts in still 
cameras and he said he did not want them cut either. 

But I assumed that they wanted to start manufacturing them here, 
but. they are not manufacturing them here. 

Mr. Lewis. No, sir; they do not manufacture a still camera. 

Mr. Srvpson. I think you have given us a very perfect picture 
of success in American business and a businessman seeking to protect 
jobs for American workmen. 
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Surely everyone on this committee commends that and does not 
want Government taking the jobs away from those men. 

Thank you. 

The Cuatrman. Mr. Kean, of New Jersey, will inquire. ; 

Mr. Kean. On page 8 of your statement you say that it is high time 
that the other countries stop requesting United States tariff conces- 
sions until such time as they improve the import treatment that they 
give to our products. ; 

Now, I am in full agreement with that, but I would like to call 
your attention to the fact that the administration during the last 2 
years has been successful in securing many modifications of the restric- 
tions against American exports. 

For example, Belgium-Netherland and Luxembourg, have freed 
86 percent of their dollar exports. 

Denmark has increased the quantity. They have freed 38 percent. 

In Western Germany now 70 percent of the dollar imports are 
freed. 

Ninety percent from Greece. 

Sweden, 50 percent. 

Switzerland does not discriminate at all. 

The United Kingdom in the past 2 years has removed controls 
on 50 percent of our exports. 

South Africa has removed all exchange discriminations and so has 
Ethiopia and Rhodesia and Nyasaland. 

What I want to say is that we are moving in the right direction 
but I do not think that cameras have been excluded in any of those 
items on the list I have. 

Mr. Lewis. That is right. You are talking about currency ex- 
change. The final problem is to get an import license and that is 
where they really control the imports. 

Mr. Kran. This is a quantitative barrier that I am talking about; 
the fact that that has happened has helped our trade with them a 
great deal. 

Mr. Lewis. In the camera field, of course, they are not on the list 
for easy import licenses. 

Mr. Kean. I gather from your testimony exactly the same thing 
that Mr. Mills gathered, that you are doing wonderfully well now, but 
that you have a fear of what might happen in the future. 

You mentioned those brand names. You said they went back to 
1947. Well, that goes back to a period beyond when you have been 
doing so remarkably well. Twenty-seven percent earnings on capital 
in 1953 is fine. 

I wish every company in the United States could do that. 

Mr. Lewis. I also added that while an exception went back to 1947, 
this real movement is starting Just now, within the last 2 years. 

Mr. Kean. Of course, there is no surety that there will be any 
further tariff cut on cameras or camera items. That is up to the 
discretion of the President under this bill after he gets the peril 
point told him by the Tariff Commission. 

As far as your products are concerned, I don’t think the peril 
point is being approached, but as far as some of the other companies 
that is probably true. 

The Cuarrman. Mr. Byrnes of Wisconsin will inquire. 
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Mr. Byrnes. Mr. Lewis, we have talked about the increase which 
your company has enjoyed in its business. Do you have figures there 
as to the increased dollar volume of the imports from 1947 to date, 
or any figures in that area? 

Mr. Lewis. Yes, we do. 

Mr. Byrnes. While you are looking at your figures, the only ones 
1 have available here are for 1950 and 1953. I notice under cameras 
and parts there was about five and a half million dollars worth im- 
ported in 1950, but that jumped for the year 1953 to $14,745,000. It 
seems, at least in those 3 years, that some of our importers or foreign 
exporters have enjoyed a phenomenal increase in sales, too. 

Mr. Lewis. Yes, that is true. 

Mr. Byrnes. Now, what can you give me there to clarify this 

icture ? 
Mr. Lewis. I have the Department of Commerce figures for 1951- 
53 in front of me. The total figure of cameras, parts and lenses, was 
8,900,000 in 1951, and 14, 900,000 in 1953. 

Of course, that is composed of a variety of classifications. If you 
would like any individ ones, we have that here, too. 

Mr. Byrnes. Your cameras in the field in which you are competing 
are primarily the 35 millimeter and reflex—those are your two major 
items, are they not? 

Mr. Lewis. That is right. 

Mr. Byrnes. What is the relative percentage as between the two? 
Mostly 35 millimeter? 

Mr. Lewis. The imports of so-called precision cameras, what we 
are talking about, is about equal to our domestic manufacturing now. 

Mr. Byrnes. Now? 

Mr. Lewis. Yes, sir. 

Mr. Byrnes. What was it back in 1950, or what figure do you have 
there? What are your comparable past years? 

Mr. Lewis. The cameras in that category in 1951 were $2,087,000. 

In 1953, $8,674,000. 

Mr. Byrnes. So that in the area in which you have enjoyed a con- 
siderable increase the foreign manufacturer has also enjoyed a con- 
siderable increase in the domestic market ? 

Mr. Lewis. Clearly so. 

Mr. Byrnes. Do your figures show the increase in parts? 

Mr. Lewis. Yes, we have a figure here on parts. In 1946 the dollar 
value was $2,000. 

Parts are lumped together in 1953, and show $1,414,000. 

Mr. Byrnes. Do you have some year that is not quite as closely 
connected with the war as 1946? 

Mr. Lewis. In 1951 it was $675,000. 

Mr. Byrnes. $675,000 to $1 million? 

Mr. Lewis. One million four. 

Mr. Byrnes. An increase in 3 years. So that that shows the trend 
in the importation of the parts that you have been expressing concern 
about. 

Are those parts imported primarily by manufacturers, or for repair 
purposes ? 

Mr. Lewrs. It would be primarily by manufacturers. 

Mr. Byrnes. So that you see this trend developing right here, of 
this great increase in parts going to manufacturers? 
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Mr. Lewis. That is correct, 

Mr. Byrnes. So that the export business has improved almost 
comparable to what you have enjoyed during the same period ? 

Mr. Lewis. That is correct, 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

The committee will stand in recess until 2 o’clock this afternoon. 

(The following statement was submitted for the record :) 


STATEMENT OF CHARLES H. PERCY, PRESIDENT OF BELL & HOWELL Co., in REPLY TO 
THE STATEMENT OF Rosert E. Lewis, PRESIDENT oF ARGUS CAMERAS, INO. 


Mr. Chairman and members of the committee, my name is Charles H. Percy; 
my position, president of Bell & Howell Co., manufacturer of photographic prod- 
ucts. It was my privilege to submit on January 24, 1955, a written statement to 
this committee concerning H. R. 1, to verbally summarize my views and convic- 
tions, and to be questioned by the members of the committee on this very vital 
subject. 

On February 7, 1955, Mr. Robert E. Lewis, president of Argus Cameras, Inc., 
also submitted a statement to the committee. The stated purpose of his testi- 
mony was to present “* * * the problem with which my company is faced” 
and “to correct what I believe are false impressions created by Mr. Charles H. 
Percy, president of Bell & Howell Co.” 

I respect Mr. Lewis’ right to present his views and the views of other manu- 
facturers within the photographic industry to the House Ways and Means Com- 
mittee. I regret that he has chosen to attack the validity of my statement, but 
I do not reply for any personal reasons. Nor do I reply because the arguments 
presented by Mr. Lewis are the traditional arguments of the protectionist manu- 
facturer. I take the time of this committee only because I believe that a clear 
view, from both sides, of the complex problems of foreign trade in specific terms 
of one industry will be helpful. 

Does Mr. Lewis represent the photographic industry? 

Mr. Lewis stated in his testimony, “I believe that I reflect the interests of 
most of the photographic industry because my story parallels the brief filed with 
the Tariff Commission by the National Association of Photographic Manufactur- 
ers.” Mr. Lewis may speak for 1 segment of the industry, 84 of 
the 85 members of the photographic manufacturers association. He does not, I 
believe, speak for the scores of photographic importers and exporters whose busi- 
ness depends upon keeping our trade lanes open. He does not speak for 50 
photographie distributors, a significant portion of whose business is in foreign- 
made products. Nor does he speak on hehalf of thousands of retail photographic 
dealers and their employees, who sell imported products. 


Does Bell & Howell Co. face foreign competition? 


Mr. Lewis stated “the only cameras made by Bell & Howell are motion-picture 
cameras; these have never been subject to real competition from foreign 
sources.” While to date foreign competition in motion-picture cameras has not 
been as keen as in still cameras, we expect an ever-increasing degree of compe- 
tition in the future, both at home and abroad. For example, 42 percent more 
motion-picture cameras were imported into the United States in the first 9 months 
of 1954 than in the same period in 19538. 

It is not true that we manufacture motion-picture cameras only. We also make 
lenses, microfilm equipment, slide projectors, and tape recorders. We are the 
largest manufacturer in the world of 16-millimeter sound motion-picture projec- 
tors. There are competitive sound projector manufacturers in almost every 
major country of the world. Germany has at least a dozen companies, including 
such firms as Siemens, Bauer, Leitz, and Ericson. 

At the Paris photographie exhibition in 1951 I lost count of the number of 
French manufacturers of sound projectors—such companies as DeBrie, Cineric, 
Oehmichen and others. 

In Italy there are Microtecnic, Ducati, Fumeo, and others. In Japan there are 
Hokushin and Elmo projectors; in England the Thomson-Houston, Cinetechnic, 
and British-made American models. In Sweden there is Aga Baltic: in Spain 
the DeBrie Co. has recently begun assembly operations. Last year I visited the 
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Cinevox Co. in Australia, for even this country of only 8% million people builds 
its own projectors to compete with us in that market. In Switzerland, the United 
States and the world Bolex is important competition in amateur motion-picture 
equipment and is expected to compete keenly in the sound-projector field in the 
future. Its exports to the United States alone in 1953 were estimated at half a 
million dollars, and were probably higher in 1954. All such sales compete directly 
with Bell & Howell products. 

In the past a tariff of 45 percent has protected us in the United States from 
foreign sound projector competition. Within recent months, however, sound pro- 
jectors have been reclassified and they are now subject to a tariff of only 13% 
percent. As a result of this reclassification, foreign competition is preparing to 
make major inroads in the American market in the near future. 

While I have long favored a gradual reduction in tariff barriers, I have always 
opposed any such drastic change that does not permit a reasonable time to make 
needed adjustments. 

But regardless of tariff reductions, we expect to compete in the future, as we 
have in the past, by offering the consumer a relatively better value. If we find 
that we cannot successfully compete in any one product field, we will shift our 
capital, management, and labor to other fields in which we can use them more 
efficiently. 

In the 1952 Annual Report of the Elgin Watch Co., Mr. J. G. Shennan, president, 
stated the case as well as I have ever seen it: “Our plight, and what we are doing 
about it, perhaps provides a perfect case history of a United States industry 
which has been caught up in the international trade problem and which has re- 
solved boldly to extricate itself * * * [by] * * * a firm rejection of the classic 
idea that cheap foreign competition inevitably destroys a domestic industry and 
causes wholesale unemployment. We are substituting for that concept the prin- 
ciple of industrial evolution; we are hedging against foreign competition by di- 
versifying, so that we can create new sources of income and new jobs to replace 
the old when needed.” 


Is United States labor more productive? 


Mr. Lewis has pointed out, as did I, the wage differential existing between for- 
eign and American labor. I also pointed out that the true criterion of cost is not 
dollars or cents per hour, but total labor cost per unit produced. 

But Mr. Lewis said “Mr. Percy made the statement to this committee that 
American workers are 2 to 10 times as efficient as those in foreign countries. This 
is not true.” 

The authority for my statement can be found on page 69 of the January 1955 
issue of Fortune magazine in an article entitled “The Engine: Rising Productiv- 
ity.” The article was written by Mr. Gilbert Burck, a member of the board of 
editors of Fortune, and I quote: 

“Today the United States manufacturing worker turns out from 2 to 10 times 
as much per hour as his European counterpart, and United States farm and serv- 
ice workers doubtless boast a similar margin over their European counterparts.” 

Mr. Burck’s statement is confirmed by my own experience at Bell & Howell. 
Without greater productivity we could not compete with foreign motion picture 
camera lenses, where labor is the major component. But we do compete and 
compete successfully, as I showed by specific examples in my previous statement. 

I know that our workers at Bell & Howell are more productive than foreign 
workers. I believe that this is also true of all American industry and the 
photographie industry as well. If it were not true, then I freely admit we 
could not meet foreign competition. 

For despite the expressed concern of certain American photographic manufac- 
turers, as an industry we have captured a substantial share of the world market, 
and our exports of photographic equipment exceed our imports by almost three 
times. In 1953 the United States exported $65 million of photographie goods 
and imported only $25 million. Authority for these figures may be found on 
pages 917 and 919 of the 1954 Statistical Abstract of the United States, published 
by the United States Department of Commerce. 


What is the present tariff? 


In my written statement I said that we are sheltered by protective tariffs at 
rates from 20 to 45 percent on cameras, camera lenses, and other photographic 
products. As Mr. Lewis pointed out, there are some 27 classifications and I 
inadvertently omitted 2 of these under 20 percent. (The 2 in question are 15- 
percent classifications applicable to still cameras over $10 in value. The others, 
under 20 percent, all apply to photographic paper and film.) 
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Do we have reciprocity? 


Mr. Lewis feels that while we talk of trade as a two-way street, the evidence 
indicates that it is a one-way street. ‘The record shows,” he said, “that imports 
of still cameras (and parts and lenses) into the United States amount to 29 
times the exports to those same counties.” This statement is technically correct 
but actually misleading. By “those same countries” he means the eight nations 
which sell cameras to the United States. He fails to mention that our total 
exports of still cameras, parts, and lenses to all countries are greater than our 
imports from all countries. (In the first 9 months of 1954 the figures were $9 
million in imports compared with more than $11 million in exports in still 
cameras, parts, and lenses, according to United States Department of Commerce 
figures.) I think that this is a two-way street. 

In the 1954 annual report of this company Mr. Lewis told stockholders that 
“Export of Argus cameras and projectors to civilian markets has been virtually 
impossible because of a dollar shortage and import restrictions in foreign 
countries.” I can think of no better argument than this for the gradual and 
reciprocal reduction of tariffs and import restrictions. 

Mr. Lewis, however, in an article in the August 15, 1954, issue of Forbes maga- 
zine seemed to feel that his company is successfully meeting foreign competition 
in the United States. The article reads: “Lewis, however, believes Argus is 
winning the battle against them (Japanese and German cameramakers with labor 
rates of 30 and 50 cents an hour), and in proof points to Argus commercial sales 
in calendar year 1953 of $16.5 million, 60 percent greater than the total imports 
of still cameras.” 


Is the still-camera industry really leaving the United States? 


Mr. Lewis submitted an exhibit to the committee—a German camera offered 
for sale at $29.95, the price including a leather case and a flash gun. He said that 
“the only still camera of American make that has a 2.8 lens is the Argus C4, 
which retails at $84.50 without any case or flash gun.” He made no further 
comment. 

Are we to conclude that American tariffs should be increased to a point where 
Argus can successfully compete pricewise against such “unfair” competition? 
Or are we to believe that the Argus C—4 will be forced from the market and 
Argus employees put out of work? 

A trip to the retail counters of photographic dealers will supply the answer. 
It will show that the Argus C4, for many good and valid reasons, is an extremely 
popular camera. 

Moreover, Argus, as a company, is doing very well financially, as its 1954 
annual report reveals. Despite the importation of 113 different styles and 
brands of German cameras and 101 different Japanese cameras, Argus sales 
have increased from $5,333,788 in 1950 to $8,877,707 in 1951, to $13,607,568 in 
1952 and $19,447,541 in 1953. In 1954 they reached an alltime peak of $22,409,132. 

Earnings before taxes for these same years increased from $778,054 to $1,600,- 
957 to $2,070,122 to $3,121,479, reaching $3,131,179 in 1954. 

The number of employees rose from 675 to 827 to 1,044 to 1,033 to 1,111 in 1954. 

Referring to the future Mr. Lewis had this to say: “We are confident * * * 
of our ability to maintain a competitive position in a growing industry and to 
grow with the industry by aggressive selling and merchandising.” 

Looking at the entire photographic industry, the Department of Commerce 
reports that sales increased 473 percent from 1939 to 1953, a rate well in excess 
of all United States industry. 

I cannot believe that this record bespeaks a retreat abroad of the photographic 
industry. 

Assuming H. R. 1 is enacted, 15 percent tariffs would be reduced to 1414 percent 
by 1956, to 13% percent by 1957, and finally to 12% percent by 1958. Is it 
reasonable to assume that the American photographic industry hangs so pre- 
cariously on its wall of protection that its sales would topple and its employment 
be jeopardized by such moderate and gradual tariff restrictions? 

With or without tariff reductions I predict with confidence the continued 
growth of the American photographic industry by any standards of measure- 
ment that can be devised—sales, earnings, or total employment. I believe that 
competition, both domestic and foreign, will keep the industry vigorous, will 
stimulate it to bring forth new products, lower its costs, and maintain it in 
a state of readiness in the event that it is needed in an all-out national-defense 
program. 
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I earnestly recommend that the members of this committee do not confine 
their study of this question to statements and evidence submitted by certain 
manufacturers and their trade associations. I recommend that they study the 
annual reports of these companies to get the complete picture and to restore 
their confidence in the true, underlying strength of our American economy. 

(Thereupon, at 12:25 p. m., the committee was recessed, to recon- 
vene at 2 p. m., same day.) 


AFTERNOON SESSION 


The CuatrMan. The committee will please be in order. 

The Chair is advised that Mr. John J. Collins, who is listed as a 
witness, has to catch a plane. Is there objection to his appearing 
at this time? 

The Chair hears none. 

Come forward, please, sir, and give your name, address, and the 
sapacity in which you appear. 


STATEMENT OF JOHN J. COLLINS, IN BEHALF OF THE 
INDEPENDENT TANK ASSOCIATIONS 


Mr. Cottins. My name is John Collins. Iam the adviser to several 
independent tanker unions in the oil industry on oceangoing ships. 

Mr. Chairman, honorable members of the Ways and Means Com- 
mittee, I am appearing here today on behalf of several independent 
tanker unions, all of which are the certified collective-bargaining 
agents for their respective groups of both licensed and unlicensed 
personnel on American-flag tankers owned and operated by several of 
the major oil companies, such as Esso Shipping, Socony Vacuum, the 
Texas Co., Tidewater Associated Oil Co., Cities Service Oil Co., and 
American Trading & Production Corp. 

My purpose here today is to try to establish clearly and unmistak- 
ably that— 

The American merchant marine in general has declined sharply 
from its postwar peak. 

That this has been particuiarly noticeable as far as tankers are 
concer ned, partly perhaps because these are unsubsidized vessels. 

That during this same period importation of oil has shown a 
shi arp increase. 

That each year since 1946 the percentage of such petroleum 
bi into the United States from foreign sources in American-flag 

tankers has declined steadily. 

That it is a universally accepted fact that without an adequate 
tanker fleet this Nation could not have done as much as it did in the 
— of World War II. : 

That in any future global contest the lack of an adequate tanker 
et will spell defeat 

That unless rabies is done, and done speedily, the American- 
fl: noe unker fleet will not be adequate, either in ships or in trained per- 
sonnel, to be part of that “fourth arm of defense.” 

We trust that this testimony will help to provide information that 
will show unmistakably that a healthy American-flag tanker fleet is 
not only a domestic benefit to all who participate in the activities of 
such an American-flag tanker fleet, namely, those who build the ships, 
those who repair them, those who man them, those who store them, 
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those who insure them, et cetera, but that it is also a primary pre- 
requisite in planning for security since the problems of logistics in 
global warfare are predicated on adequate ocean-transportation 
facilities. 

We bring this matter to you, because we know that you are concerned 
with the problems of America; we know that as our fellow Americans 
and as our representatives in this great Nation you will do your utmost 
to listen patiently, examine thoroughly, and act courageously on sug- 
gestions that may be made to keep America safe and provide our 
Armed Forces with an adequate fourth arm of defense. 

We do believe that in so doing there can be no criticism of your 
action except by those who knowingly subordinate the interests of this 
our beloved country to some other interest. 

Although our statement primarily is concerned with tankers, it 
must be pointed out at this time that the entire American merchant 
marine has declined sharply since 1946 and the end of this decline is 
not yet in sight. Only as recently as last Thursday it was reported in 
the Journal of Commerce that Maritime Administration officials told 
members of the House Merchant Marine Committee that this country 
does not have either the cargo ships or shipbuilding facilities to meet 
mobilization needs. These men certainly ought to know the situation. 
But what of the tanker picture ? 

In the last few years we have become alarmed at what has happened 
to that part of the American-flag tanker fleet that had been transport- 
ing petroleum from foreign areas to the United States. 

In 1948, according to statistics issued by the Bureau of Census of 
the Department of Commerce, 76 percent of all crude oil and petroleum 
products imported to the United States by tankers was carried in 
American-flag tankers; in 1949 the figure dropped to 71 percent; in 
1950 it went to 55 percent; in 1951 it was 50 percent; in 1952 it dropped 
sharply again to 40 percent; in 1953 it continued its downward move- 
ment, sinking to 35.5 percent. 

Based on figures for the first 8 months of 1954 the percentage will 
fall further to approximately 30 percent. 

In other words, in 7 years the percentage of oil imports carried 
by American-flag tankers has dropped from 76 to 30 percent—and this 
during a period ‘when there has been a steady rise in oil imports. In 
short, at a time when it would have been possible to enlarge the 
American-flag tanker fleet due to a tremendous amount of oil being 
imported to this country, our American-flag fleet has declined. 

Some figures on the increases in amounts of oil imported to the 
United States since 1946 will further highlight the great discrepancy 
that has developed in the transport of that oil as between American- 
flag and foreign-flag tankers. Total imports of petroleum and 
petroleum products to the United States from 1946 to 1955 were as 
follows: 


Barrels daily Barrels daily 


Wei ates sipvinideaed — 377,000 { 844, 000 
437, 000 : 958,000 
513, 000 | 19: 1, 050, 000 
645, 000 __ 1,065, 000 
850, 000 195 5 (estimated amount)___ 1, 200, 000 


That this 1955 figure may be even higher is indicated by the new 


high reported for the week ended January y 28 of 1,545,200 barrels 
daily. 
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We are in no position to say whether or not the amounts of oi\ 
imported are necessary to our economy and to our security, but we 
most certainly are in a position to say that if the trend toward import- 
ing this oil in foreign-flag vessels continues, it will do serious eco- 
nomic damage to our American merchant marine as far as tankers 
are concerned, and will place this Nation in a most vulnerable position 
from the standpoint of its security. 

If we are going to be a partial “have-not nation” as far as available 
petroleum is concerned, it is imperative that we carry a goodly portion 
of that petroleum in American-flag vessels. 

It is reported that Admiral Nimitz, at the beginning of World War 
II, said that victory was a matter of “beans, bullets, and oil.” Before 
the war ended he changed this statement around a bit to read, “Now 
it’s oil, bullets, and beans.” 

In World War II the United States supplied an estimated 69 percent 
of the petroleum demands of ourselves and our allies. To keep a 
single armored division fighting for 1 day required 60,000 gallons 
of gasoline. The contribution in cargoes lifted made by our hastily 
built World War IT fleet of freighters and tankers staggers the imag- 
ination even of Americans accustomed as we are to astronomical 
figures : 44 million tons in 1942; 62 million tons in 1943; 78 million tons 
in 1944; and 83 million tons in 1945. 

To express it another way, 8,500 tons of cargo—almost a shipload— 
were delivered every hour of every day and night during the last year 
of the war. Petroleum and its products accounted for 35,109,145 tons, 
or 99 percent of the total of bulk liquid shipments. 

Of course, to accomplish this job there were casualties, very serious 
casualties. Most of these occurred during the first year and a half 
of our participation in the war. Final figures put the number of 
American merchant ships of over 1,000 gross tons sunk in World War 
II at 733, or more than half of our prewar merchant marine. The 
number of seamen and officers, either dead or missing, was 5,638. 
An additional 581 were made prisoners of war. A high price for 
civilian sailors to pay, but there was no alternative. 

And so, gentlemen, we could continue to mount statistics to estab- 
lish how vital it is to our national security that we have an American- 
flag fleet in being prior to any hostilities. To expect that we may 
have the time to build a fleet that was our good fortune in World War 
I and World War IT is wishful thinking. We can have an adequate 
American-flag fleet in being, and accomplish this without any cost to 
the taxpayers through subsidies, simply by requiring that a fair 
portion of the petroleum that is brought to the United States for con- 
sumption by Americans be carried in ships of American-flag registry 
and manned by Americans. A fair portion, we believe, should be 75 
percent. 

Such a requirement may seem to some to be an oversimplification of 
the problem of maintaining an adequate American-flag tanker fleet. 
However, while the solution seems simple, and we believe it is simple, 
the difficulty perhaps will lie in convincing some that while such legis- 
Jation will be discriminatory, it will be discriminatory in the very best 
sense of that term, namely in choosing to protect the interests of Ameri- 
cans both now and later by providing the means for maintaining a 
fleet. 
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Since we have raised this question of discrimination it might be 
well to look at it more closely and determine whether or not legislation 
of this sort can be defended from an international point of view. We 
believe it can. 

First, because the broad public policy of any government should be, 
and is, to protect the pee interests of its own citizens. On oc- 

casions this is accomplished b complete free trade. On other oc- 
casions it is accomplished in the form of subsidies to one’s own na- 
tionals. On still other occasions, a type of legislation such as is here 
suggested, namely a requirement that American-flag ships be used to 
carry cargoes destined for the United States is the most suitable. It 
also, we believe, has the added virtue of being less costly to the tax- 
payer than subsidies. Finally, it is the best guaranty that there will be 
available, both in peace and in war, an adequate American-flag tanker 
fleet. 

Some, it is true, will talk about the desirability of free trade and 
the harm that will be done by legislation of this sort because it will 
result in retaliation by other maritime nations. This, however, we con- 
tend is not a valid argument because other nations today are discrimi- 
nating in all manner of ways in favor of their own citizens. Evidence 
of such discrimination was complied by the Chief of the Foreign Eco- 
nomics Branch of the Maritime Administration and submitted to the 
Committee on Merchant Marine and Fisheries during the 81st 
Congress. 

The ways and mean whereby foreign governments have aided their 
citizens in the establishment of a merchant marine were truly astouad- 
ing. Not an angle was overlooked, from currency manipulation to 
discriminating quarantine and berthing regulations and practices. 

Navigation acts and other forms of assistance to one’s own citizens 
engaged in merchant shipping is a very old custom. It dates at least 
from the Phoenicians. It was practiced with great skill in earlier 
centuries by such nations as Spain, Portugal, France, and particularly 
England. It is being practiced today by almost every nation under the 
sun. Those of us who in principle subscribe to the conc ept of free 
enterprise normally are not in favor of anything, be it private mo- 
nopoly or governmental restriction or any other type of interference 
with the free flow of commerce, that will do violence to the principle 
of free enterprise. 

However, all of us live in a very real world; and all of us have seen, 
both on the domestic front and on the international front, that it has 
become increasingly a part of public policy for governments to concern 
themselves with the w elfare of their own citizens. Such interest 
exists all the way from minimum-wage legislation to social security. 
I certainly am not here today to argue the merits or demerits of such 
policies. I merely call attention to them. 

By so doing it will be abundantly clear that what these independent 
tanker associations are asking Congress to do is in the public interest as 
a peacetime measure since it will help those who gain their livelihood 
from the American merchant marine and, as a measure of national se- 
curity, it will have the broadest possible benefits to all Americans. 
Yes, : ‘and benefits to our allies as well 

We have bargained over the years with the very largest, the medium, 
and the very small oil companies. The results of our bargaining 
generally have been good, we believe—good for the seamen, good for 
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the companies, and good for the country. We have pioneered in 
programs that go far beyond the guaranteed annual wage. Agree- 
ments between these independent unions and the oil companies have 
brought about stability of employment in an industry marked by a 
flotsam- jetsam condition as far as employment is concerned. 

The record of service, for example, of the officers and men on the 

tankers of these oil companies during World War II as far as actual 
time put in on vessels during a calendar year far surpassed that 
maintained by those employed theough the Recruitment and Manning 
Organization of the War Shipping Administration. This agency 
considered their record good and pointed with pride to the fact that 
the average seaman hired by them during wartime was spending 
7 months out of the year aboard a vessel. The officers and men on 
ships represented by these independent tanker associations were aver- 
aging 11 months out of 12 aboard ship. 

This reservoir of qualified, competent, and loyal personnel has been 
built up painstakingly over many years. Many fringe benefits have 
been negotiated by these associations and the oil companies expressly 
to build up stability of employment, and it hasn’t ade ays been easy 
to obtain all these benefits, even though we were dealing with com- 
panies which generally were fair and which maintained enlightened 
labor policies. 

But, gentlemen, when it comes to competition with foreign-flag ves- 
sels we are beaten. How can we expect the average oil company 
which is in business for 1 reason, and 1 reason only—namely, to make 
a profit, to bring oil to the United States in American-flag tankers— 
when that oil can be brought to the United States in foreign-flag tank- 
ers by the same company at approximately one-third the cost in wages? 

While it is true the extra benefits which we have achieved in bar- 
gaining for our people do represent an added cost. to these oil com- 
panies, we feel they receive benefits, too, in qualified, loyal, and stable 
personnel. 

But how can we bargain with a particular company, or even a group 
of companies, and ask them to use American- flag ships to transport 
oil to the United States when their competitors ‘would not be under 
the same requirement? This is not something, therefore, that any 
individual union, or group of unions, can negotiate; rather, it is a 
matter which is and must be the concern of the entire Nation, and 
as the representatives of this Nation we come to you to present our 
case, 

This Nation cannot long last in today’s troubled world without 
adequate defenses. It has been said over and over again that the 
merchant marine is the “fourth arm of our national defense.” But 
it requires more than a statement to bring this fourth arm into being 
and keep it in being. 

Some 65 years ago Admiral Mahan, one of our greatest philosophers 
of history, “discussing the influence of seapower upon history, stated 
in substance that history has proved that a strong navy cannot be had 
without a strong merchant marine, and that where a purely military 
seapower was built up by a despot, as was done in the case of Louis 
XIV in France, experience showed that his navy was like a growth 
which, having no roots, soon withers away. 

Surely, if this pronouncement was considered significant 65 years 
ago—long before oil became the potent force in military conflict that 
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all agree it is—how much more true is his conclusion today. Yet, 
today, no one believes that this Nation has an adequate merchant 
marine, particularly as far as American-flag tankers are concerned. 
If there is any doubt about this, statistics are a cold reminder of this 
bitter truth. 

On December 31, 1951, American-flag tankers, privately owned, 
including those on order or under construction, were divided as 
follows: 77 percent were war-built; 11 percent were prewar; 12 per- 
cent were postwar. 

Foreign-flag tonnage on the other hand was: 20 percent were war- 
built; 21 percent were prewar; 59 percent were postwar. 

That was on December 31, 1951. 

From figures prepared by the Maritime Administration as of June 
30, 1954, we note that there were 465 tankers being built or on order. 
Only 9 of these—9, gentlemen—were being built for the United States 
to be operated under the flag of the United States. Certainly that 
does not point to any leveling off of this downward movement of 
American-flag tankers. 

As against the 9 that are being built or on order for the United 
States, there are 41 being built to be registered under the flag of 
Liberia. Most people don’t even know where Liberia is and are quite 
amazed to learn that it has today a merchant marine of some 124 
tankers in addition to the 41 that are being constructed or are on order. 
Surely, Liberia is no maritime nation. 

The same story holds true for Panama. There are 27 tankers under 
construction or on order as of June 30, 1954, to be registered under 
the flag of Panama. These will be added to the already substantial 
fleet of 227 tankers under that flag as of June 30, 1954. Surely, 
Panama is no maritime nation. Even Switzerland, high in the Alps, 
has two oceangoing tankers. 

Now, gentlemen, we are told that these—Panama, Liberia, Hon- 
duras, and the like—are “flags of convenience”; that these are friendly 
nations; that American citizens own these ships; and that they will be 
available to us in case of an emergency. 

Knowing, as we do, something of the success of Communist groups 
in infiltrating into various nations, and knowing also the difficulties 
certain national unions in this country have had in ridding themselves 
of Communist leadership, can we be sure that these vessels under 
these so-called friendly flags manned as they are with all manner of 
people whose national sympathies certainly are not American, will be 
available to the United States in case of war? We must remember 
that these are ships and they can be sailed wherever the master and 
crew determine in wartime, or when war isimminent. The Norwegian 
tanker fleet in World War II escaped from the Germans, by the daring 
and courage of the officers and crews of their ships, after their nation 
had been invaded by Hitler. 

But these Panamanian-, Liberian-, and Honduran-flag ships are not 
manned by Americans, so the stimulus that motivated the Norwegians 
does not exist. 

An operator of many of these tankers is a man whose name has 
frequently been in the newspapers. His name is Stavros S. Niarchos; 
related to another Greek shipowner, Aristotle Onassis, he controls 
the world’s third largest merchant fleet. This is stated in an article 
which appeared in Fortune magazine in October 1953. 
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When we are talking about friendly flags, the availability of these 
tankers to’ America, loyalty, and all of those other words that sound 
so fine, it may be well to reflect for a moment on the philosophy of 
Stavros Niarchos, whose amazing career in shipping was recounted 
in Fortune magazine. Says Niarchos: 

As a Greek I belong to the West. As a shipowner I belong to capitalism. 
Business objectives dictate the details of my operations. My favorite country 
is the one which grants maximum immunity from taxes, trade restrictions, and 
unreasonable regulations. It is under that country’s flag that I prefer to con- 
centrate my profitable activities. I call this business sense. 

With a philosophy like this, can anyone guarantee that he will turn 
his ships over to the United States in case of war? 

Yet these are the realities with which we are faced. To turn away 
is like whistling in the dark. 

Gentlemen, time is running out. The so-called cold war is not 
always cold. Sometimes it is hot, and sometimes it is lukewarm. 
We can never be certain. We cannot afford, therefore, not to have 
an American-flag tanker fleet of substantial size. We cannot afford to 
wait to train officers and men for this fleet. We cannot continue to 
discourage those who now are qualified by taking their very job and 
livelihood from them through the reductions in the size of the Ameri- 
can tanker fleet, reductions which have gone on week in and week out 
for the past few years. 

This flight from the flag which has disturbed all of us is an under- 
standable though tragic happening. Its reason as all of us know 
is economic. But man is not just an economic being; he is a political 
and social being. And governments were established by men as polit- 
ical instruments to serve them in their political and social, as well 
as their economic, needs. 

Here, then, is a classic opportunity wherein wise lawmakers, putting 
first things first, will recognize that the safety of our fellow citizens— 
a matter of paramount importance—is endangered by an inadequate 
American-flag tanker fleet. And although time is running out, action 
now can do much to repair the damage already done. 

In summary, we should like to quote from a very recent study en- 
titled “Maritime Subsidy Policy,” prepared by the Office of the Under 
Secretary of Commerce for Transportation and the Maritime Admin- 
istration. This study is dated April 1954. 

In discussing tankers and tanker cargoes they say : 

For a long-range future the President’s Materials Policy Committee, in June 
1952, projecting petroleum requirements to 1975, estimated that the level of 
United Sattes consumption will be 110 percent above 1950. It can be assumed 
that the postwar growth in tanker imports will continue, and a substantial 
portion of this movement should be carried on United States-flag tankers to 
assure the availability of such imports during periods of emergency. 

We think we have proved conclusively that a substantial portion 
of this movement is not being carried in United States-flag tankers 
and the situation is getting worse every month. 

Gentlemen, we wish to be on record here with your committee, to 
have it in public print, that because of our years of experience in 
this industry, because of our knowledge of what occurred in World 
War II, and because nothing short of congressional action will stop 
this flight from the flag, we believe this is one of the most serious 
problems that confronts this Nation today; namely, lack of an ade- 
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quate available American-flag tanker fleet that can quickly and safely 
move millions of tons of liquid cargo all over the world should the 
cold war suddenly become hot. 

We are not asking for a large idle reserve fleet. We are not asking 
for subsidies. We merely ask that a fair share of the petroleum 
that is being imported to the United States for consumption by 
Americans be carried in American-flag vessels; not just to provide 
jobs for these qualified seamen but to be sure that we have an Ameri- 
can-flag tanker fleet of substantial size in being. 

Without legislation such as we have suggested in this testimony, 
we feel certain that this Nation is taking a risk that is neither neces- 
sary nor fair to the average American who is under the impression 
that our Nation is adequately protected by the existence of a strong 
Army, a strong Navy, a well-trained Air Force, and a stockpile of 
atomic weapons. 

In conclusion, the whole world today travels on oil. That oil can- 
not be transported from continent to continent by pipelines or by 
any other means except by tankers. We must be sure that here in 
America we are maintaining a fair proportion of the world tanker 
fleet. 

We are certain that you, our fellow Americans, will see to it that 
such an American-flag tanker fleet is made possible. 

Thank you very much. 

The Cuarrman. Does that complete your statement, Mr. Collins? 

Mr. Couurns. Yes, sir. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. Are there any questions? 

Mr. Reed of New York will inquire. 

Mr. Reep. Where were the tankers for which you are speaking built ? 
Were they built in this country ? 

Mr. Coturns. They were built in this country. 

Mr. Reep. Thank you very much. 

The Cuarrman. We thank you, sir. 

The next witness is Mr. Max Zucker. Will you come forward, please, 
sir? Will you please give your name, address, and the capacity in 
which you appear for the record ? 


STATEMENT OF MAX ZUCKER, ATTORNEY AT LAW, REPRESENTING 
FUR DRESSERS’ GUILD, INC., AND RABBIT DRESSERS INSTITUTE, 
INC. 


Mr. Zucker. My name is Max Zucker. My address is 401 Broad- 
way, New York City. I am an attorney and represent the Fur 
Dressers’ Guild, and the Rabbit Dressers Institute, both trade associa- 
tions in New York City. 

This memorandum is submitted in behalf of the members of the 
fur-dressing industry. We propose the maintenance of the existing 
tariff rates on dressed furs, fur articles, and manufactured fur articles 
imported into the United States. We are opposed to any downward 
revision of such tariff rates as being detrimental to the welfare and 
future of the entire fur industry and to labor employed therein. 

The commodities in which we are interested consist of dressed and 
dressed or dyed furs and fur skins, pieces, clippings, cuttings, plates, 
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mats, linings, strips, collars, cuffs, trimmings, manufactures, and so 
forth. 

We are vitally interested in the foregoing since we represent about 
90 percent of the total annual dollar volume of furs processed by the 
entire fur-dressing industry in the United States. 

The names and addresses of the trade associations for whom this 
statement is submitted are: Fur Dressers’ Guild, Inc., 101 West 31st 
Street, New York, N. Y.; Rabbit Dressers Institute, Inc., 209 West 
26th Street, New York, N. Y. 

At least 90 percent ‘of the total fur- processing operations in the 
United States is performed in processing plants within the metropoli- 
tan area of the city of New York. This is strictly a service industry 
involving in the main the use of highly skilled craftsmanship at high 
labor costs. The processing firms do not have any ownership interest 
in the skins processed. They receive a fixed ri ite per skin for their 
service which is paid by the owners of the skins, who are either the fur 
dealers and/or fur manufacturers. The direct labor cost in processing 
these skins ranges from 63 to 68 percent of the actual service charges. 

The impor tance of the processing branch to the entire fur industry 
rests upon the fact that no fur skins can be utilized in the raw state. 
All fur skins require the fur-dressing operation in order to make them 
adaptable for consumer use. 

Fur dressing, in many respects, is comparable to the tanning of 
leather, except ‘that in the dressing process it is essential that the hair 
be preserved. In the dressing it is required that there be great plia- 
bility of the leather side to facilitate handling in manufacture. Of 
necessity the fur-dressing operation requires a higher degree of skill 
and technical service than in the tanning process. 

In this process the fur skin is put through a series of operations in 
order to create (a) pliable yet strong and durable leather founda- 
tion, and (b) a strengthening of the outer fur hairs. The methods 
used in fur dressing involve numerous steps and considerable handling 
by the individual worker. Various formulas are used which require 
accurate application and attention by the skilled employees. There 
is very little mechanization in this industry. Almost the entire proc- 
ess consists of individual handling of each skin by the workers many 
times. 

We are aware of the policy of the administration in trying to cre- 
ate trade instead of just aid in the allied foreign countries. It is our 
belief, however, that in accomplishing this” purpose this country 
should not overlook the fact that the worker here is entitled to a pref- 
erence. We recognize the fact that in industries highly mechanized 
the question of tariffs is not a great factor in excluding foreign com- 
petitive merchandise or in the tendency to injure the domestic trade 
by importations of competitive goods. 

Industry in foreign countries cannot compete with the same indus- 
tries in this country where technological skills play a factor. How- 
ever, where the industry is not mech: anized but depends upon the skills 
of indiv idual workers and where the product has to be handled indi- 
vidually in its process, the similar industry in foreign countries has a 
great advantage over the domestic industries by reason of the cheap 
labor there. To permit importation of such merchandise into this 
country without a regard for protection of the domestic worker must, 
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of necessity, create a competition which the domestic industry cannot 
meet. The result is evident. ‘The domestic industry must yield to 
the foreign competition and be destroyed. 

I might state, getting away from the text, that I think it is a great 
fallacy to state that to create greater business and greater we: alth in 
this country we must support merchandise and leave that as a prime 
principle. I think if we overlook the fact that the greater production 
in this country is consumed in this country, we will ultimately reach 
a point where we will sapport merchandise and depreciate the earning 
power of our worker because we will have to meet the cheap labor in 
the foreign countries; and by depreciating the labor, we will depreciate 
the consumer capacity of the domestic worker, which means our people, 
and, therefore, our economy, will necessarily fall. 

I think when we stress too much the value and importance of sup- 
ports we are overlooking the greater importance of our large domestic 
production, which is the wealth of our country. 

The President of the United States, in his message on Foreign Eco- 
nomic Policy of the United States submitted to the 2d session of the 
83d Congress, Document 360, stated : 

The foregoing authority does not contemplate across-the-board tariff reduc- 
tions. The peril-point and escape-clause procedures would, of course, be pre- 
served, and the three proposed types of rate reduction would not be cumulative. 
Tariff reductions would be made selectively on specific commodities, and only 
after notice and hearings in accordance with past practice. 

It is our opinion that this same policy should be pursued particularly 
with respect to the statement that— 

* * * tariff reductions would be made selectively on specific commodities and 
only after notice and hearings. * * * 

Emphasis is laid upon that portion which would require notice, and 
it is our belief that this notice means notice to the industry involved 
and hearings after such notice is served. By this means the Congress 
would get t authentic information and the necessary statistics for an 
intelligent determination of the tariff issue involved. 

It is true that trade depends upon the capacity of the consumer to 
purchase the commodity produced. Our theory is that the domestic 
industry may not thrive on home consumption only, but requires 
export of its products. 

The total wealth of our country is the sum of the wealth of all in- 
dustries which includes the large industries and the small industries. 
As a matter of fact, the greater proportion of the industries in the 
United States are small industries. If we destroy the small industries 
we necessarily reduce our total wealth and create economic distress 
and hardship. For this reason we stress the importance of the small 
industry in this country of which the fur dressing industry is a part. 

A situation has been developing in the past ‘few years which is 
affecting the domestic dressing of beaver skins. Prior to 1952 almost 
all beaver skins used in the United States and Canada were dressed in 
the United States. Foreign countries would send their raw beaver 
skins into this country for dressing and after they were dressed in 
our dressing plants, they were returned to the foreign countries. This 
was a very lucrative business. 

In view of the reduction of the tariff rates under the existing Recip- 
rocal Trade Agreement, a situation has developed where the larger 
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beaver skins of “mats” are dressed locally and the small beaver skins, 
which once were the most profitable portion of the beaver dressing 
industry, are now being sent out in raw condition to the Canadian 
dressing industry for dressing purposes and then returned to the 
owners in this country in a dressed condition. Not only has the dress- 
ing industry lost this business but the worker has lost a substantial 
amount of earnings which made up his weekly take-home pay. Up to 
the present time the figures from the Department of Commerce were 
not available to substantiate this statement. Such figures, however, 
should be available from the Department on request by this committee. 

To support our claim as made in this memorandum, we submit 
statistics contained in the exhibits attached hereto. 

It is submitted that the existing tariff rates on dressed furs are 
vital for the continued success of our domestic fur industry. In some 
instances it would be to the advantage of the industry, which includes 
management and labor, that certain tariff rates be increased to safe- 
guard. the dressing of the particular skins involved. 

The CuarrMan. Does that complete your statement ? 

Mr. Zucxer. That completes my statement. 

The CuHairman. We thank you for your appearance and the in- 
formation given the committee. 

Are there any questions? 

Do you wish to include the exhibits attached to your statement? 

Mr. Zucker. Yes. 

The CuHatrmMan. Without objection they may be included in the 
record. 

(Exhibits referred to are as follows :) 


Exuisit A.—Comparative average hourly earnings for all workers in industrial 
occupations in the United States and selected foreign countries 





| Hourly earn- 
Country Period covered — — 
currency) 


eee OS ic need i Sos hice eeceh es bia $1. 78 


Canada_. ‘nib 
Sweden ! : . ae ee Se Moy Tae cece 

New Zealand !___...............-.-.-- March 1953 _- 

Norway ! ae ~annavcconsesa) Se Garter, 1068... Giciiatiniacn ai nnateon 
Switzerland. ._--__- PUN EE bien cu lanbecddaskeuccues 
Argetina! | March 1953 

Belgium ; wneud ...---| 3d quarter 1952.........- 

United Kingdom... EN Be itsiiies cinited aa cdewdb aries cadena | 
France _. J DR cn oils: ox ean as on snc askew ade 
Germany i abi cdbbdseeelncsb ddd Us dondudal Qe ebded tae dadidlikusc taacceeeths 
Ktaly........ . ’ ...--| July 1953 

Ireland sine batiabetn oct ee dnb ..--.-----| June 1083 

Japan 3 | Year 1952 


1.38 


75 








1 Adult male workers only. 


Source: October 1953 Monthly Digest of Business Conditions and Probabilities, published by Stevenson 
Jordan & Harrison, Inc. 
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Exnisit B.—Comparative statement of number of dressing shops and number of 
people employed in the industry in New York City and metropolitan area, and 
the average individual worker's earnings for those years 


| Number of 


shops 


28 
17 


people em 
ployed 


Number ol | 


3, 098 
1,972 


Average 
earnings 


$4, 000 
4, 000 


Source: Information on earnings was received from statistical department of International Fur and 


Leather Workers’ Union of the United States and Canada. 


Note should be made that average earnings have not increased in proportion 
to cost of living. Based on reduced dollar, average earnings have been reduced 
per worker approximately 50 percent. 


Exursit C.—Comparative figures of dollar volume of retail business 


$495, 000, 000 
253, 000, 000 
274, 000, 000 
255, 000, 000 
230, 000, 000 


Source: Information obtained from research and statistical department of Fairchild 
Publications, New York City. 


Exuieitr D.—Comparative dressing figures in number of skins for leading fur 
items dressed in New York City metropolitan area 


| 
| 1952 
| (12 months) 


1953 


1953 
(6 months) | (12 months) 


1954 
(6 months) 


2, 702, 878 

2, 856, 553 
390, 566 |.- 
2, 471, 439 
91, 000 
204, 768 | 
308, 376 
173, 264 
60, 250 
958, 697 
57, 124 


2, 776, 475 
3, 342, 609 
sie ses ae Salon 608, 784 
2, 053, 960 4, 044, 203 
110, 091 awe 
157,014 
395, 000 
117, 289 
135, 362 
1, 281, 610 


3, 869, 193 
5, 370, 003 


4, 262, 613 
6, 505, 580 
840, 758 
4, 384, 654 
246, 340 
9-9, 643 

, 994 


309, 550 
906, 296 


Sable and marten 196, 502 


Fitch 
2, 245, 225 
53, 095 








Source: Information obtained from Fairchild Publications. 


ixHiBiT E.—Comparative figures of total imports of undressed fur skins in 
dollars and skins 


| 


Skins Value 


| 
90, 922, 000 
$1, 261, 000 
114, 901, 000 


$69, 518, 000 
74, 831, 403 
104, 903, 180 





Source: Figures obtained from U. 8. Department of Commerce. 
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Exutisir F.—Comparative schedule of tariffs in leading foreign countries and the 
United States 


: | ‘ 
Raw skins | Dressed skins 


| Percent ad 
valorem 
| 


United States ; - Leen ‘ ....| Free 
United Kingdom. i a 
France. __. ‘a ; Seeiadbuligon 2 ois eae é 
Italy a Sie 10 percent ad valorem... 
Canada ject detained 
Australia_ 


1 As to United States 744 nercent duty does not apply to— 
Rabbit, on which tariff is 124% percent: 
Dog, on which tariff is 1244 percent: 
Goat, on which tariff is 124% percent; 
Kid, on which tariff is 124 percent: 
Seal, on which tariff is 1244 percent; 
Sheep and lamb, on which tariff is 10 percent. 
Source: Figures obtained from U. S. Tariff Commission and U. 8. Department of Commerce. 
In addition to ad valorem duty most foreign countries impose an importation 
tax, such as— 
France: 
Transportation tax, 1 percent. 
Custom control tax, 0.4 percent. 
Germany: Turnover, equalization tax, 4 percent. 
Cuba: Public-works tax, 3 to 10 percent of duty. 
Australia: Primage duty, 5 to 10 percent ad valorem. 
Belgium: Transmission tax, 1.5 to 11 percent ad valorem. 
The Cuatrman. We thank you for your appearance and the infor- 
mation given the committee. 
The next witness is Hon. Will E. Neal, a former Member of Con- 
gress from West Vi irginia. Although we know you, Mr. Neal, as our 
former colleague in the House, will you follow the usual custom of 


identifying yourself for the record ? 


STATEMENT OF HON. WILL E. NEAL, FORMER MEMBER OF CONGRESS 
FROM THE STATE OF WEST VIRGINIA 


Mr. Neat. Thank you, Mr. Chairman. I am Will E. Neal, and I 
formerly represented the Fourth Congressional District of West Vir- 
ginia. 

Tariffs, quotas, currency manipulations, economic trends, and po- 
litical conditions have long served as weapons utilized by nations 
engaged in foreign trade for their immediate and long-range advan- 
tages. 

Whatever else may be said, the prime objective has been to serve 
their own national interests. 

On the strength of evidence submitted during these hearings, your 
committee will endeavor to decide whether extension of the Recipro- 
cal Trade Agreements Act of 1934 as proposed, or in some amended 
form, will help to strengthen America’s position abroad and still 
maintain a prosperous economy and a contented and happy people 
at home. 

That anything other than self-interest will motivate countermeas- 
ures on the part of nations striving to compete with us in foreign 
trade may be drawn from a brief review of the contest among the 
3+ major industrialized world trading areas during the past 30 years. 
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To begin, let us concede the remarkable industrial recovery made 
by nations in Western and Central Europe after World War I, and 
the equally rapid strides made by industrial Japan, whose phenome- 
nal rise to power as an exporter aroused both surprise and fear among 
the nations of the Western World. 

The United States, taking advantage of her opportunities during 
and immediately following World War I, established profitable trade 
relations in many parts of the world. By 1925 this trade was being 
seriously challenged. Competing industrial nations, because of their 
greater dependence on raw materials, were in better position to bid 
in foreign trade. They also enjoyed the advantage of low-paid labor, 
and then they were more willing to offer long-term credit advantages. 

Not only was America’s world trade shpping, but our scale of 
import duties was compelling our domestic markets to absorb 
foreign-made commodities, disturbing to home industry and home 
labor. 

Responding to pressure for protection, Congress, in 1930, passed 
the Smoot-Hawley Tariff Act, which, in the eyes of our competitors, 
imposed undue restraints calling for countermeasures. 

Great Britain assembled all her Commonwealth members to a con- 
ference at Ottawa. Policies adopted there were designed to con- 
centrate as far as possible interchange of commodities among and to 
the mutual advantage of member nations. Since the Commonwealth 
members, with Canada as the one exe eption, carried on their trade 
with nonmembers on a basis of sterling exchange, it is not difficult 
to appreciate the effects this trade treaty had in ‘limiting the volume 
of trade in the United States dollar exchange areas. 

Germany countered by following muc sh the same policies that 
proved so successful prior to World War I. While not neglecting the 
normally profitable trade channels, she assumed the risks of trading 
with underdeveloped countries on long-term-credit arrangements. 
For her own protection she maintained on-the-spot technicians and 
observers who were charged with the additional duty of building good 
will. 

Japan took the most radical step of all. No longer able to flood 
the American market and facing curtailed exports to the Common- 
wealth nations, she cut the value of the yen in half. In the early 
thirties the United States was still in the throes of a depression. In- 
dustry was stagnant, unemployment was rife, purchasing power was 
at its lowest ebb and exports were severely limited. 

American business, industry, and labor cried for relief. The pro- 
posed remedy was the reciproc: al trade principle. Congress respond- 
ed by passing the Reciprocal Trade Agreements Act in 1934. 

While the principle is sound, and its adoption was timely, its con- 
tribution to the industrial recovery of the United States would be 
hard to estimate in proportion to the stimulus it received as a result 
of our participation in the buildup leading to World War II. 

The Reciprocal Trade Agreements Act became effective when 
American import duties set by the Smoot-Hawley Act assured our 
State Department a good bit of latitude in making concessions when 
bartering for strategic commodities. Consistent use of this privilege 
over these 20 years has whittled our import duties down to the lowest 
in our history; in fact, the lowest of all the highly industrialized 
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nations. Yet, H. R. 1 would eventually open our markets to the worla 
with only such compensating provisions as our State Department 
might elect to adopt. 

An ideal tariff and foreign trade policy should be balanced be- 
tween international “big” business on the one side and domestic small 
business on the other. 

Subsidies have practically absorbed the differential between the 
delivered cost of our exports to foreign countries under lend-lease, 
gifts, and other economic aid devices; and the trivial amount this 
Nation was tendered as payment. Now that free trade, not aid, is the 
adopted slogan, small business faces extermination because their la- 
bor wage standards will no longer permit them to meet competitive 
prices if low cost, free trade foreign imports. 

It should not be overlooked that big business has in the past 
enjoyed the lion’s share of Government subsidy. Little business, 
on the other hand, judging from abundant evidence submitted to this 
committee, has and still is suffering damaging competition from com- 
petitive imports. 

The dangers to our economy of further reducing our tariffs have 
been repeatedly pointed out to your committee. Now the problem of 
where to draw the line between the groups of industry that would be 
benefited and those that would be penalized by eens the Recip- 
rocal Trade Agreements Act in its present form or, preferably, how 


to extend the act so revised as to permit the State Department ade- 
quate authority to deal with the larger problems of trade diplomacy 
and yet not endanger that important segment of our national economy 
that has little or no direct connection with international or big busi- 


ness becomes acute. 

National prosperity hinges on a wide distribution of purchasing 
power and a ready availability of consumer commodities. Eliminate 
widely distributed small industrial units, which tend to maintain this 
distribution of purchasing power, and we must resort to the unreal 
and un-American devices of Government-created welfare agencies 
as the eventual alternative. 

Concentration of industry in and around metropolitan areas, sub- 
jecting wage earners to high living costs, housing difficulties, and ex- 
cessive taxation is tending to create economic and social problems, the 
relief of which too often places a heavy financial burden on Govern- 
ment agencies at all levels. A wider distribution of the less highly 
developed, streamlined production units, especially those producing 
consumer goods, is preferable. 

Many American industrial cities are outgrowing themselves. The 
Nation as a whole would be greatly benefited if more new industries 
and the thousands of existing widely dispersed plants, engaged for 
the most part in producing consumer goods for local consumption, 
were systmatically encouraged by the assurance that import duties on 
competing products would be held at levels comparable with labor 
costs of production. 

The benefits of such a policy would result in a wider disposition of 
the Nation’s population, encourage more people to become homeown- 
ers, build more and better community centers, and contribute to a more 
stable, less fluctuating basis for tax income. 

Unemployment in West Virginia has become a serious problem. It 
is one of the few States losing population. Coal mining, oil and gas 
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operations, and timber reserves can no longer be depended upon to 
engage our labor supply. The State’s topography does not lend itself 
to extensive agriculture pursuits. 

The answer to such a state of affairs is diversified small industry 
near sources of abundant fuel and a dependable labor supply. 

As these hearings have clearly shown, the only hope of success for 
such enterprise hinges on a national tariff program that will provide 
adequate protection. 

A reciprocal trade act should be passed. The State Department 
must continue to possess broad powers to negotiate international 
agreements in the interests of national defense and world diplomacy, 
but it should provide for a re-created Tariff Commission sufficiently 
staffed and legally compelled to promptly review any industry’s ap- 
peal for relief from damages clearly shown to be the result of compe- 
tition from import duties which fail to recognize the labor differential. 

Except in America, nationalism was never more vocal than it is 
today. A little more consideration for the general welfare of all 
Americans need not necessarily make us isolationists. 

The Carman. We thank you for your appearance and the in- 
formation you have given the committee. 

Mr. New. Thank you, Mr. Chairman. 

The Cuatrman. The next witness appearing on the calendar is Mr. 
Sidney S. Korzenik. Will you please give your name, address, and 
the capacity in which you appear for the record ? 


STATEMENT OF SIDNEY S. KORZENIK, EXECUTIVE DIRECTOR AND 
COUNSEL, NATIONAL KNITTED OUTERWEAR ASSOCIATION 


Mr. Korzentrkx. Sidney S. Korzenik, I appear here as the executive 
director and counsel of the National Knitted Outerwear Association, 
386 Fourth Avenue, New York City. 

That association represents the producers of sweaters and other 
knitted outer apparel of cotton, wool, and other fibers. 

My purpose is to express to you, Mr. Chairman and the honorable 
members of the House Ways and Means Committee, the concern 
felt by an industry of more than a thousand employers and nearly 
40,000 employees in all parts of the country over the reciprocal 
trade agreements program as it has been administered and affected 
them up to now, and the economic hazards that these men and women 
will face under it in the immediate future. 

I should make it clear at the outset that I do not propose at this 
time to take a position critical of the theory or the policy behind the 
reciprocal trade program and the increase in international trade or 
economic assistance for our allies which it aims to provide. We recog- 
nize that the economic philosophy is the settled foundation of the 
present administration’s policy as it was of the previous Democratic 
administration, altogether for a period of two decades. 

It is my intention, however, to point out the fact that the wide 
latitude of administrative discretion granted in the past and continued 
under the presently proposed amendment, the absence of sufficiently 
specific standards which the delegated authority should observe, the 
lack of an adequate check or review by some tribunal competent to 
modify and yet independent of the Executive to whom the power is 
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delegated—in a word, the absence of the traditional safeguards against 
arbitrary or unwarranted administrative action is a flaw that can no 
longer be overlooked. 

The fact that the reciprocal trade agreements policy has, up to 
now, operated during a period when our national economy witnessed 
an unparalleled expansion and when our manufacturing competitors 
aboard have been unable to compete in our market as vigorously as 
they otherwise might have done, as they are now beginning to do, and 
as they will continue to do more keenly hereafter, has tended to make 
that flaw more economically tolerable up to now than it is likely to be 
in the future. 

Permit me to offer the situation of the knitted outerwear industry 
of the country as a concrete example for demonstrating the point. 
The major category of knitted outerwear imported into the United 
States from abroad is that consisting of wool, knitted or crocheted, 
and valued over $5 per pound. Originally, Congress established an 
ad valorem rate of 50 cents under the act of 1930, in addition to a 
specific duty of 50 cents. Under the reciprocal trade agreements pro- 
gram, that duty has already been cut twice and is now at a lower 
point than was permitted within the farthest reach of administrative 
power when the first Reciprocal Trade Agreements Act was passed. 
For the ad valorem duty has been cut by more than 50 percent of the 
original rate and is now down to 20 percent. 

In consequence of these reductions, the total unit volume of imports 
of wool knotted outerwear valued at over $5 per pound has, since 
1947, increased by 487 percent, nearly fivefold, and the increase has 
been consistent: Every year’s total was in excess of the previous year’s. 
Measured by dollar value, these imports have grown nearly sixfold. 
In contrast, the industry’s unit production has reflected no such good 
fortune. The annual production of sweaters fluctuated up and down 
and has never since 1946 been as great as it was in that year. 

Moreover, while our foreign competitors may, through their govern- 
mental representatives, still be pressing for further tariff reductions, 
it is worth considering that Great Britain, a sweater-exporting nation 
and the chief foreign rival in the American market, a nation which 
‘an hardly be said to require a tariff on wool sweaters at all, imposes 
an ad valorem duty of 20 percent. 

Australia, member of the British Commonwealth and singularly 
favored with a native production of wool, guards itself against im- 
ports of British wool sweaters with a tariff of 60 cents for each 
sweater, plus 27% percent of the value of the sweater or 45 percent of 
the v ‘alue, whichever is higher; the French duty on wool sweaters is 

5 percent plus a 20 per cent tax; Belgium, which has a substantial 
knitted outerwear industry, protects it with a duty of 24 percent on 
wool sweaters plus a tax of 5% percent; Holland’s protective rate is 
24 percent; Italy’s 22 percent. 

All this, despite the fact that the average hourly wage in the knitted- 
outerwear industry of the United States is at least three times the 
comparable figure of Britain, whose manufacturers use no less modern 
equipment and employ no less efficient operatives; and despite that 
our wage scale is far higher than that of the other competing nations. 
Yet American tariff on wool sweaters is already at the lowest point 


of all. 
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Certainly, considering these figures, there is nothing very recip- 
rocal about the reciprocal trade agreements program. 

Another point: We suffer from the further disadvantage that we 
do not have the same access to the world wool market as our foreign 
competitors, and the specific duty on our product is not sufficient to 
be compensatory. Besides, the foreign assets control regulations have 
cut us off altogether from the world’s major source of supply for cash- 
mere hair: namely Red China. Yet, our competitors abroad suffer no 
such handicap. They can buy cashmere hair freely from Red China 
«nd our own regulations place no restriction on the — of cash- 
mere by American retailers from Red China when brought into this 
country in the form of sweaters. 

Serious as these considerations have been, we are now confronted 
with a danger that surmounts all others—imports from Japan of supe- 
rior workmanship now in cashmere sweaters featured in American 
department stores are underselling the American counterpart by $9 
per sweater. 

The situation is such that American manufacturers of knit goods 
are now making an arrangement to obtain sweaters from Japan as a 
measure of self-protection and as substitution for sweaters which oth- 
erwise would be made in their own mills. 

There is no better authority to prove where the cost advantage lies 
and how manufacturers who know most about costs are now calcu- 
lating the relative advantage. 

In the face of all this and considering that the several successive 
tariff reductions on our products have increased our imports nearly 
fivefold since 1947, while the total volume of general commercial im- 
ports of all kinds from all industries has merely doubled, one would 
think that this American industry has certainly made its contribution 
to the international trade program. And yet, contrary to every reason- 
able expectation and all the facts cited above, when the list of articles 
considered for further tariff slashes in the new treaty negotiations 
impending at Geneva were announced, the industry was shocked and 
surprised to find its products listed among the candidates for further 
tariff reductions. 

By what principle and on what considerations we were selected, 
what secret and never-to-be-disclosed factors will govern our fate at 
these Geneva conferences, on what rationale are employers and em- 
ployees to be exposed to further hazard, will never be known to us. 
It is obviously unsettling to trade and disturbing in every other re- 
spect, to be summoned periodically to appear by the most general order 
to show cause and explain why further tariff reductions should not be 
made; and finally, to be permitted no court of appeal except one re- 
viewable solely by the Executive himself, under whose authority the 
original tariff reduction is instituted. 

Without raising the question for the present as to whether the 
acknowledgedly difficult and detailed duties of tariff making should 
be restored to Congress, but confining ourselves even for present pur- 
poses to the reciprocal trade agreement policy as it has been pursued 
up to now, consideration should be given to some better check than 
presently exists upon this untrammeied authority. 

We recommend that at least a watchdog committee of Congress be 
named to inquire into the current administration of the law, particu- 
larly in the peril-point findings and the influence they exert, as they 
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are supposed to exert, on the treaty negotiators, instead of curtain- 
ing their operations behind the sacrosanct secrecy of the State Depart- 
ment; or instead of remitting injured parties to a difficult, protracted 
and often questionable relief via the escape clause and involving revo- 
cation then or modification of a provision of an international treaty 
if it is to be effective, let the Tariff Commission have the power to 
remove from tariff-treaty considerations those articles which are al- 
ready dangerously exposed to hazards of foreign competition. Let 
it so act then in advance of treatymaking or let its power at least 
be extended to those articles with respect to which substantial cuts 
have already been made. 

It would certainly be better to subtract from the trade-agreement 
authority in advance of the promulgation of a treaty than to operate 
by means of an escape-clause technique after the authority conferred 
by Congress has been exercised with injurious effects, and after the 
damage has been done. 

This, in effect, might be somewhat parallel to Congressman Daw- 
son’s bill, H. R. 3246, except that that proposal, as I understand it, 
would require Congress first to act within a limited time upon the 
Tariff Commission’s findings in order to make them effective and bind- 
ing upon the Executive; and that, in itself, may be demanding too 
much of an overburdened Congress. 

Would it not be better to have the Tariff Commission, as an agency 
of the specialists, act and subtract from that authority in advance of 
its use in the formulation of a treaty ? 

Or that, in any case, for a limited period of time after new treaty 
reductions are announced and before they take effect, some system of 
appeal to an independent tribunal be set up to review the treaty and 
its effect on a particular industry upon application by interested 
parties. 

We in the knitted-outerwear industry are firmly convinced that in 
the major category to which I have referred the peril point has been 
passed. We are willing to take our chances before a fair agency whose 
rules of procedure are announced, whose principles and standards are 
made known, to convince them, as we are convinced, of the validity of 
our position. 

Whatever constitutional justification exists for special latitude to 
be allowed the Executive in treatymaking, this law touches too deeply 
upon the economic welfare of so many industries, particularly in the 
textile field, to leave its operation altogether without any further 
safeguards. 

The CuatrmMan. Does that complete your statement ? 

We thank you for your appearance and the information given the 
committee. 

Are there any questions? 

Mr. McCarruy. Mr. Korzenik, how does your wage scale compare 
with the wage scale paid by foreign competitors in your industry ? 

Mr. Korzentx. The wage scale in the knitted-outerwear industry, 
according to the most recent figures of the Bureau of Labor Statistics, 
shows an average of approximately $1.40, as I recall it, per hour. 
The highest wage scale of any competing producer of knitted outer- 
wear abroad, I believe, is that of the United Kingdom. I am speak- 
ing from memory now, sir, but, as I recall, the average hourly wage in 
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the knit-goods industry of the United Kingdom was roughly 41 pence 
in 1953. 

May I point out that the rate of increase of our wage scale, our 
average hourly wage in the knitted-outerwear industry, was much 
more rapid than the rate of increase in the average for the United 
— ee So that in effect represented a further tariff cut since 
the last one visited upon us. 

As for the wage scales in the other countries, they are lower than 
that in the United Kingdom. So far as Japan is concerned, I can 
only cite the statement of an importer of Japanese knit goods in the 
Daily News Record, wherein he said that great improvement had 
been made in their knit-goods industry, so they are now paying 9 
cents per hour. 

Mr. McCarruy. How does your average hourly wage compare with 
the wage paid in other textile industries in this country, or the aver- 
age for the textile industry ? 

Mr. Korzenrk. Sir, I am not familiar with the general average of 
all textile industries, but it is my impression that it is above the gen- 
eral level of the knit goods industries, and I think that level is gen- 
erally above the average for the textile industries as a whole. 

Mr. McCarruy. Thank you. 

The Cuarrman. We thank you again, sir. 

The next witness is Mr. Arnold Troy. Come forward, please, sir, 
and give your name, address, and the capacity in which you appear, 
for the record. 


STATEMENT OF ARNOLD TROY, PRESIDENT, THE EASTERN METAL 
PRODUCTS CORP., TUCKAHOE, N. Y. 


Mr. Troy. Arnold Troy, president of Eastern Metal Products 
Corp. of Tuckahoe, N. Y. appear on behalf of myself and my 
company. 

The CHairMAN. You may proceed, Mr. Troy. 

Mr. Troy. Thank you. 

Mr. Chairman and members of the Ways and Means Committee, I 
wish to express in advance my thanks and appreciation for your 
graciousness in availing to me the opportunity of being heard in this 
forum. It is in connection with H. R. 1 that I address myself to you. 

By way of a brief introduction of myself and whom I represent, 
allow me to state the following, please: I am Arnold Troy, president 
and one of the original founders of the Eastern Metal Products Corp. 
of Tuckahoe, N. Y., and Fort Smith, Ark., with headquarters in New 
York City. We are a manufacturing company that started doing 
business in 1930. Among other household appliances, we manufac- 
ture steam and dry irons, cooking utensils, electric pots and pans, 
space heaters, castings and stampings as’such, and many other items 
too numerous to mention. I might also add that our operations are 
highly integrated in that they run the gamut from tool-making for 
the production through the actual production stages to the assembly 
of the finished product. 

We normally operate with about 400 to 500 men. Our present ex- 
pansion program, with our new plant going up in the Middle West, 
will call for an ultimate personnel program of 2,000. Our annual 
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sales run into the multimillion-dollar class with current payrolls well 
into the millions annually. 

We, on the one hand, are large buyers of basic raw materials in 
domestic and world markets, consuming many millions of pounds of 
various basic metals and raw materials in our products. On the other 
hand, we sell in domestic and world markets our finished products. 
This has brought us into contact with tariff problems here and abroad. 
We have experience as both exporters and importers in different fields 
of the things we use and the products we sell and we have been in com- 
petition with both. Tariffs, both domestic and foreign, have had a 
marked effect upon our modus operandi in business. We have felt its 
effect and understand, to a limited degree, the pronounced effect it 
might have upon us if not handled judiciously. 

From what we have experienced, I would be the first to admit the 
extreme complexity of the problem. The ramifications of a tariff law 
are much further-reaching than the mere raising or lowering of the 
cost of a product once it has landed on our shores. Therefore, I fully 
believe that any overall reciprocal trade law cannot be looked upon as 
a cure-all, Much and constant introspection is extremely essential as 
changing conditions warrant. However, as a broad statement we be- 
lieve in reciprocity of action by all nations insofar as a general atti- 
tude of international trade is concerned, not a one-sided arrangement. 
This means that by virtue of opening certain markets here at home 
we would enjoy certain markets abroad. But does it actually work 
that way? 

I think one thing should be made crystal clear. United States tariffs 
should be so designed as to serve the American people’s best interests. 
They should not be designed to serve any other nation’s needs or de- 
sires. The one and only test of a tariff Round be what does it do for 
Americans and not what does it do for or against other peoples. I am 
one of those who firmly believe that what is good for America can be 
and generally is good for the rest of the world. I sincerely believe that 
we prove this every day in practical ways. 

We should first aim any of our reciprocal trade arrangements at the 
target of equity—equity in doing business. The slogan “Trade, not 
aid” has been designed by foreign governments to indicate that they 
would rather do business with us than accept money on a grant-in-aid 
basis. If we, as a Nation, are fully prepared to adopt this philosophy 
and the full responsibility of the need to help, then we, as a Nation, 
should shoulder the full responsibility and not shift the burden to 
some industry, group, or community. 

A long time ago I learned that when you do charity, do charity to 
your fullest capability; when you do business, do it to your fullest 
ability, but do not mix them—for you will ultimately do neither 
charity nor business. The point I am trying to make is that tariff 
decisions should not be made in effect by the Office of Foreign Aid. 
A carte blanche bill for some such an arrangement would be economic 
national suicide. 

It is a truism that in order to sell, a nation must buy, and no one 
can gainsay that; but for one industry to suffer a decline so that 
another may increase its sales does not necessarily benefit our Nation 
as a whole. Our heavy goods industries, such as steel, have no peer 
in the world; likewise, this is true in our automotive, farm equip- 
ment, and many other fields. Free world trade for these commodities 
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in all nations would definitely show an advantage to these industries 
here at home—available dollar exchange being essential. It would 
be judicious for these people from that point of view to advocate 
complete free trade, as the dollars that migrated from our shores in 
payment of imports would return in payment for these commodities. 
In time, other industries not so fortunate under such pressure would 
decline, and we would have a completely unbalanced production econ- 
omy. Obviously, there can be no cure-all legislation. 

If we as a nation are not to be deemed schizophrenic in our approach 
to this problem, we must correlate our American standards of living 
as well as our own labor-cost factors with tariffs. These are not 
inseparable. We as a nation advocate increases in labor rates. We 
advocate more fringe benefits—pensions, insurance, and so forth— 
at industrial and governmental levels. We advocate more leisure time 
for labor—less working hours. We advocate better living conditions 
through Government aid—social security, health benefits, unemploy- 
ment insurance. Can we then, under these circumstances, fail to 
evaluate the actual total differential in labor costs as they exist here 
and abroad in arriving at tariff decisions? Quite the contrary, the 
differential in these labor costs must be a major criterion factor in 
any calculation contrived to equalize pricing here in our domestic 
markets through a tariff arrangement. Protection of domestic indus- 
try, in effect, means protection of labor and their standards of living. 
Once this most important factor has been calculated, then let compe- 
tition run somewhat free and the tariff program should reflect this. 

I believe that displaying a practical situation evidencing such a 
condition would be in order at this juncture. We, in our plant, make 
tools and dies for our own use. We use certain steel in their making. 
The blueprints are turned over to one of our toolmakers, to whom we 
pay $3 per hour. He will turn it out in a given number of hours, on 
machine tools supplied by our company in our own shops. We have 
had offers for these same tools and dies to be made in Germany from 
the identical blueprints cut into the similar steel by workmen receiv- 
ing no more than 80 cents an hour, who are equally as capable as our 
own men, and who turn out as much work per hour. The price to 
us would be about one-third less, even without the use of our own 
machine tools. Considering that tools and dies cost many, many 
thousands of dollars, this frankly represents quite a savings. Up to 
now we have decided not to destroy our own tool and die shop by 
farming out such work abroad; but if pressure should be kept up by 
our competition through its use, we ultimately would be forced to 
avail ourselves of such savings. I believe that a number of our major 
corporations are engaged in such procedures—that of buying tools 
and dies abroad—at the present time. Take this to its possible ulti- 
mate and you could, in time, destroy our own entire toolmaking group 
and all its technique, which is the very heart and lifeblood of our 
entire hard-goods industry, without which we can have no suitable 
standard of living nor the ability to pursue a proper defense course. 

I have studied conditions abroad in the manufacture of products 
similar to the ones we ourselves make. We have found conditions that 
I trust will prove of interest to your good committee. 

In the first place, I think that a comparison of labor rates should be 
mentioned. We here at our plant start our inexperienced help at $1.35 
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per hour for simple assembly work. I have seen wages paid in other 
countries for similar work at. anywhere from 15 to 65 cents per hour. 
I will admit that their. productivity did not quite equal ours, but yet 
the difference was not quite great enough to completely offset the 
higher rate. Frankly, the big difference comes into play in the tech- 
niques of manufacture, where PAGANS automation play a major 
part in the process. Our Nation’s know-how, our greater tooling 
investments, our enlarged domestic markets all have a marked effect 
on bringing our costs.down, This the foreign operator, with limited 
outlets and smaller production, cannot always overcome. However, 
we as a company have been toying with the idea, as have many other 
manuacturers, of setting up foreign-plant operations—using our ad- 
vanced techniques and know-how, coupled with low-cost foreign labor, 
to serve foreign markets. This would be fine for all nations involved, 
were this system to end there. However, the possibility would then 
exist that we, making the identical products abroad on the same 
basis—using the same techiques—that we have been making here, send 
them back into the States at much lower costs than we could make 
them for here at home. This could bea major problem for our Nation. 

The situation is even more the case where labor represents a major 
portion of the costs of a product. Know-how and techniques, of course, 
count for very little in such a situation. In this type of case, nothing 
an American manufacturer can do will overcome the foreign opera- 
tor’s cost advantage—except an adequate tariff. I can still remember, 
prior to the war, that we competed with Japan on any number of 
our products. Ironically enough, one of the items that we both made 
at the same time was a small souvenir of New York, made of anti- 
monial-lead. It was a “Statue of Liberty.” We had to stop making 
the item because of their low prices. There must be at least a million 
Statues of Liberty all over the United States today stamped “made in 
Japan” by slave labor. The amount of handwork they put into the 
product made it a very handsome piece, and well made. This is typical. 

We ourselves do not want to face the future with this type of 
competition ready to cut us down. Weare in the course of expansion. 
We want no cloud hanging over such expansion programs. 

Even in England, which is as enlightened a nation as there is in 
the world, the labor rates are far below ours. The cost of their prod- 
ucts in our field is less, Their quality is equal to ours. Once they 
captured the American mass markets and gained the volume, they 
could undersell any American manufacturer by fully one-quarter. 

Certainly there are advantages to be gained from certain low-cost 
imports. In many areas they result in a better life at lower cost for 
our people. Certain nations excel in fields by virtue of background 
of historical pattern. Fine watch movements come from Switzerland; 
magnificent china from England; beautiful lace from Spain; fine silks 
from France; many luxuries and novelties from countries all over 
the world. Under certain circumstances we should encourage foreign 
countries to produce the products.they are best qualified to make. 
These should be encouraged by low or no tariffs. No barriers should 
prevent as many Americans as possible from enjoying such beautiful 
things. We must be completely objective in our approach to the tariff 
prea We cannot discriminate for high tariffs as such or low tariffs 
as such. 





TRADE AGREEMENTS EXTENSION 2447 


In the case of copper, for instance, in spite of the fact that we are a 
great producer of this material, still, since we are net importers of this 
metal, no tariff whatsoever should exist on the metal and it does not— 
this in spite of the fact that our copper miners receive higher wages 
than their counterparts abroad. 

Take aluminum ingot as a glaring example of tariff mishandling. 
The present domistic tariff officially is 1144 cents per pound, its legal 
minimum reduced from the statutory 3 cents per pound by GATT. 
Why any tariff on this metal should exist is impossible to answer by 
anyone. Since 1939, we, as a Nation, have been net importers of this 
most important and strategic material. We are currently importing 
at a rate of many hundreds of millions of pounds annually. In spite 
of occasional temporary overages, we have never really caught up with 
demand and will not in the foreseeable future. 

The erratic base metal supply has served to delay and destroy ex- 
pansion plans on the part of many independent fabricators unwilling 
to risk man-made shortages. We ourselves delayed our current ex- 
pansion program 5, years for what we thought to be the propitious 
moment—the effect of an improper tariff situation. We wonder 
whether we did make a proper choice. Aluminum is still short and 
will probably get even shorter in supply. 

The domestic prime producers, such as Alcoa, Kaiser, Reynolds, 
and Anaconda, use the major part of the metal they, themselves, pro- 
duce. In addition, they import considerable quantities of aluminum 
from foreign sources, and in the main have contracts and plans to 
continue to do so. The important mainstay of the independent fabri- 
cator insofar as a base metal supply is concerned is foreign metal. 
Domestic metal on a major scale is and has been foreclosed to him. 
It is even dangerous for him to depend upon it, because history of 
recent years—the last 10—will show that it was denied him periodi- 
‘ally by the domestic producers who needed it for their own uses and 
whose fabricating capacity grows daily. The Congress saw fit to 
remove the tariff on bauxite—aluminum ore—and on scrap aluminum, 
but on the most important source of the metal itself—prime or sec- 
ondary aluminum ingot—they did not. That would be very much 
akin to setting up a tariff on men’s clothing by saying that there is no 
tariff on the jacket and the pants but there is one on the vest. Such 
suspension of the tariff on aluminum would eliminate all barriers to 
the flow of such metal to our shores. It would increase the desire on 
the part of certain sources of supply to ship us more of the precious 
metal than they are now doing, and it would eliminate the penalty 
that some of us have to pay through the tariff when bringing the 
precious metal to our shores. There are bills in the House now to 
suspend such tariffs for a year. I believe a year of such suspension 
would be time enough to prove its value in creating a better, more 
equitable aluminum supply situation in the States. 

I think that there is an important consideration in handling the 
problem of tariffs of aluminum that dare not be overlooked. We can 
presently produce only just so much aluminum in this Nation because 
of the limitation set upon it by the lack of electric energy. We just 
cannot produce more aluminum than we are doing today. Even by 
resorting to huge direct subsidies to the aluminum industry by the 
Federal Government, it would take years to add to our productive 
capacity. Our major producers are not expanding their prime pro- 
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ducing facilities on their own. Then consider that we are importing 
10 kilowatts of electricity with every pound of aluminum. Why not 
consider it a boon to our people to be able to import so important and 
so short a commodity as electric energy ? 

Every encouragement possible should be given to the world to send 
as much aluminum as possible in raw-material form to feed our ever- 
increasing manufacturing appetites. 

This situation on aluminum is entirely different from that surround- 
ing lead and zinc. Here we definitely have a situation which requires 
a certain amount of protectionism. Lead and zinc are in the ground 
here at home, readily available should the market price warrant. They 
are mining industries which are endemic to our industrial growth and 
actually a part of its makeup. We cannot allow them to be destroyed 
lest we find these industries wanting when we most need them. Once 
having destroyed such mines producing lead and zinc, they are not 
easily rehabilitated. The basic difference in cost between the cost of 
operating a mine in the States as compared with that of a foreign 
country—all other things being equal—is labor. We must either 
equalize labor rates with foreign producers or have an equitable tariff 
leveler. Obviously the tariff can be the only route. This does not 
mean that foreign lead and zinc will not reach our shores. It definitely 
will, but on a safe economic basis. 

Example after example can be given to show that tariffs are highly 
individualistic and should be treated accordingly. It has been said 
often that international commerce is the free world’s answer to behind 
the Iron Curtain countries. This may be so, and I believe it is, but 
only so long as such commerce makes the individual countries par- 
ticipating, including the United States, stronger—not weaker. We 
certainly must be extremely careful in dealing with foreign nations 
who have no convertibility with American dollars, soft-money policies, 
limited imports, most-favored-nation clauses in their tariff regula- 
tions, and such trading areas as the “sterling group.” We can, of 
course, operate paces within the framework of these foreign 
monetary controls, but we must not do so to our own disadvantage, and 
our tariffs must mirror those arrangements. 

In conclusion, I wish to state that I am most certainly for any inter- 
national arrangements that will cement foreign relationships. We 
cannot and must not, however, sacrifice our national sovereignty to do 
so, nor should we depreciate our standards of living for this purpose. 

I advocate a continuous seeking out of more and better methods for 
we here to do an international business in buying and selling, but we 
must not simplify our work by letting all bars down and relying on 
“peril points” and “escape clauses” to do the work for us. 

Any reciprocal trade arrangement at least should have continuous 
overseeing by a group closely associated with Congress; yet it should 
not be restrained with the inflexibility so much identified with con- 
gressional action at times. 

Thank you. 

The CuairMan. Does that complete your statement, Mr. Troy? 

Mr. Troy. It does, Mr. Cooper. 

The Cuatrman. Thank you for your appearance and the informa- 
tion given the committee. 


Are there any questions? Mr. King of California will inquire. 
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Mr. Kine. Mr. Troy, I may interested in the aluminum phase of 
your statement. The duty on aluminum is 114 cents a pound ‘ 
' Mr. Troy. One and a half cents, sir. 

Mr. Kine. Do you have any idea of the annual import rate! 

Mr. Troy. In tonnage, sir? 

Mr. Kine. Yes. 

Mr. Troy. I would guess for 1954 it would be in the neighborhood 
of 350 million or 400 million pounds, perhaps. 

Mr. Kina. Three hundred and fifty million or four hundred million 
pounds. 

Mr. Troy. Yes, sir. 

Mr. Kine. One and a half cents represents quite a figure, does it not? 

Mr. Troy. Probably around $5 million or $6 million annually. 

Mr. Krne. And we are in short supply. 

Mr. Troy. Yes, sir, we are. 

Mr. Kine. And we have been in short supply. 

Mr. Troy. Yes, sir, and continue to be so. 

Mr. Kine. The prospects appear to be that we will continue in 
short supply. 

Mr. Troy. In even greater short supply, yes, sir. 

Mr. Kine. I think I have an idea—and I am presumptive enough 
to think that you might have a better one—as to just what the artifices 
are which brought this about. Would you want to put it on the record, 
if you know, or would you disclaim knowledge ¢ 

Mr. Troy. That brought what about, sir? 

Mr. Kine. This situation, keeping the duty on when the record has 
shown, and I have it officially from the Defense Department, that we 
are short and will continue to be short. 

Mr. Troy. Just to take some of the history before us, the tariff years 
ago, back in the early thirties and at the end of the twenties, was around 
5cents. It was subsequently reduced to 3 cents. Through the GATT 
arrangement, the Geneva Conference, the reciprocity bill permitted a 
reduction to 114 cents. Since that time, particularly at the end of the 
war, there was 2 great deal of antipathy towards bringing in metal on 
the part of certain of our prime producers, even though they them- 
selves felt that they were going into the world markets to buy the 
same, because they took the view that a benefit would be given to a 
Canadian producer. 

I have aboah maintained, as I said in my statement just now, that 
a tariff should be designed for the benefit of the American people 
and not as to what effect it has on any foreign people, good or bad. I 
think it is a matter of being a dog in the manger. I do not think it 
makes any sense, and I do not think any major company in the United 
States today would publicly state that they are against the elimination, 
or suspension at least, of such a tariff and give their honest 
reasons for it. 

Mr. Kine. It was interesting, Mr. Troy, to find that only one of 
them who have been mentioned here has opposed H. R. 1. I think 
it represents a very interesting situation. 

Will you go on? What you have had to say up to now is in- 
teresting. 

Mr. Troy. I do not know how much latitude I have. 
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Mr. Kine. Mr. Chairman, I want Mr. Troy to have all sorts of 
latitude. 

The Cuamman. No one is stopping him. 

Mr. Troy. The attitude has been that if the three major producers 
of metal in the United States—and now there is a fourth, Anaconda— 
produced all of the metal and were able to consume all of the metal, 
in the net result you would find a situation where they would have no 
competition, because obviously if they produced X number of 
pounds and consumed X number of pounds in the fabricating of 
such material, ultimately no one in the United States other than they, 
themselves, would get any domestic material. 

That would make a very fine situation for them. They are expand- 
ing their fabricating facilities, where the major part of the profits lie; 
and if a tariff were kept on, the American independent, who is so 
anxious to grow in this ever-expanding field, would find it more and 
more difficult, and still does, to import the material from abroad in 
ever-increasing quantities. In other words, they would like to see 
a 5-cent tariff on the metal and, if they would be honest about it, they 
would publicly state so, because while they import 20 percent of their 
needs, a lot of independents like ourselves import 90 percent of our 
needs. The difference in cost to them by comparison, percentagewise, 
would be extremely small, whereas we would suffer very greatly. 

Then, of course, there are companies who are hesitant about ex- 
panding because in times of shortages, when there is a world shortage 
as well as a domestic shortage, the large producers first allocate the 
metal to themselves, and then it becomes an impossible situation to gain 
raw materials because, first, the world markets become more expen- 
sive, and when they are more expensive and you add the tariff to it, 
you make it impossible to do business because you just cannot get the 
price for your merchandise that the big man, Reynolds or Alcoa, will 
get, and you are not in competition any longer. 

I take it that I have answered your question, Congressman ? 

Mr. Kreg. I would like you to go on. We have heard a lot of 
talk here, Mr. Troy, not at this session but at the last session and the 
session before, about our Nation’s critical need and what we need to 
do to keep ourselves strong ; but there are certain people strong enough 
to keep themselves strong despite the welfare and the best interests 
of their own country. 

I did not know you were to be here. In fact, when I looked at your 
statement and saw that you were representing metal people, I did 
not think of aluminum, but I had hoped we would have a witness be- 
fore this committee who could explore and lay out the facts on this 
important subject. You appear to be capable of doing so. 

Mr. Troy. Of course, we in the aluminum field feel that many major 
errors have been made by our Nation at very great expense to the 
American taxpayer over the last 10 or 20 years. I think it has been 
proven to those who know, that there has been no honest planning on 
the part of the United States of America to take care of its future 
needs in aluminum. ‘To witness: We have seen fit to install in Texas 
and Louisiana and other parts of our country expensive generating 
plants to make electric power through natural gas, lignite, and other 
means, for consumption and use in the manufacture of aluminum. 

It is only a matter of time before these become economically un- 
feasible. It was very similar that during the war out in California 
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we built a plant at Torrance, and in New York we built one at more 
At the end of the war these major plants, representing hundreds of 
millions of dollars, were cut down because they were put there, in 
my opinion, on the basis of not being wanted after the war. They 
were set up in areas where electric energy was short, where it was 
expensive, where it was undesirable to run an aluminum mill. Even 
today, in the Northwest we are riding a very thin line where they 
have a 40 percent secondary power arrangement for the aluminum 
industry, which means in effect that, should there be a water shortage 
in any given year, anywhere from 20 to 40 percent of our aluminum- 
producing industry in the Northwest would be cut down overnight. 
Enormous amounts of power are now being used by the American 
home and industry. They tell me that industry takes something 
like 75 kilowatts of capacity per worker in this country, as compare 
with 3 or 4 kilowatts in other countries: that in areas which normally 
could grow and be strong in other industries, such as in the Northwest, 
in the States of Washington and Oregon where they have the Coulee 
and Bonneville power systems, aluminum is chewing up so much 
of the power that it is just keeping them power hungry; whereas 
we do faite available to us in Peis and abroad cheaper power, 
hydropower, which ultimately is the only way of producing aluminum, 
because in effect, in order to maintain the price of about 2214 cents 
or 221% cents, at which the metal sells today, you must not pay more 
than 2 or 24% mills for electric energy, which is impossible to obtain 
unless Uncle Sam foots the bill, which he is doing in many areas for 
the aluminum industry today. 

The Congress of the United States handed a bonus to Kaiser, 
Reynolds, and Alcoa, in the form of a 50 cents a ton bauxite suspension 
last year. In spite of this 50-cent rebate, the Big Three producers 
saw fit to increase the price since that time about 214 cents per pound, 
part of which was justified, but I would say that 70 or 75 percent of 
it represents nothing more or less than an additional profit for these 
companies. 

It means, too, that they can shift the burden of cost from one plant 
of theirs to another, but pass on the entire charge to that metal which 
they do sell to the American independent. 

I, for one, feel that the only salvation at this time for the aluminum 
industry, to permit its great growth, and not stunt it as we have 
been doing and are doing, is to let those barriers down and bring 
in the metal as much as possible for all to use. The fact is that 
the Aluminum Co. of America holds a contract to bring in, I think, 
1,200 million pounds in the next 5 years; 600,000 tons. Kaiser has 
such a contract; Reyonlds is importing continually, and so is Ana- 
conda. They feel that in that way they can control the market. 

I might point out that each of the major producers of basic metal 
consumes at least 100 to 110 percent of the metal they themselves 
produce by bringing in metal from other sources and chewing it up 
in addition to what they produce. 

In your own good State, Mr. King, you have many aluminum 
fabricators. I think the growth there has been particularly great. 
A company out there by the name of Harvey, I think, has shown a 
great deal of progress. 
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I think if it were not for the importation of metal, they would 
not be in a position today to do the kind of business which they are 
doing. 

So it goes, throughout the Nation—the East, the Middle West, the 
Far West, the South. It does not matter where you go in the United 
States, they must import metal or not survive. I think it is up to 
the Congress and up to this good committee to see to it that all manner 
of means are brough about to import more material for the independ- 
ent so he can grow. I fully believe that it is best for the United States 
and best for the people to have Kaiser, Reynolds, and Alcoa grow as 
big and as strong as possible, without any restriction. 

However, I also believe that that same opportunity should be 
granted to all of the independent producers, and not set up restric- 
tions against them. I say, let it. be on a fair and honest competitive 
basis, and that is all anybody could ask for. 

Mr. Krtne. What do you know about the millions of pounds of metal 
that were available and in possession of our Government following 
the war, which was assigned to certain producers to allocate down 
to the fabricators? Do you know that story, Mr. Troy? 

Mr. Troy. I am quite familiar with it, sir. As a matter of fact, 
I had some contact with it. 

Mr. Krve. I, and I am certain the committee, would be pleased to 
hear it. 

Mr. Troy. I think you have reference to the material owned by the 
Metals Reserve Corporation that had been purchased in Canada. 

This material, a total of about 375 million pounds, was left in Uncle 
Sam’s coffee at the end of World War II. It had been brought in 
Canada at a price of 15 or 1514 cents per pound. In the period which 
followed the war, it was practically impossible to obtain metals. 

Learning of the vast store of aluminum, Kaiser, Reynolds, and 
Alcoa got in touch with the Government and in effect raided the Treas- 
ury. I think Kaiser got the largest percentage of the metal. 

What they did was buy this material from Uncle Sam at about 13 
cents per pound. In other words, there was a net loss to the United 
States of 2 cents a pound at a time when they could have gotten about 
18 cents a pound, which was the then going price. So Uncle Sam 
was out about $15 million to $18 million just on the sale of that metal. 

We ourselves were interested in buying some of this raw material, 
and came to Washington and checked in with the Metals Reserve 
Corporation. We were definitely informed that the metal was going 
to be sold only to Kaiser, Reynolds, and Alcoa by negotiation, no 
public bid. 

No one had any information as to the amount they were buying, the 
quantities, when, where, or how. We found ourselves in a position 
of impossibility. Nobody to talk to. We were told that the material 
would be siphoned through them to the independents. 

I know of no independent with whom I have talked, at least, who . 
ever saw any of that material, and I dare say the records of these 
companies would show that they bought it and consumed it. 

At a time when there should have been public bidding, when the 
metal would have brought 18 cents or more per pound at home, it was 
sold to 3 companies at 13 cents per pound, which was 2 cents or 214 


cents less than what Uncle Sam had paid for it. That was quite hard 
to understand. 
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Mr. Kine. I certainly agree. 

Mr. Chairman, I am sorry to take the time of the committee. As 
I stated, this witness is a complete surprise to me. I had been hopeful 
that we would have an aluminum man with knowledge of the business 
before the committee sometime, and he came up unexpectedly. 

You are frowning at me to stop my interrogation, and I am going 
to do so; but I am going to make use of what you have said, Mr. Troy. 
I hope you will not object. 

Mr. Troy. I have no objection. It happens to be the facts, and I 
am willing to stand behind the facts. 

Mr. Kine. You have been a valuable witness, as far as I am con- 
cerned, and I am sorry you have not the rest of the afternoon to spell 
this story out, because it would be worth a lot more than some of the 
stories we have had to sit here and listen to. 

Mr. Troy. I would be very happy to visit with you, Congressman 
King, at your pleasure. 

Mr. Drince.x. There is just one question I would like to ask. Are 
you for or against the bill? 

Mr. Troy. I had hoped, Congressman, that I made myself clear. 

Mr. DrncE.t, It is easy enough to say you are for or against it. 

Mr. Troy. I am against it as it is. 

Mr. Dincetu. That is enough. 

The CuarrMan. Are there any further questions ? 

If not, we thank you for your appearance and the information given 
the committee. 

The next witness is Mr. Charles P. Taft. 

Mr. Stmpson. Mr. Chairman, I think the committee should take 
notice of the fact that the propaganda, tax-exempt Committee for 
a National Trade Policy has already had one witness to open these 
hearings on behalf of the proponents of the bill after the Government 
witnesses appeared, and now Mr. Taft appears for the same organ- 
ization at a preferred time, to close the debate. 

That all might not be too bad, except that between the two, from 
the directors and advisers of the Committee for a National Trade 
Policy in the intervening time there have been 5 witnesses, and in 
addition to that, 1 vice president and the assistant to 1 of the advisers, 
all of whom have testified on behalf of this bill. 

It gives a great preponderance of weight to this propaganda organ- 
ization, which I repeat is subsidized by the Government, in order to 
spread its propaganda. 

I, of course, do not undertake to make a point of order, because 
I know Mr. Taft and I know we all want to ask him some questions. 
But I want the record to show what it does now show: that this par- 
ticular group is getting far, far more consideration than any other 

oup. 
oT he CHarirMAN. The gentleman from Pennsylvania is entitled to 
his opinion as a member of the committee. The committee has been 
fair to everybody, and has listed everybody who requested an oppor- 
tunity to appear. As far as possible, it has listed all of them at the 
time that they requested they be allowed to appear. 

That same situation obtains here. 

You are recognized, Mr. Taft. 
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STATEMENT OF CHARLES P. TAFT, PRESIDENT, COMMITTEE FOR A 
NATIONAL TRADE POLICY 


Mr. Tarr. Mr. Chairman, my name is Charles P. Taft. I am the 
president of the Committee for a National Trade Policy. 

I have asked, sir, as you know, for the privilege of appearing before 
the committee at this time in order that I might, I think, save the 
time of the committee by presenting answers to some of the statements 
on general principle which have been presened hitherto, and avoid 
the necessity of calling individual people in the individual industries 
to present what they might wish to say in answer to some of what has 
been said. 

I would only comment on Mr. Simpson’s statement by saying that 
while a number of those who are members or officers of our committee 
have appeared here, they have appeared to present testimony with 
reference to their own concern for our foreign trade policy. It was 
because of that concern and knowledge that they are members of our 
board of directors or supporters of our committee. 

It seems to me they are just as much entitled to do so as members of 
the American Tariff League or of any other organization which is 
concerned with the issues that concern this committee. 

There has been a simple pattern in the testimony on H. R. 1 over 
the past 10 days. Those who have testified in support of H. R. 1 have 
included spokesmen for Seed every large organization whose 
primary concern is with the national interest. 

The bill has also been supported by many individuals representing 
many industries or groups of industries. 

On the other hand, almost all of the testimony in opposition to the 
bill has come from groups which were worried about some particular 
product or some particular segment of their industry. 

There have been allegations of specific injury calling for protection. 
There have also been broader based attacks on the bill. 

Take the question of defense. The people in one fragment of the 
chemical industry, part of the watch industry, some segments of the 
petroleum industry, and some of the electrical industry, have told you 
that more tariff reductions will hurt our defense production facilities. 
But Secretary Dulles and Secretary Wilson, who worry about our 
defenses on a full-time basis, have said that we need H. R. 1 to keep 
our defenses strong. 

Consider the question of employment. The glassworkers, pottery- 
workers, fishermen, mineworkers, and hatworkers, have told you in 
effect that they are afraid some of them may lose their jobs if this 
bill is passed. 

But the national organizations of the CIO and AFL and the Rail- 
way Clerks, say that this bill will help American labor and will in- 
—_ job opportunities. And the Secretary of Labor agrees with 
them. 

Very much the same pattern has held in the testimony of business 
and other groups. Representatives from a score or so of different 
industries have testified that H. R. 1 is bad for their business. 

But broadly based business groups, like the United States Chamber 
of Commerce, the CED, and the Committee for a National Trade 
Policy, and the groups that represent just people, like the League of 
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Women Voters, say that this bill is good for the national economy. 

This distinction occasions no surprise to anybody. It is the same 
distinction that existed 10 years ago, in 1945, when the only previous 
debate on increased authority for the reciprocal trade agreements pro- 
gram took place. 

Then, as now, the pottery industry, the glass industry, the organic 
chemical group, the glove industry, the hatters and others, told you 
that the trade agreements program would destroy them. 

Then, as now, the administration and the broad national groups rep- 
resenting labor, industry, and the consumer, denied it, and opposed 
the position of these industries. 

Then, as now, I stood here before this committee and urged the con- 
tinuation and expansion of the reciprocal trade agreements program. 
Many of you gentlemen behind the bench today were present then to 
hear both sides of the issue. 

The plain fact is that few industries which have to face foreign 
competition like the idea. Except for the once rare, but now more 
numerous, business statesmen like John Coleman, Charles H. Percy, 
and Clarence Randall, not many are ready to agree that the foreign 
competition they face in this market may be good for them. 

Yet when they get off to one side, away from the worries and strains 
of their own particular businesses, and think of themselves as a part 
of the whole American economy, most of them are driven to this only 
possible answer—that more foreign trade is good for this Nation, good 
for its foreign policy, good for its defense, good for its jobs, and good 
for its consumers. 

This is one basic fact we should not lose sight of. Most Americans, 
including most businessmen, are for the continued gradual] reduction 
of our tariffs. There have been Gallup polls, polls by the League of 
Women Voters, polls by Congressmen of their constituents, and other 
straw votes. 

I may say, the polls were made by Congressmen who were both for 
and against the trade-agreements program. 

The Gallup polls, like the others, show more Republicans for reduc- 
ing the tariff than for raising it. 

I think it is fair to say that of those Americans who express an 
opinion, there are twice as many for the continuation of the program 
as are against it. 

In the Congressional Record for August 4, 1953, Senator, then 
Congressman, George Bender, of Ohio, reported on a poll made of 
every elected Republican precinct committeeman and woman in Ohio. 
In response to the question: “Do you approve of the reciprocal trade 
agreements program ?” 3,330 said “Yes.” and only 1,970 said “No.” 

I campaigned throughout Ohio and I think I know every one of 
those people, and that is most surprising. 

The most extraordinary poll, because it came last year in New 
England which used to be the stronghold of protectionism, was the 
poll by the New England Council. The poll showed that 63.5 percent 
of the 800 businessmen polled were in favor of lower tariffs as bene- 
fiting the economy of New England. 

Though the leaders on both sides of this issue have not changed 
much since 1945, except perhaps for a little graying at the temples, 
the world in which we live has deiwed a great deal. ‘Time has proved 
that we who spoke on our side of the debate in 1945 were better 
prophets than lees who opposed us. 





2456 TRADE AGREEMENTS EXTENSION 


Although our imports of goods, so greatly feared then as now, 
have increased from $3.9 billions in 1944 to $10.9 billions in 1953, our 
gross national product has in the same period increased from $211 
billions to $364.8 billions, and our employment to record figures. 

Our exports have risen again well above the wartime lend-lease 
levels to $15.6 billions in 1953, and contributed substantially to our 
high employment and prosperity. 

If the reciprocal trade agreements program has hurt us, it has 
been a hurt very well concealed. 

I do not for a moment want to leave the impression that some of 
the industries that have spread their complaints before you over the 
past 10 days don’t have problems. Of course, they have problems. 
In some cases the problems may not be quite as serious as they would 
have you believe. For sick industries, some of them have displayed an 
enormous amount of vitality, tenacity, and financial resources in 
attempting to defeat H. R. 1. 

To be sure, some of these industries, like the chemical, electrical, 
and cotton-textile-goods producers, may be confusing sickness with 
growing pains. The spectacle of these enormous vital industries 
threatened by a trickle of foreign imports is a picture which defies 
belief. 

They are still as much prophets of gloom today when they talk 
about tariff and the effects of its possible reduction as they were in 
1945. 

In 1945 Mr. Rose, of the American Tariff League, described the bill 
for new authority—a possible 50-percent cut from then existing tariff 
levels—as involving— 
the possible breakdown of the American market, American price structure, 
America wage level, and American living standards by opening the gates of 
this country to widespread competition with the products of other countries 
“with the things we grow or make in this country.” 

I cannot resist, I am afraid, reading something else that Mr. Rose 
also said at the same time. 

Mr. Will Clayton had predicted that our imports would rise to 
$10 billion. 

Mr. Rose described this as a fallacy and he went on to say: 

Now, the danger in that, Mr. Chairman, is that officials of the Government are 
holding out that impossible goal to private enterprise and domestic production, 
to employ an impossible number of people, to create an impossible goal of national 
income, to support an impossible surplus, and, with the other hand, threaten that 
the Government will have to take over if private enterprise fails of that goal. 

Well, the Government did not have to take over. 

On November 5, 1953, in a statement to the Business Advisory 
Council, Edgar Queeny, of Monsanto, wrote just what he and his 
associates have told you here: 

Should not the United States freeze present duties until their full effect in 
a surplus economy can be observed? For, even at their present level, our adverse 


balance during the first 6 months of 1953 indicates that before too long we may 


again see apple selling by the unemployed during this Republican administration, 
too. 


This is the official position of the opponents of H. R. 1 in 1955, as it 
was in 1953 and 1945, 

On January 26 Mr. Anthony, of the American Tariff League, said 
here that the President’s program includes the ingredients of general 
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economic distress which could help set off a downward trend in the 
national level of prosperity. 

These people, for all of their extraordinary business record since 
1945 and their optimism in their annual statements to stockholders, 
are professional pessimists when they talk to Congress about tariffs. 

Mr. Calvin Campbell, of Dow, about the same time as Mr. Queeny’s 
statement of 1953, said in a speech to the American Tariff League: 

We know that in isolated instances we excel in technology or other advantages 
toa degree sufficient to offset the wage differential. 

(The italics are mine.) 

Now, really, would you believe that with such a poor opinion of 
the strength of our economy and of their own industry the chemical 
industry would put into new plants $1.2 billion in 1954 and project 
$1.5 billion for 1955? 

But that they did, and it is better evidence of their real judgment 
than what they feel and say here about the tariff and its effects. They 
produce annually $20 billion of goods, and chemical exports for the 
first 9 months of 1954 were running at the annual rate of $894 million, 
excluding special military items, against only $242 million of imports. 
They have grown 10 percent a year for 25 years, and developed more 
than 7,500 new products in that period. 

Mr. Campbell and Mr. Queeny and Mr. Lehner are more concerned 
about synthetic organics. Very well. The total production in this 
category was about $4 billion, of which $300 million was exported in 
1953 against only $50 million imported. 

Mr. Lehner admitted to you that in the “coal-tar chemical” category 
of synthetic organics, where, incidentally, exports still exceed imports, 
no more than $10 million in 1953 was “competitive” under Tariff Com- 
mission determination. 

A recent check of Tariff Commission data shows that the accurate 
figure for “competitive” coal-tar chemical imports was only $5.8 
million in that year. 

This is a priee question, not one of taking away business. 

Here is what a purchasing agent of one of the smaller chemical 
companies told his own industry a few weeks ago—this is Mr. S. E. 
Spencer, Jr., of the Wm. S. Merrell Chemical Co., speaking : 

The howls against chemical imports are even more ridiculous than those of 
the sick coal industry against imported crude oil. Imported oil is a tiny frac- 
tion of the problem, but it makes the best headlines. What the coal industry 
really wants is a return to steam locomotives, no gas pipelines, lower wages, 
and to subsidized exports. It has done a notoriously poor job of uniting to find 
new uses for coal and it seems determined not to face the future problem of 
atomic energy. 

The healthy chemical industry should devote less energy to fighting a few 
imports and more toward new production techniques or superior competitive 
products where imports are a threat. And, to give due credit, ultimately Ameri- 
can manufacturers do meet the threat by lowering their prices, revealing their 
excessive-profit margins and claiming that they were about to do so anyway. 
(Just between us purchasing agents, most of us know how the prices come down.) 

Incidentally, some of those who rail against imports of chemicals have been 
remarkably avid in importing new chemical ideas from abroad, to the certain 
detriment of less alert competitors. Synthetic detergents came out of Germany 
two decades ago; thorazine originated in France; versatile polyurethane is a 
powerful newcomer from Germany which promises to make deep inroads into 
the foam-rubber business. 

My own company has felt the competition of reserpine, an importation from 
India. Instead of yelling to Congress about how our business has been hurt 
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by this “foreigner,” we are rushing development of new specialities of our own 
which we believe will be even more effective. Like the rest of our industry we 
are constantly searching around the world for new ideas to relieve the ills of 
mankind. That’s competition and that’s progress and the beneficiary is the 
American citizen’s comfort and his pocketbook. 

It is to your own self-interest on three counts to keep international competi- 
tion active. First, as purchasing agent for your own company, your job should 
be to lower your company’s costs in any legitimate way you can while insisting 
on the triple standard of quality, service, and price. 


If you haven’t the courage to combat the arguments of the “one standard all 
American price” boys, you will do your management a favor by resigning and 
letting your secretary copy prices from vendors’ catalogs and the Oil, Paint, 
and Drug Reporter. Your self-interest also requires that you keep American 
competition alive as protection against foreign monopoly, and most experienced 
purchasing agents don’t need to be told how to distribute your purchases to keep 
them all bidding. 

Mr. Stmpeson. I did not hear who made that statement. 

Mr. Tarr. S. E. Spencer, Jr., the purchasing agent of the Merrell 
Chemical Co., in Cincinnati. 

' I will be glad to give you his whole speech, if you would like to 
ave it. 

The CHatrman. Proceed, Mr. Taft. 

Mr. Tarr. I don’t need to add much about the electrical industry. 
Its production reached $17 billion in 1953, and it exported $800 million 
in that year. Imports were a little over $50 million, or one-third of 1 
percent of production. 

As to the electrical equipment for powerplants, the domestic indus- 
try still retains menidausiie over 98 percent of the American market. 

Phil Reed told this committee last week he was particularly con- 
cerned about sales of foreign equipment to the United States Govern- 
ment, and pointed out the very great difficulty the American industry 
had in competing with foreign producers. 

It seems to me there is one extremely significant aspect of this situa- 
tion which has not been emphasized. That is the matter of economy 
to the United States Government which merely having foreign bidders 
in the picture appears to afford. 

In the case of the 8 large generators for the Dalles Dam, the Gen- 
eral Electric bid was over 114 million below that of the nearest foreign 
bidder—English Electric. 

That was on October 1, I believe. And I might add that GE’s bid 
was 21% million below the nearest Japanese bidder. 

In the case of generators for Chief Joseph Dam, after the first 
bids were thrown out, Westinghouse secured the contract with a 
reduction of $716,000 from its original bid price, or a reduction of 
about 14 percent. 

One is forced to wonder whether it is not the pressure on profits 
which causes leaders of the heavy electrical equipment industry to 
testify against foreign competition rather than pressure on costs. 

These two cases make one believe that United States industry can 
in fact compete on this kind of equipment if it is forced to. 

In any case, as was admitted by Messrs. Reed and Price, this is not 
a tariff problem. Tariffs on heavy electrical equipment are only 15 








TRADE AGREEMENTS EXTENSION 2459 


percent ad valorem and H. R. 1 would, at the maximum, bring a reduc- 
tion in duty of 2.25 percentage points in 3 years. 

Do these men realy understand what free enterprise means as ar 
American institution? It means competition. It certainly does not 
mean a domestic monopoly of the American market. Of course, we 
believe in policing our domestic competition here, but since when have 
we ceased to compete domestically in standards of pay? Wages are 
low elsewhere because they can’t produce as efficiently or at as low 
costs. We stay ahead of know-how and ingenuity with high wages. 

Do you remember your Kipling? Hear the skipper of the Mary 
Gloster: 

They copied all they could follow, 
But they couldn’t copy my mind, 
And I left em sweating and stealing, 

A year and a half behind. 

Americans worry about foreign cartels. Cartels are not progres- 
sive. The cartel mind tries to eliminate risk taking, which is an essen- 
tial part of the free-enterprise system. 

Is there not perhaps a little of the cartel psychology involved in an 
unwillingness to meet competitive pricing ? 

Free enterprise depends on free choices and flexibility and mobility, 
not on fixing the pattern forever. 

Robert Calkins, president of the Brookings Institution, put it right 
2 weeks ago: 

No settling down to established practice is in sight. Instead wave after wave 
of technological innovation is in prospect. 

The president of the Methods Engineering Council of Pittsburgh 
said the same thing 2 days later and applied it to the tariff. While 
conceding that tariff protection is sometimes necessary on a temporary 
basis, he maintained that— 

a tariff which permits a company to do business without the necessity for 
improving its methods is a dangerous expedient. 

Free enterprise depends on integrity, too. 

That is not promoted by phony statistics to prove that Great 
Britain, for instance, is a high-tariff country. The United Kingdom 
imposes its tobacco and gasoline taxes at the time of import of the raw 
materials or finished product. This is not a protective device or trade 
restriction at all, but a revenue-producing measure, such as the United 
States taxes tobacco and gasoline for revenue. 

If you take these taxes out, the United Kingdom tariff average, even 
on the American Tariff League basis, is 4.6 percent, lower than ours 
at 5.6 percent. 

I have submitted here in my statement a table showing rates on some 
important chemicals with their 1952 import figures in dollars which 
indicates how prohibitive rates keep out imports. I will not attempt 
to read it. I think it is clear. 

If any of you have any questions as to the form, I will be glad to 
try to answer. 

Please note the rates of duty appearing in the last column. 

(The material referred to is as follows :) 
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TABLE I 
Rate in effect 
Value of on Jan. 1, 
Tariff schedule and commodity (commodity description United 1953, or ad 
abbreviated) States im- valorem 
" ports, 1952 equivalent 
thereof 
SCHEDULE 1: CHEMICALS, OILS, AND PAINTS 
Chemical compounds, not elsewhere specified: 1,000 dollars Percent 
290 persent or bens fhoobee 5.5 600) 6. 5. 5 a ee 2 67.0 
FO 50-ED DOCU, COE sini dc cerrado amtnacnbndina smn Soe (‘) 103. 7 
Ethers and esters, 20 to 50 percent I ta SS. eR SD Q) 100. 6 
Medicinal preparations, etc., over 50 percent alcohol --_.....-....--- 5 83.9 
Flavoring extracts, etc., except from Cuba: 
20 percent or lees aneent os obs Ee Le. Oide wae 3 50.3 
20 to 50 percent alcohol_..............-----.---- 12 50.4 
Over 50 percent alcohol. ._.........-..-.------- (*) 73.3 
Diya eee GONE; SHE: OW. ...~- onnncactecnce concesnctennesos (‘) 250.0 
Benzyl acetate, ete., and other synthetic odoriferous or aromatic 
chemicals, not elsew MOPS OOOO 82 os. Adige seswswaeun sedate 104 55.8 
Synthetic tasiming materiale 2 an) nen ns oe ems kek pce eek cews 6 68.9 
Coal-tar medicinals: 2-benzyl-4 etc., except from Cuba ?_._..._.---. 81 | 45.1 
Photographic chemicals (coal tar) ?.................-.----..-----22. 3 50.8 
OU I a se er 2 61.4 
Alizarin, natura]; indigo, natural; ete., color acids, not elsewhere 
OpOtIROG as os 25 5 kkk La peiede meee’ s teenieriee te 15 49.3 
All other finished coal-tar products, not elsewhere specified 2. _-.._- 6 51.1 
Catitians wietutn wiht. 3 1s 555 os nha doe aK Lo hah 5 (4) 163. 6 
DEORE BUG isin 6 hen bs ae cette a lene dane oak ake (4) 67.3 
Spirit varnishes, less than 5 percent methyl alcohol. ...........---- 1 50. 4 
Se RIOTING st ivesine Eu guittie desl en see Se deb ah ec ddapenieie 1 87.6 





1 Indicates imports of less than $500, 
2 Values and equivalent ad valorem rates are in terms of American selling price or United States value. 

Mr. Tarr. Calling us low in relation to Canada is shown up in an- 
other chemical table where, in all but one case, entry to Canada is free, 
while our tariff is the equivalent of 40 percent ad valorem. 

That applies to some items that are a little more familiar to those 
on the committee than the ones in the first table. 

Ethylene glycol, magnesium metal, phthalic anhydride. 

You see in the case of ethylene glycol that the entry to Canada is 
free, whereas in the case of the United States duty, on an ad valorem 
basis, it runs to about 40 percent. In the case of magnesium it runs 
to 73 percent ad valorem. 

(The material referred to is as follows :) 




















TABLE II 
| Manufactur- Duty 
: ing invest- ieceasidhdcae Ha a latent haga 
Product ment in l 
Canada ! Canada | United States 
i A Me it ice cing ti ies —| naieedalacaneapiaina anernnreh bhsedicatiailesabl 
Ethylene glycol (antifreeze) _- | 2 $25, 000, 000 mb) 69685 | (3 cents per pound plus 15 percent ad 
| valorem). About 40 percent ad valorem, 
Polyethylene (resin) .__--.-- | 13, 000,000 |.....do._..._| (4 cents per pound plus 30 percent ad 
valorem). About 40 percent ad valorem, 
Magnesium metal.....-...---| 10,000,000 | 20 percent...| (20 — per pound). About 73 percent ad 
valorem. 
Phthalic anhydride. _.......-- 6,000,000 | Free....-.-- (34 cents plus 20 percent ad valorem). 
About 40 percent ad valorem. 





1 Exclusive of converters. 
2 Estimate. 


Mr. Tarr. I might add just a word in connection with aluminum, 
in which Mr. King i is interested. 

I certainly have no authority to speak for the aluminum companies 
and what I am about to say is strictly on my own authority. 
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I understand that the aluminum companies are not now altogether 
in favor of any increase in the duty. Certainly, two of them are prob- 
ably not. They are also opposed to a reduction in the duty. 

But I would say that in my judgment the tariff on aluminum has 
little or no restrictive effect on imports. It simply is paid by the 
consumers. 

I might also say that the gentleman’s testimony is perhaps typical 
of that of a great many businessmen who appear before this committee. 
He is very strong for having the tariff removed from his raw mate- 
rials, but he wants to be sure to have the product he manufacturers 
protected. 

Many industries do have problems. I don’t know that hand-blown 
glass should be put down so much as an industry. Is it not, rather, 
an art? As such, it competes not on price, but on prestige and taste. 

I know Mr. Tom Heisse of the Heisse Glass Co. in Newark, and the 
gentleman who runs the Cambridge Glass Co. in Cambridge, which, 
unfortunately, has had to close. They put out beautiful stuff, but 
they are competing with Steuben, and the competition is on the basis 
of ee and taste, not price. 

Are we going to embargo prestige and taste and art that belongs to 
foreigners? 

Nobody could deny that the hat industry has been plagued by the 
insistence of American men and women on going bareheaded. Do 
we, therefore, put an excise tax on bare heads? 

The coal problem, like that of the wool-textile business, is the prob- 
lem of a sick industry. Let us by all means do all we can to help 
each cure itself. But let us have all the facts, not the selected ones 
which coal spokesmen and their auxiliaries bring to this committee. 
Let me give you a few basic ones. I will be glad to have them chal- 
lenged or attacked any way you want. 

I believe them to be correct. A considerable number of them I have 
taken out of Mr. Tom Pickett’s long brief. 

Nineteen hundred and forty-seven was the alltime peak production 
year for bituminous coal. Since 1947, through 1953, bituminous-coal 
demand has decreased by 155 million tons net. 

What was the composition of this decline in demand? Bituminous 
lost : 

1. Eighty-two million tons in railroads, largely to diesel oils, which 
are refined in the United States. 

2. Thirty-eight million tons in space heating to natural gas and 
light fuels, again refined in the United States. 

3. Thirty-five million tons in exports. 

4, Twenty-nine million tons to other industries. 

Coal consumption in public utilities increased 26 million tons. 

There have also been minor gains in other categories. 

Compared to this net coal loss of 155 million tons in 6 years, heavy 
residual fuel oil consumption increased by only 11 million tons equiva- 
lent over the same period. Six million tons of this was in public 
utilities where coal consumption increased by 26 million tons. 

In the face of that record, how can the president of the Pennsyl- 
vania Railroad come in here and blame residual oil for anything? 
His answer to Mr. Mills on this implied that he would not mind the 
injury to the coal business if only residual oil were domestically pro- 
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duced; that domestic products in the last analysis were to be preferred 
to foreign, irrespective of price and convenience. 

Are these his instructions to his own an agents? Doesn’t 
he support foreign trade at all? Has he ever added up the exports 
and imports which his railroad carries in and out of New York, New 
Jersey, Philadelphia, and Baltimore, and I might add now, Chicago? 

Residual oil is not “dumped.” Over a period of 7 or 8 years, except 
for 20 months total, the barge-delivered price of heavy fuel oil in the 
New York Harbor area was higher on an equivalent basis than barge- 
delivered coal. The prices fluctuated tindependently. The coal people 
have never made any request to the Government under the Antidump- 
ing Act. 

There is no evidence that shutting out residual oil helps coal. In 
the first 10 months of 1954, use of residual oil by public utilities 
reporting to the Federal Power Commission dropped 21.4 percent 
from the prior year; coal increased 1 percent—more than accounted 
for by new facilities—and natural gas increased 13.6 percent. 

Shutting out residual oil definitely hurts American manufacturers 
in 30 States employing 30,000 people in manufacturing for export 
to Venezuela. Our manufacturers send $170 million of goods paid 
by the 80 percent of Venezuela residual oil imports that would be 
excluded by the proposed 5 percent quota. 

I note that a number of the bills propose a 10-percent quota. I have 
not tried to figure it out, but I think perhaps the committee are good 
enough mathematicians to extrapolate. 

So far as national defense is concerned, existing mines by going to 
a full week without overtime could add 150 to 200 million tons of coal 
a year. With all the shifts that have taken place to oil and gas, even 
with our present industrial capacity, 400 million tons of bituminous 
in 1954, plus 70 million tons is ample for war needs. 

According to the latest Bureau of Mines data, current capacity in 
the bituminous industry actually is 670 million tons. 

The real employment problem in coal mining is the turn to strip 
mining, which accounts for fully 25 percent of total bituminous pro- 
duction. This is a technological change opposed as vigorously b 
the United Mine Workers as is the importation of residual oil, but wit 
less publicity. This is because strip mining employs many fewer 
people, it is more efficient, and has no place for most of the skills 
of deep miners. 

In fact, of the 142,000 out of work since 1947, the loss of 85,000 can 
be attributed to improvements in technology and productivity. 

How much of this is better machinery in deep mines, and how much 
strip mining, is a question the coal people had better answer to this 
committee. At least, it is not imports of residual oil. 

In addition I found out last week that the mines in southern Ken- 
tucky and Tennessee, on the Southern Railroad, at least, had no 
competition from residual oil since the last reduction in freight rates 
down there. 

I may say in explanation of this last statement that I am arbiter be- 
tween the National Forest Service and certain coal mines in the south- 
ern part of Kentucky. I found out there that the miners in southern 
Kentucky on the Southern Railroad had no competition from residual 
oil since the last reduction in freight rates there on the Southern. 
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Their only competition has heen from Georgia Power and they are 
now selling coal to Georgia Power. 

The other industry that is often called sick is textiles. This is 
another case where we need to look at the facts. There is not one 
textile industry, but many, and only a few are sick. 

Woolens and worsteds and carpets have been sick. Cotton and 
synthetics have not. 

We export 6 percent of our production of cotton textiles and import 
the equivalent of only one-half of 1 percent. 

In cottons the great middle area has no important competition. 
Only in very high-grade specialties and in the very cheap lines has 
there been any particular effects from imports. 

For support of this last statement I quote Matthew J. Cuffe, presi- 
dent of the Textile Export Association, in a speech to the American 
Cotton Manufacturers’ Institute at New Orleans on April 23, 1954, 
as reported in the New York Times. In the so-called middle ground, 
he said, United States cotton textiles cannot be surpassed in price or 
quality. 

There are no mills in the world which can produce denim, percales, cham- 
brays, vat-dyed twills and drills, corduroys, sheets, towels, and other items at 
prices equal to ours when quality factors are taken into consileration. 

The best labor-union economist in the textile business told me the 
same thing a year ago. 

Our cotton-textile industry is the most efficient and most innovat- 
ing in the world. Any temporary advantage in wages abroad will 
not upset the industry. 

The synthetic textiles are even better off. 

As to most countries trying to send staple textiles here, and I am 
thinking of Europe particularly, their textile industries have been 
built up as part of a colonial system and they are not efficient. 

The number of European textile workers has shrunk greatly and is 
still shrinking. 

A United Nations report published in Geneva on Monday a week 
ago confirmed this. The director of the study also confirmed my 
main point to this committee—that the capacity of economic systems 
to change is one of the main determinants of their capacity to grow. 
Protecting the status quo by using tariffs is stagnation and death, not 
American growth and success. 

Wool textiles are in a different status. They have been badly organ- 
ized. There were many old, inefficient mills which had to be reorgan- 
ized. Synthetics hit them hard. 

From 1947 to 1953 there was a decline in sales of men’s woolen 
suits of 7 million units. High protected wool prices, fluctuating 
widely, aggravated a bad situation. The rash of mergers in the last 
year has helped; the last and one of the most important of these was 
announced last Friday. The advertisement of it was in Barron’s 
Weekly, and I suppose in the Wall Street Journal. 

The conclusion from all this is that the manufacture of woolen 
textiles must be done in integrated companies which can adjust flexibly 
to consumer tastes and demand. They are now moving fast in that 
direction and the prospects are good. 

I would agree that reductions in these tariffs should be approached 
cautiously, but the approach should favor efficient operations. This 
is exactly what H. R. 1 would do. 
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Since they cannot demonstrate actual injury, the opponents of the 
bill shift to arguments about the threat of injury in the future. At 
the center of their position is the age-old slave-wage argument. You 
all know that one too well for me to add anything. 

But let me say a word, anyhow. 

There are a few cases in which foreign industry, operating with 
cheaper labor costs, has managed to overcome all of its other obstacles 
and has undersold its American competitors in this country. In the 
few cases in which this has happened it has represented a real triumph 
of man over his environment. 

For the European competitor of the American manufacturer starts 
with close to three strikes against him. In many European industries 
cheap labor is not cheap at all, once the manufacturer calculates his 
costs on a unit basis; it costs very little by the hour, but often costs a 
great deal by the piece. 

In every industry, the European pays 2 or 3 times more for his 
capital than his American competitor. In every industry, his power 
costs are higher; in most industries his raw material costs are higher, 
too. 

Almost universally he does business on a scale so small that he cannot 
begin to equal the economies of his American competitor. 

And, finally, he often operates in an environment saddled with the 
restrictions of cartels, where the incentive to cut costs is weak and 
diffused. His wage costs are multiplied by fringe benefits, too. 

I want to stop there to say you cannot take, in most cases, without 
further investigation, the relative comparisons of wages in dollars and 
cents because it is generally known that the social-security benefits 
given by the European countries are higher in proportion to the wage 
than ours. In addition to that, it is not at all clear that those figures 
which are given also include what they do pay in social security 
themselves, whereas in all of our cases we use the top figure, including 
social security and other charges. 

With these handicaps, the European who can match our prices in 
our market is a man to be admired. 

In any case, for every case in which a European industry can match 
our price here, there are a dozen which run the other way. Scores of 
American industries, big and little, have been able to outsell Europeans 
in their own home territory and in third country markets. 

Our export figures already referred to are a conclusive demonstra- 
tion of the position of American industry abroad. The fact that for- 
eign countries have had to ration the dollars which their citizens use to 
buy our goods only emphasizes how much our goods are demanded 
and bought. 

Ten years ago and again in 1948, when I appeared before this same 
committee, there was a great deal of discussion as to whether this 
reciprocal-trade program was really “reciprocal.” There is even more 
discussion of that point today. 

As far as I am concerned, I think the record of the last 10 years 
bears out the most optimistic expectations as to the response of other 
countries to a reciprocal trade program. Look at the facts. 

Ever since 1945, there has been what amounts to a universal tariff 
truce throughout the world; there have been none of the outursts of 
tariff wars that sporadically used to rock the world’s trade between the 
two great wars. 
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More than that: well over 50,000 items in the tariff laws in more 
than 40 countries have been reduced or prevented from increasing 
under this program. 

It has become fashionable to say that other countries’ tariffs don’t 
really matter; that quantitative restrictions and exchange controls 
have taken their place. This is a substantial overstatement of the 
vase, of course, since some of our biggest customers, such as Canada 
and Cuba, do not use quantitative restrictions, and others, such as 
Switzerland, use them sparingly. 

But let us have a close look at the picture on quantitative restric- 
tions. In 1946 practically every nation on the globe except the United 
States was maintaining extremely tight quantitative restrictions on 
its imports. Most of them had no choice; they had to use their scarce 
dollars to buy American cotton, wheat, oil and machinery, even if it 
mean denying their citizens other American products they also 
wanted. 

Since 1946, there has been an extraordinary change in this picture; 
the change has come about by little unspectacular steps, by slow and 
cautious measures, but its total impact has been little less than revolu- 
tionary. 

Whereas close to 100 percent of our exports in 1946 were subject 
to quotas and import licensing restrictions, I would judge that half 
our exports—perhaps even more—are now free of such restrictions. 

The trend began with Canada. In 1948 the Canadians dropped the 
quantitative restrictions they had been using to ration their scarce 
dollars and invited United States goods to come in without license— 
not, of course, without the tariff. They still had their tariff, but with- 
out license any longer. 

The next major steps took place in 1951 and 1952, when Belgium 
first began to relax its import restrictions against dollar goods on 
a broad scale; today the Belgians have just about wiped out the 
extensive system of restrictions they had 4 years ago. 

In 1952, the dismantling process moved a great deal faster. The 
United Kingdom paced the process when in the fall of 1953 it author- 
ized unlimited imports of wood, wheat and grains, then followed up 
by freeing copper, lead, zinc, and many chemicals from import 
restrictions. 

In 1954, the United Kingdom went so much further in the process 
than by the end of the year 50 percent of its trade with the United 
States was free of restrictions. 

In Germany, Holland, Italy, Greece and other Western European 
countries, very much the same process has been taking place. 

Now, I am not sure how one goes about measuring reciprocity pre- 
cisely in the trade-agreements program. But this much is clear; 
other countries have made substantial reductions in their tariffs in 
return for the tariff reductions we have made. More recently, they 
have taken major steps in scrapping the system of quota restrictions 
which existed at the time we entered into our agreements with them. 

On our side, to the contrary, the trend has been the other way; we 
have more quota restrictions on imports in effect today than at any 
time since the end of World War II. If these trends continue, the 
case of unreciprocated concessions may more frequently be made by 
other nations than by us. 


57600—55—pt. 2——_70 
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Although our committee fully supports the necessity for such 
protection of defense industries as may be really required, I have not 
said much so far about the relation of this problem to the trade- 
agreements program. A few additional words do need to be said. 

First, the Symington amendment to the present act remains in force, 
stipulating that no duty should be reduial if the President finds that 
such a reduction would threaten domestic production needed for nro- 
jected national-defense requirements. That places the responsibility 
for taking into account national-security considerations exactly where 
it belongs—with the President, his National Security Council, and 
his Department of Defense, which are primarily and directly con- 
cerned with these matters. 

But beyond that, nobody is really sure what the right defense- 
mobilization base may be for an era of thermonuclear warfare. It is 
not clear to me, and I do not apologize for my ignorance, whether we 
are better off relying on plants concentrated in the industrial areas of 
the United States, or on plants scattered throughout the free world to 
supply the needs of ourselves and our allies if we are to meet this 
strange new type of warfare. 

T am not even sure whether a mobilization base will be a meaning- 
ful concept any more in such a war, or whether we shall simply have 
to make do with the materials at hand after one great initial strike. 

However, if we can afford to think of a mobilization base in con- 
ventional terms, then the question is whether the trade-agreements 
program helps or hinders the development of such a base. 

On that score, this committee has heard a succession of claims from 
sections of one industry or another that its particular plant and its 

articular set of skills are crucial to the conduct of warfare and that 
oreign competition is squeezing out its plant and its skills. 

The one major mistake this Nation could make in mobilizing itself 
for modern warfare—conventional or otherwise—is to compartmental- 
ize its skills. If another war should ever occur, even the most opti- 
mistic of us will have to assume that our plants and industries will 
be cruelly bombed. Crucial plants may be razed; transportation facil- 
ities disrupted. 

The experience of Germany in World War IT, as disclosed by the 
strategic bombing survey, made immediately after the end of the war, 
taught us one major lesson in the conduct of that kind of warfare. 

Nations can get on with next to nothing in resources, provided they 
have versatility and flexibility in their industry; they can substitute 
and make do so long as the general level of their industrial skills and 
engineering and executive abilities is high. 

This is the antithesis of the pattern into which we would be pushed 
if we were to succumb to the pressure of protecting every little pocket 
of specialized industry, every little branch of specialized skills. 

The one thing we cannot afford to do is to allow the extraordinary 
talent in our chemical industry, our electrical industry, and our 
machine-tool industry to grow soft under easy competition. 

On the contrary, every American skill should be constantly exnosed 
to the best competition the world can bring to bear against it. Every 
stimulus should be encouraged to find new ways in American industry 
of making better products at lower costs. 

IT am confident that American industry, by and large, will meet 
most of the challenges thrown in its way by foreign competition. 
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Whether it meets the challerige’ or not in each individual test, Ameri- 
ca’s knowledge and strength will be enhanced in the process of trying. 
If we insulate ourselves from the impact of foreign competition, the 
smugness and dry rot of protected industry will sap our strength with- 
out our even being aware of the process. 

While I am on the subject of America’s defense, let me say a word 
about Japan. I cannot, for the life of me, understand the callousness 
with which some of us approach the problems of trading with Japan. 
A few days ago, the American Congress gave the President the power 
to go to war if necessary in order to protect our outposts in Formosa. 
We look on the maintenance of this island—rightly, I think—as so 
important to our future that we are willing to risk our national life to 
retain it. 

But there are more ways than one of losing an island. If Japan 
goes over to the other side—or if Japan decides that she has to play 
economic ball with both sides of the Iron Curtain in order to live— 
we will have lost an outpost more important than Formosa. 

Yet there are those who urge that this risk ought to be taken in 
order to preserve America’s knit-glove industry and the handkerchief 
lines in our textile mills. 

I do not think that our knit-glove industry or our handkerchief 
lines will disappear in the face of Japanese competition, but, even if 
they did disappear, the plain fact is that it would be far better to lose 
them than to lose Japan. 

The CuatrMan. Does that complete your statement, Mr. Taft? 

Mr. Tarr. Yes, sir. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

Mr. Dingell, of Michigan, will inquire. 

Mr. Drncetu. I just want to pay my sincere respects to Mr. Taft. 
I have listened to him over a period of years with ever-increasing 
admiration for the depth of his intelligent treatment of this very 
important subject before us. 

I think in his appearance today, Mr. Chairman, he has kept to this 
high standard, and I wanted the record to show that I, for one, have 
benefited very much by this notable exposition. It cannot be rebutted. 

Mr. Tarr. Thank you, sir. 

The Cuarrman. Are there any further questions? 

Mr. Reed of New York will inquire. 

Mr. Reep. Mr. Taft, it is too bad you did not appear here as the 
first witness, then it would not have been necessary for hundreds of 
people to come in here and try to tell their sad story about the tariffs. 

ou have really put them to a great deal of expense and a great 
deal of trouble. But this, after all is a forum. Some men in business, 
who risk all that they have and all that their families have and the 
way of life that they cherish, have views on these subjects. I think 
it is a wonderful thing that our Government can come here with 
those witnesses who tell their story without being called callous and 
unfriendly and greedy. 

Now, there is a great list of people that have come from Ohio’s very 
fine enterprises. Cincinnati is well represented here by some out- 
standing people. 

Now, are you familiar with the General Electric Co. Do you have 
any interest in that company ? 
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Mr. Tarr. No, sir. That is to say, I am on the investment commit- 
tee of the YMCA of Cincinnati, which I think has some General 
Electric stock, but I would not be sure about it. That is the only one 
I think of at the moment. 

I am also a trustee of a number of other charitable organizations 
which also have General Electric stock. I have none presonally. 

Mr. Reep. Are they tax exempt? 

Mr. Tarr. The General Electric Co. ? 

Mr. Reep. I mean the charitable organizations. 

Mr. Tarr. The charitable organizations; yes, sir. 

Mr. Reep. The canneries and the fisheries come here all the way 
from California to tell their stories about the competition they are 
having. They claim their business is being destroyed. It was testi- 
fied here that they are closing their industry because of foreign com- 
petition and feel they ought to have protection. 

Do you feel as familiar with their problems as they are? 

Mr. Tarr. I am familiar with some of them, sir. I do not know 
which ones you are thinking of. 

Mr. Reep. I am thinking of all the coast canneries and fisheries. 

Mr. Tarr. Mr. Bernard Richmond, of Richmond Chase, is one of 
the largest producers of dried fruits and canned-food products in 
San Jose. One of his officers is president of the California Canneries 
Council. 

Mr. Reep. How does he feel ? 

Mr. Tart. He is one of our directors, sir. He just joined in the last 
month or so. I talked to him in person last October. Since he has 
joined our board of directors, I have no question as to how he feels. 

Mr. Reep. You are speaking now also as a member of your propa- 
ganda organization ? 

Mr. Tarr. He is a member of our committee, sir, and he also is a 
member of our board of directors. 

Mr. Reep. But it is a propaganda organization; is it not? 

Mr. Tarr. I would not say so, sir; not in the terms that you use it, 
in a rather depreciatory sense. 

Mr. Reep. Did you or your corporations send out telegrams to small 
business enterprises to come here and testify against this bill? 

Mr. Tarr. We sent telegrams to our members and supporters with 
whom we had been in touch to ask if they would appear. We in no case 
asked more than one person from any one industry. We did not care 
to flood this committee with people who repeated their testimony. 
We wanted the testimony of those who were representative of our 
membership which covers a very wide range of American industry 
and business. 

Mr. Reep. The reason I ask you that is because I have had com- 
munications wanting to know if you were the man who was signing 
these telegrams as C. P. Taft. 

Mr. Tarr. Yes, sir; that is my name. 

Mr. Reep. That is part of the propaganda you are carrying on? 

Mr. Tarr. That is part of the operation of our legislative commit- 
tee, of which Mr. Charles H. Percy is chairman. I have the mem- 
bership if you would like to have it. Those of us who are paid under 
that are registered under the Lobby Act, whether it is required by the 
Supreme Court or not. 
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Mr. Reep. But you say you are registered as a lobbyist ? 

Mr. Tarr. Certainly, I am. 

Mr. Reep. That is very good. I am glad to know that. We are 
quite well acquainted with lobbyists around here. 

Mr. Tarr. I have been a legislator, sir, and I find that lobbyists 
perform a very useful service. 

Mr. Reep. Some of them do, I will say. 

Mr. Tart. It is like politicians. I always defend politicians be- 
cause I am one and I am proud to say so. 

Mr. Reep. I am glad to have you admit it so I will not have to 
prove it. 

Mr. Tarr. I have been licked a couple of times but I think the num- 
ber of times I got in is a little bit better than I lost. 

Mr. Reep. You speak of the overwhelming sentiment you found in 
Ohio when you were running for Governor. 

Mr. Tarr. No; I said, Mr. Bender took a poll the year afterward, 
but it surprised me. Mr. Bender’s poll, I think, is accurate when it is 
a poll of the Republican precinct committeemen and committeewomen 
in Ohio. 

Mr. Reep. They were not following you all the time with their 
votes; were they? 

Mr. Tarr. The precinct committeemen ? 

Mr. Reep. Yes. 

Mr. Tarr. I think so. 

Mr. Reep. The result did not show it. 

Mr. Tarr. It did not show I got the votes, but 1 think I had the sup- 
port of the Republican precinct committeemen. You had better ask 
Mr. Jenkins about that, next to you. I did pretty well down in Law- 
rence County, I think. 

Mr. Reep. He will have his chance a little later. We have had these 
industries come in here. I think there have been 138, many of them 
are from Ohio. You have the pottery industry there. Of course, Mr. 
Jenkins is more familiar with that than I am, but they certainly have 
complained. We have some pottery institutions in the State of New 
York. 

You would say it is because they are not efficient or their styles are 
not right that they cannot meet the c ompetition of Japan. 

Mr. Tarr. I would say that their main difficulty is in the very low- 
priced items where their quality is certainly better. I think in the long 
run they will do all right and they have continued to produce more 
pottery in spite of Japanese competition. 

Mr. Reep. One of the pottery industries is in Syracuse. They are 
having difficulty. I think they are outstanding in the style of their 
product. 

Mr. Tarr. I have here a statement of United States production 
which indicates that in 1948 it was $10,606,000. 

In 1952, it was $15 million in the United States. 

During that period the imports increased at approximately the same 
rate as American production. 

Mr. Reep. That simply shows that the foreign producers are just 
now getting in shape where they can enter our market. We have 
financed practically all these countries. They are now tooled up for 
enterprise and it has been done with our money. 
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You know what the wage differential is and you know how cheap 
the transportation is by water. You feel that these people who have 
come in here and siel their case should not be taken seriously at all? 

Mr. Tarr. I think they should be taken seriously, but I think you 
should get all the facts. When you say that their unit costs are 
higher, I would only say to you that the electrical industry in the fall 
of 1953 asked the National Industrial Conference Board to make a 
study of comparative wage costs abroad, and I think it is worth com- 
menting on before this committee that neither Mr. Price nor Mr. Reed 
cared to bring that study in and put it before this committee, because 
the National Industrial Conference Board said flatly that there was 
no published information on comparable unit costs available to them. 

Mr. Reep. You figure that the differential in the wages between 
these foreign competitors and our industries is not to be considered ? 

Mr. Tarr. I will only say that our efficient producers, and I mean 
little ones as well as big ones—look at the list of the companies that 
are supporters of our committee—can compete abroad and ship $12 
billion worth of every possible kind of product in competition with 
what is produced under so-called “slave wages.” 

Mr. Reep. You are talking of a time when we had practically an 
embargo because of wars. 

Mr. Tarr. I am talking of the last 7 years. 

Mr. Reep. Well, they are just now getting into production. 

Mr. Tarr. All I can say is that what you are quoting is what was 
said to this committee in 1945 and it did not happen. 

Mr. Reep. I am not quoting, I am stating. I have here this list 
of opponents of the bill. You certainly cannot be acquainted with 
all 138 of these different industries. 

Mr. Tart. I do not claim that, sir. 

Mr. Reep. But you attempt to answer them and belittle them here. 

Mr. Tarr. Because every time I have looked it up, with 1 or 2 ex- 
ceptions, I have found that they have failed to give this committee 
the total amount of imports. They have failed to give this committee 
the total amount of United States production and in every case imports 
are a small fraction of U. S. production. United States production 
has continued to go up, with some exceptions, of course. 

Mr. Reep. Do you mean to tell this committee that these outstand- 
ing businessmen came in here and deliberately withheld things we 
ought to know? 

Mr. Tarr. I can only point to Mr. Lewis this morning who told his 
employees something different from what he told this committee. 

Mr. Rerp. I am talking of this list of 1388 people who have come 
here, including Members of Congress. Do you think they have come 
in and suppressed facts we ought to know? 

We have to have facts in order to legislate properly. 

— Tart. I am telling you they have not given you all the facts in 
all cases. 

Mr. Rerep. Why discredit these men who have made a success in 
business ¢ 

Mr. Tarr. I would like to point out one example of a gentleman 
whom I respect very greatly. Mr. Phil Reed. Mr. Reed did not tell 
you, neither did Mr. Price, of Westinghouse, that the major forei 
producers of heavy electrical equipment maintain repair facilities in 
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Canada where they can repair any parts damaged in their United 
States installations. 

Mr. Reep. Nobody asked them to furnish that information. 

Mr. Tarr. All right, but that is a very important item if they are 
talking about national defense. In wartime the Canadian production 
becomes practically a part of American production. 

As a matter of fact, we often find today that when we attempt to get 
statistics about export and import trade, American companies include 
Canadian sales with American sales. 

I say repair shops in Canada on important defense installations 
for power are a very important ae of the defense picture. It was 
not presented by Mr. Reed, or by Mr. Price. 

Mr. Reep. They were not asked that question. 

Mr. Tarr. All right, but that is part of the picture. We are trying 
to tell you what the total facts are. 

Mr. Reep. They come in here and they state their facts as they see 
them. 

Mr. Tarr. It is up to us on the other side to try to state additional 
facts that seem to change the picture. 

Mr. Reep. Then there is another thing that this bill is doing. Why 
is it that we are starting to put our industries abroad? Some of 
my industries are folding up now and they are good industries and 
they are efficient industries, but they find it preferable to build a fac- 
tory abroad. They have always treated their labor well and paid good 
wages here. 

Mr. Tarr. There are actually only a few of them. I don’t know 
which they are, as a matter of fact, but there may be a few of them 
which are reducing their employment in the United States when they 
put their plants abroad. 

All the ones I know about specifically are not reducing their em- 
ployment when they put a plant abroad. They are expanding employ- 
ment here. 

Mr. Reep. What about the toy manufacturers in the United States? 
Do you think they should be put out of business ? 

Mr. Tarr. No, sir; but the toy industry in Cincinnati is shipping 
toys to Venezuela and is very much interested in not having a quota 
put on residual fuel oil. 

Mr. Reep. We have built it up since the war. We did not have 
any toy industry of any consequence before the war. 

Mr. Tarr. I can only say to you that the toy industry in the United 
States, according to a piece that appeared in one of the business papers 
just a week or so ago is staying ahead of any import competition be- 
cause it is continuing to make new kinds of gadgeteered toys that 
American children want as compared to anything that can be imported 
from abroad. 

ey Reep. But the toy industry was built up by the tariff, was it 
not ¢ 

Mr. Tarr. I would question that, with all respect. I think it was 
built up by the ingenuity of American toymakers. I don’t think it 
took any tariff for Mr. A. C. Gilbert to invent the line he is building. 

Mr. Reep. What do you say about the china industry in Ohio. 
How was it built up? 

Mr. Tarr. I just gave you the figures. 
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Mr. Reep. I ask how was it built up? 

Mr. Tarr. I don’t know much about the china industry. Mr. Jen- 
kins can probably tell you. 

Mr. Reep. I don’t want to impose on him when I have a man before 
me who knows everything. 

Mr. Tarr. Oh, no, sir; I never claimed that. 

Mr. Reep. Let us give a little history of this pottery business. At 
the close of the low tariff period of 1860, there was but one pottery in 
oe United States with two small kilns. There were no decorating 
kilns. 

In 1873, encouraged by the tariff and the gold premium, which was 
added protection, we had increased to 20 potteries, with 68 kilns, but 
still no decorating kilns. 

The capital invested was $1,020,000, and the value of the product 
was $1,180,000. 

In 1882 there were 55 potteries, 244 kilns, 26 decorating kilns, with 
a capital invested of $5,076,000, and an annual production of 
$5,299,140. 

The wages paid in the potteries in 1882 were $2,387,000 and the 
number of employees engaged therein, 7,000; the ratio of wages to 
sales, in 1882, was 45 percent. 

In 1889, there were 80 potteries, 401 kilns, and decorating kilns 
had increased from 26 in 1882 to 188 in 1889. 

The capital invested in the latter year was $10,957,357. 

The ee of the product was $10,389,910. 

Amount paid in wages, $6,265,224, and the number of employees 
engaged, 16,900. 

The ratio of wages to sales was 60 percent of decorating ware and 
50 percent of white ware. 

he percentage of wages to value of product, it will be observed, 
advanced from 45 percent in 1882 to 60 percent in 1889. 

The total importation for 1874 and 1875 of earthenware was to the 
value of $4,441,216, and in 1888 it ran up to $6,476,190. 

The American ware produced in 1889 was valued at $10,389,910. 
The difference between the wages of labor in this country and com- 
peting countries in the manufacture of earthenware was fully 100 per- 
cent. That was a debate of McKinley in 1890. 

You can take industry after industry in this country and if it had 
not been for tariff protection they would not have been built up that 
way. 

Now, we have the lowest tariff, as our Secretary of State indicated, 
the lowest tariffs of any industrial nation in this world. 

Now, you want to cut them again. You think these men who are 
coming in here and complaining about these proposed cuts do not know 
what they are talking about; is that right? 

Mr. Tarr. I would not make any such general statement, sir. I 
can’t go back to 1875 or 1880 as you have there. I gave you the figures 
for the increase in United States production of chinaware, household 
table and kitchen articles, which has increased every year right down 
through the last year for which they have any figures. 

It increased from 10.6 million to 15.6 on in 4 years from 1948 
to 1952. 

Now, so far as the height of the tariff is concerned, I don’t know 
that I need to do more than to give to the committee, material which 
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they have already received in our memorandum on the height of the 
tariff. But I have already referred to one very basic error in the use 
of average tariff figures and I gave you some figures on the tariff on 
chemicals which indicated that the tariff certainly is not at all low, 
to say the least. 

Mr. Reep. You read what happened to the chemical business you are 
talking about, how the Germans dumped their stuff here and ruined 
our industry. 

Mr. Tarr. The chemical business is a case where the tariff was not 
only necessary but wise and desirable when they started it. 

I say now it is not necessary for the preservation of the chemical 
industry. 

Mr. Reep. That is what they thought then when the Germans 
dumped their stuff in here and killed our investments. 

What about tin? How was that developed in this country? Was 
not the manufacture of tin developed with a tariff? 

Mr. Tarr. You mean tinplate? 

Mr. Reep. Yes. 

Mr. Tarr. That may be, sir; this all goes back much further than 
any period in which industrial production for the first or second war 
became necessary. 

Mr. Reep. We are basing this fight we are making on experience. 
We are trying to save industries and eliminate the difficulties of 
these people who have come in here under our system of government 
and told their story as to what is happening to them and what they 
= va oing to happen to them. 

AFT. At the same time, sir, you are saying that all we tell you, 
dam what is going on in the last 6 years, has no relevance at all. 

That is experience, too. 

Mr. Reep. I am not saying it at all. You have to go back and get 
the background of the history of the tariff and what it has done to 
this country. 

Now, you come in and want to tear it down and have free trade. 

Mr. Tarr. No, sir. 

Mr. Reep. How far do you want to go in lowering tariff ? 

Mr. Tarr. I would say that the full tariff reduction authority of 
H. R. 1, according to our estimate, if it were put into effect all at once 
instead of over 3 years and gradually and selectively, would not be 
more than 15 percent, or one-seventh of the way toward free trade. 

It is not proposed it should go in effect that way. 

Mr. Reep. In your statement on page 13 you say in every industry 
the European pays 2 or 3 times more for his capital than his American 
competitors. 

Mr. Tarr. Yes, sir. 

Mr. Reep. That is a very broad statement. 

Mr. Tarr. I believe it to be true. 

Mr. Reep. It is my understanding that the interest rate on invest- 
ment in the Netherlands and Switzerland is comparable to ours. Is 
that not a fact? 

Mr. Tarr. That could be. 

Mr. Reep. In fact, Switzerland is an exporter of capital. 

Mr. Tarr. That could be. 

Mr. Reep. The Swiss are looking for places to invest their money. 
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Mr. Tarr. That is correct. 

Mr. Reep. About $9 billion of the countries we have been aiding 
who are now depositing gold in the bank of New York. 

Mr. Tarr. I would say that is a compliment to us because they find 
it desirable to invest here. That also is a very great asset from the 
standpoint of defense because if we should get into a war it would then 
be possible for them to pay us in dollars for the supplies that they 
would still have to buy from us. 

This is exactly what happened in the first war and in the second 
war when the British used a very large part of their investments in 
the United States in order to pay for supplies from us. 

Mr. Reep. I remember that very well. But the reason many of 
them put their money over here was to escape taxes instead of trying 
to carry the load that we carried. 

Mr. Tarr. I don’t find that our investments abroad escape taxation 
in the United States. 

Mr. Rerep. Do you believe that the interest rates in England are 
far different than ours? , 

Mr. Tarr. I am talking about the cost of investing around the 
world in general because our investments are placed not just in 
England, or in Holland, or in France, where the cost is certainly 
higher, but also in very many other countries, such as India, Australia, 
and others, and my statement applies to the world in general, not to 
a particular country in Europe. 

Mr. Reep. I believe you stated on page 13 with reference to the 
European businessman : 


In every industry his power costs are higher. 


Mr. Tarr. That is what I am informed, sir. 

Mr. Rep. Now, I realize that in many European areas power is 
relatively expensive, but electric power is cheaper in Norway, probably 
is as cheap or cheaper than in many areas of the United States. 

What is the basis of your statement without any qualification that 
in every industry European power costs are higher ? 

Mr. Tart. I believe that to be correct, sir. I will be glad to have 
it checked, or rebutted by anyone who wants to present testimony to 
the contrary. 

Mr. Reep. On page 12 of your statement, Mr. Taft, referring to 
the recent difficulties of the wool-textile industry, you have commented 
that the rash of mergers in the last year has helped. 

Mr. Tarr. Yes, sir. : 

Mr. Reep. I am disturbed over the implications of that remark. 

I have commented before upon my belief that the impact of cheap 
foreign imports would fall most severely upon small nonintegrated 
businesses in the country. Up through my country, payrolls are the 
backbone of many and many a fine American community. The pay- 
roll is of the utmost importance to keeping the people in jobs where 
they can live a real American life. 

If a foreign industry comes in and cuts out one of those industries 
and makes that town practically bankrupt and a ghost town, do you 
agree with the theory that was presented to the Randall Commission 
that we should have a fund and step in and move that community and 
retain the people in some other job? 
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es. 
* Mr. Reep. That is all. 

Mr. Tarr. I may say this whole Capers of readjustment is a very 
important one. I would say that. the ability to readjust is one of the 
things which has made our industry strong. 

Diversification is certainly one of the most essential elements in 
making industry strong. I can give you several examples of that. I 
know of a manufacturer who says “ am going to make my kind of 
bicycles and nothing else until hell freezes over,” then hell will surely 
freeze over him. 

Look at Minnesota Mining and Manufacturing. They make scotch 
tape, and Lord knows whatelse. Look at Diamond Match. They just 
bought a week ago General Package which makes, for example, pack- 
ing equipment, of all things. Elgin Watch has an electronics sub- 
sidiary which just got a big Government contract in the electronics 
area, and has nothing to do with watches. Look at Hamilton Watch, 
whose Mr. Sinkler came in here representing the watch manufacturers. 
They just bought the Hathaway Instrument Co. in order to get into 
miniature electronics and automation. 

New England has probably lost 70,000 textile jobs. But it has 
gained Well Ged 400,000 jobs over the same period in machine shops 
and electronics and radio parts and aviation. 

This has not been particularly advertised. If you look at the 
New York Times this morning, you will find on the front page the 
story of the Amsterdam situation in New York with which I have 
no doubt you are familiar. In this story the reporter in describing 
the New England situation refers to the “leukemia of New England.” 

I was in Fall River about a year ago sitting next to a banker on one 
side and a little retailer on the other who began to express their dis- 
taste for the kind of newspaper publicity they were getting because 
they say they advertised every firm that closed and they paid no at- 
tention to the new firms that came in. 

They gave as an example of this the fact that Fall River about 2 
months before had the highest employment in its entire industrial his- 
tory and this is true, in general, in New England. 

Now, I recognize that some of those who were working in textiles 
have not gotten jobs. Mrs. Rogers put a table in the Congressional 
Record just a few days ago that showed that. I would say that this 
represents a very sad commentary on the fact that we have not done 
a good job on retraining. We should have learned it during the 
depression, and we did not. 

Ve, in our committee, have proposed and do propose that, as part of 
a readjustment program, unemployment compensation be extended in 
such situations. In this we quite agree with Mr. Eberharter, whose 
bill incorporates a great many of the suggestions we have made. We 
feel that such compensation should be extended on condition that the 
recipients take retraining. 

It would be provided under Federal programs, and it is a case where, 
it seems to me, it would be a service to them. It is not a question of 
promoting something to happen, it is a question of meeting the situa- 
tion when it does happen. If you take the case of Amsterdam, N. Y.., 
for instance, here is a 100-year-old plant which is completely out of 
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date. It can no longer compete, not at all because of imports, but 
because people will not buy old-style Axminster rugs any more. They 
insist on having a nice thick cotton tuft, so they can stand on it and 
feel rich when they get up inthe morning. That is what itis for. It 
is out of date, and the plant is out of date. 

They are proposing to move it to Thompsonville, Conn. Iam sorry 
but if I had that choice to make I am afraid I would make it and I 
would take plenty of time and try to work out the readjustment for the 
people there that do not want to move. 

That kind of readjustment is what has made this country. I submit 
to you it is something on which we should at least help the people if 
we get into that kind of situation. 

Mr. Reep. You do not believe in protecting any of these infant 
industries as we have in the past? 

Mr. Tarr. I would not call the Sanford plant in Amsterdam, that 
has been there 100 years, an infant industry, and I would not call the 
chemical industry an infant industry. 

Mr. Reep. You are speaking of all these new developments that are 
going in to take their place? 

Mr. Tarr. They do not need any protection at all. 

Mr. Reep. I do not want to feel that if I ever grow old some foreign 
competitor is going to shoot me. I do not want that philosophy. I 
feel the same way about industry. 

Mr. Tarr. I want to tell you that I would get in front of you first, 
Mr. Reed. I do not want that to happen. 

The Cuatrman. Mr. Eberharter, Bio bitk: will inquire. 

Mr. Esernarter. Mr. Taft, I enjoyed your opening statement very 
much. I might say I enjoyed a little more the questions asked by 
Mr. Reed which shows his philosophy. I do not think I will comment 
on that. But 1 thoroughly enjoyed your answers to the questions 
antag by Mr. Reed, I certainly do hope that Mr. Reed has not 

een too much upset or disturbed by your testimony. 

I note in opening his questioning that he first. referred to your 
organization as a propaganda organization. Now I do not think he 
meant that in a sort of praiseworthy way. But are you familiar, Mr. 
Taft, with the advertisement that was put in the New York Times 
by the American Tariff League, a 4-page advertisement ? 

Mr. Tarr. Yes, sir; I am familiar with it. There was another 
one before that, sir. 

Mr. Enernarrer. Let me ask you this: Did your organization spend 
anywhere near the amount of money that the American Tariff League 
spent on propaganda of this sort? 

Mr. Tarr. We have not spent any on that. We do not have the 
money even to think about it. I do not think we would do it if we had. 
But we have not done it. 

This appeared not only in the New York Times but in the Journal 
of Commerce, in the Washington Post and Times Herald, and in one 
of the Detroit papers. I have not checked, but I rather think it 
appeared in some other papers also. 

I may say we prepared a commentary on it. I do not want to take 
the time to read it to the committee, but I will be very glad to hand it 
in for the record. We have copies for the committee. 

The CuarrMan. Without objection, it may be included in the record. 

(The document referred to above follows :) 
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ADDITIONAL STATEMENT SUBMITTED BY Mr. CHartes P. Tart, PRESIDENT, 
COMMITTEE FOR A NATIONAL TRADE Poticy, INc. 


AMERICAN TARIFF LEAGUE ADVERTISEMENTS, WEEK OF JANUARY 24-28, 1955 


During the week of January 24 to January 28 the trade information service 
of the American Tariff League, Inc., ran two advertisements, full page in every 
instance, in many leading metropolitan newspapers. The main advertisement 
which appeared on January 26 in the New York Times, Washington Post and 
Times Herald, and the New York Journal of Commerce (among others), has a 
montage of headlines clipped from the Foreign Commerce Weekly, published 
by the United States Department of Commerce, covering the period October 11, 
1954, to January 17, 1955. Underneath the montage is the headline “The Free 
World’s Doing Fine—So Why the Rush About H. R. 1?’ The headlines from 
the Foreign Commerce Weekly, as printed in the advertisements, indicated that 
business was good throughout the countries named. Sample headlines were 
“Good Prospects Seen for Swiss Economy,” “Egypt Optimistic About Future 
Business,” “Philippine Foreign Trade Rises,” etc. 

However, the 22 news items were from only 14 countries, with 5 items on 
Germany and 2 each on Egypt, France, England, and Switzerland. The remain- 
ing items covered Jamaica, Austria, Mexico, Netherlands, Belgium, Italy, 
Philippines, Japan, and Denmark. 

South America was ignored, as was Canada, while only Japan and Egypt in 
the Far or Near East were included. The emphasis was on Western Europe, 
with particular attention to West Germany. Germany, with no defense force, 
requires no production facilities for her own armament program. 

The Foreign Commerce Weekly, covering the same period of time as the items 
appearing in the ads, shows similar items indicating that business is not as 
good as the ads would indicate. Besides the countries named in the advertise- 
ments, there were pessimistic items on Ireland, Canada, India, Israel, Columbia, 
Uruguay, and Paraguay. Typical of the contrasts shown is the following: 

The ad carried an item from the Foreign Commerce Weekly of October 25, 
1954, which read “French Shipments to United States Rise.” A clipping from 
the November 22, 1954, issue reads “French Exports to United States Still Down.” 

The second half of the main ad reads as follows: 

“H. R. 1, the leadoff bill before the new Congress, proposes to cut tariffs again. 
More tariff cuts, sponsors of the bill contend, are imperative to ‘foster world 
trade.” 

“The same plea was made a year ago, Congress, aware that United States 
tariffs were already at their lowest level in history, refused. Instead, it asked 
the United States Tariff Commission to study the effect of existing rates and 
possible changes. Part of that work has been done, but has not yet been made 
public. A report on other parts of the work is due in March.” [Our italics.] 

Congress did not “refuse” the President’s program. It never had a chance 
to act on it. Congress did not ask the Tariff Commission to make a study of 
the effect of all existing rates and possible changes. 

What the Congress did is as follows: It extended the Trade Agreements 
Act for 1 year. On March 15, 1954, the Senate Finance Committee, acting on a 
resolution introduced by Senator Millikin, requested the Tariff Commission 
“to make an investigation and report to the Senate Committee on Finance the 
findings of the Commission with respect to each article being imported into the 
United States which, in the calendar year 1953, had an average equivalent duty 
rate of 50 percent ad valorem or higher as to (1) the limit to which a modifica- 
tion, imposition, or continuance of such rate of duty may be made or extended 
without causing or threatening serious injury to the domestic industry producing 
like or directly competitive articles, and (2) if increases in duties or additional 
import restrictions are required to avoid serious injury to the domestic indus- 
try producing like or directly competitive articles, the minimum increases in 
duties or additional import restrictions required. 

“Such report shall be made by the Tariff Commission to the chairman of the 
Senate Committee on Finance not later than December 1, 1954.” 

The Tariff Commission report has been completed and delivered to the com- 
mittee, but has not been made public. 

Aside from two current investigations under section 232 of the tariff law 
into two individual commodities, fluorspar and hardboard, the only other investi- 
gation on which the Tariff Commission is engaged at the request of Congress 
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is the tariff simplification study ordered under H. R. 10009 (Public Law 768, 
3d Cong.). 

This law requires the Tariff Commission to make a study of tariff classifications 
for the purpose of revising classifications, not the “effects of existing rates and 
possible changes.” 

In the text of the main ad there is an appeal to the voters to keep the members 
of the Ways and Means Committee from presenting the bill to the House under a 
“closed rule,” thus preventing amendments to the bill on the House floor. The 
House Rules Committee decides on the question of open or closed rule, not the 
Ways and Means Committee. 

Another set of advertisements said: 

“The State Department plans to negotiate United States tariff cuts on each 
of these products (listed in the ad) at a meeting with 30 other countries in 
Geneva, Switzerland, next month.” 

The American Tariff League knows, none better, that there is no such inten- 
tion. In the large majority of cases tariffs affected by any trade agreement are 
“bound,” not “reduced.” “Across the board” cuts have never been negotiated 
by the United States under the Trade Agreements Act, and the President has 
specifically pledged himself against it now. 

The January 26 ad also said: 

“H. R. 1 brings up for reduction every single tariff rate now in effect, regard- 
less of how often or how deeply cut in the past.” 

The Tariff League well knows that H. R. 1 would grant authority to reduce 
tariffs only if reciprocal concessions were granted after negotiation. In 30 
percent of the dutiable imports in 1952, the authority to reduce tariffs granted 
in H. R. 1 represents a reduction in existing authority, not an increase. 

The main advertisement put six questions under the headline: “These Ques- 
tions Relating to H. R. 1 Have Never Been Answered.” These six questions were 
answered before this committee by top Government and business leaders. The 
American Tariff League just did not like the answers. 


Mr. Expernarter. Do you have any idea what the cost of one of 
these full-page ads in the New York Times is? 

Mr. Tarr. I am sorry, I do not know that. 

Mr. Exsernarrer. Would you say that the American Tariff League 
is a propaganda organization ¢ 

Mr. Tare. I would rather not describe it in any way except by what 
it has done. 

Mr. Drncett. Mr. Chairman, a point of personal privilege? 

I would like to have my good friend Mr. Eberharter permit me to 
ask aT the clerk ascertain the advertising cost and put it in the 
recor 

Mr. Srupson. Will you offer that for the record? 

(The information requested follows :) 

The New York Times advertising office provided the following information on a 


full-page advertisement. These prices would vary depending on what position 
in the paper itself was wanted: 


For Sunday edition (2,400 lines, at $2.32 per line) 
For daily edition (2,400 lines, at $1.89 per line) 

Mr. Esernarrer. I will offer two advertisements—one appearin 
in the Journal of Commerce, January 24, 1955, by the American ring 
League, and also one appearing on J anuary 26, 1955, in the New York 
Times, by the American Tariff I League—each "of which are full- -page 


advertisements, to set the record straight regarding propaganda. 
The CHairman. Without objection, it is so ord dered. 
Mr. Stmpson. Would the gentleman have those printed and sent 
around to show how to educate the public? 
Mr. Experi ARTER, It all depends on whether you call it “education” 
or “propaganda.” 
(The papers referred to above follow :) 
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THESE QUESTIONS RELATING TO H.R.1 HAVE NEVER BEEN ANSWERED 
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IF YOU’RE ON THIS LIST 
YOU’RE IN TROUBLE 


HERE’S WHY: 


FIRST, the State Department plans to negotiate U. S. tariff cuts on each of these 
products at a meeting with thirty other countries in.Geneva, Switzerland, next month. 


SECOND, not sure of its legal authority, the State Department has asked Congress 
for sweeping power in House Bill H.R.1.Hearings on H.R.1 are under way in Washington. 


Can you and your workers meet the competition of wage rates 
that are one-tenth to one-half of what you pay? 


These low wage rates are paid in most of the countries with which 
the State Department plans to negotiate reduced tariffs. Even our 
present tariff rates, now ‘at the lowest level in history, fail to make 
up this difference in labor costs. Nevertheless, Congress has been 
asked to provide for widespread new tariff concessions in H.R.1, and 


the bill has been made the first order of busmess for this session, 

The list of products involved in the Geneva negotiations was 
published November 12, 1954. Hearings on specific products are 
now closed. But quick action can still keep H.R.1 from being 


rammed through Congress. 


CHECK THIS LIST NOW! 


If it names any product in which you are interested, consider the effects of low-wage foreign competition on your business, - 


on your workers, your stockholders, your community. Let your Congressman know about it... IMMEDIATELY 
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This list of products is by no means complete. The full Geneva list and complete definitions are published in Depart- 
ment of State Publication 5653, Commercial Policy Series 145, available for twenty cents from the Superintendent of 
Documents, U. S. Government Printing Office, Washington 25, D. C. 


Don’t think, however, that if you’re not on this list, you can’t be affected. Every product in the United States 
—farm as well as factory—that is now subject to tariffs or quotas can be affected by H.R. 1. 
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Mr. Exveruarter. I want to point out that the Committee for a 
National Trade Policy is an educational organization and not a propa- 
ganda organization. 

With relation to the bill that I introduced, Mr. Taft, would you say 
that it was wrong, in case a community is harmed generally by im- 
ports, for the Federal Government, through the Small Business Ad- 
ministration, to make the community or business a loan in order to 
tide them over a rough spot when they are trying to make adjust- 
ments? 

Mr. Tarr. We approve of that. Our committee considered this 
over a year ago in our proposals to the Randall Commission and - 
proved that proposal on the assumption that credit was not available 
through normal commercial channels for the purpose. 

Mr. Exseruarrer. And likewise, if a special provision was made 
giving accelerated depreciation to finance investment in new business, 
if a community or an industry was harmed, and give them accelerated 
amortization, would that be contrary to policies which this Govern- 
ment has followed before? 

Mr. Tarr. I do not know what the position of the administration is 
now on it. I think I would personally favor it, although I don’t think 
it was specifically mentioned in the proposal that we made. 

Mr. Exsernarter. It is proposed in the bill that I introduced to 
give a little special incentive. 

Mr. Tarr. I would say it is a = proposal. 

Mr. Exsernarter. Likewise, for the Government services to give 
technical information and to make market research facilities available 
to these communities that are especially hard hit or industries that 
are especially hard hit by imports? 

Mr. Tart. I would say so. 

I would like to emphasize, however, that I think you must start with 
a very strong local committee. 

Mr. Esernartrer. That is right. 

Mr. Tarr. This is true, for instance, in Lawrence and Lowell, Mass., 
where they have such committees for this purpose. 

Then I think you should also call upon the State development com- 
mission which exists in about 41 States out of the 48. This is not 
always used to working in this area, but it very readily can, and most 
of them have worked in this area. 

For instance, the example which we presented to the Randall com- 
mission—and we will be very happy to present our report on it here, 
if you wish—it was on Iron Mountain, Mich., where first the mines ran 
out or at least employment went way down. Then Mr. Ford put a 
wooden station wagon boey plant in, and when the public decided 
they did not want any more wooden station wagon bodies, he had to 
close it down. 

Then through the State development commission of which Mr. 
John Coleman, the chairman of our committee, is a member, and with 
the help of the local committee they secured enough new businesses to 
come in so that in the summer of 1953 they had more people employed 
as they had had when the Ford plant was going full blast in that town. 

I feel certain that the Small Business Administration could be 
very helpful in exactly that way in getting a wider scope than perhaps 
the State development commission would be able to get with its own 
more limited area of information. 
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Mr. Eseruarter. And if all of this's ted aid was only given 
after proper investigation, with proper safeguards, you think it would 
be in the best interest of the national economy ? 

Mr. Tarr. Yes. 

And I would point out that it is not a subsidy but a temporary 
financing operation and an advice operation which is certainly most 
needed and very helpful. 

I may say this is one of the few cases in which our committee did not 
agree with the Randall Commission. We thought this should have 
been included in their recommendations. 

Mr. Exsernarter. That is how your committee feels? 

Mr. Tarr. Yes, sir. We said so when their report came out. 

Mr. Exsernarter. I do not think you have touched on it yet, but 
the machine-tool industry appeared Gone and they opposed this H. R. 
1. Iam wondering if you have anything to say regarding the machine- 
tool industry, whether that is a prosperous industry and whether or 
not they really need any protection. 

Mr. Tarr. I would say this about the machine-tool industry: It is 
probably one of the most important single foundations of our defense 
base. It seemed extraordinary to me that this was not recognized 
immediately after the Korean war began, as I know from friends in 
the industry. They were unable for too many months to get raw 
materials allocated to them by the Government. 

This industry is absolutely essential for defense ; there is no possible 
question about it. The value of its production is approximately 
$1,250,000,000. Its exports are approximately $178 million, and im- 
ports of machine tools are approximately $37 million. 

Now, I would say right away that this is perhaps not altogether 
a fair presentation because the machine-tool industry is made up of 
a number of segments which are quite different from each other. In 
other words, one company may make milling machines, another com- 
pany may make turret lathes, another company may make some other 
kind of machine and so on. 

So that the figures, while they give an overall picture, may not be 
quite correct for an individual part of the industry. 

We have one member at least in the machine-tool industry on our 
committee, but the industry, as you say, has come out against the bill. 

I think this position represents in considerable part the philosophy 
of one of the leaders in the industry as was expressed in the United 
States News & World Report about a year ago. It was not so much 
fear for his own industry, as against imports, as it was for the small 
equipment and machine companies that he feels cannot compete be- 
cause of their high labor cost. . 

Now, on this I can only say that where he is talking about another 
part of industry than his own, we just do not agree with him. Un- 
doubtedly a good part of our entire technological development, which 
has been perfectly extraordinary in this last war and since then, has 
been due to the initiative and the extraordinary production of the 
machine-tool industry. 

In the manganese statement to which I referred, the gentleman said 
that. if the United States manufacturing concerns put in the new ma- 
chines that could now be secured in place of obsolete machines, it would 
save them $114 billion in cost per year. 
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Now, that is a market which I assure you is as big as our entire 
machine-tool industry can fill. It would be a very good thing for 
the United States. The amount that would be cut into that by foreign 

roducers would certainly be unimportant; certainly no more than 
the dollar figures in the ratio I gave you a moment ago. 

Not only in the improvement of our own production, but in this 
extraordinary new industrial revolution which is starting around 
the world, there is the most extraordinary opportunity for the Ameri- 
can machine-tool industry. I cannot believe that they are going to 
let. it go when they can produce machines that are better machines 
than any abroad. 

Some of the people abroad produce very good machines. This is 
what seared some of our PRosnenrs when they saw them at the Belgium 
show. a year ago last fall. 

But I would submit to this committee that the record of the machine- 
tool industry is such that we can have confidence it will stay out in 
front as the foundation for our entire defense production. 

Mr. Esernarrer. Thank you very much. 

That is all. 

The Cuarrman. Mr. Jenkins, of Ohio, will inquire. 

Mr. Jenxins. Mr. Taft, I have never known any other member 
of your organization but you. I wonder who some of them are. 

Are there any businessmen among them ¢ 

Mr. Tarr. They are almost all businessmen. I may say that our 
legislative committee consists of Mr. Charles H. Percy as chairman, 
whom you heard here. 

Mr. Jenkins. We had him here before us. 

Mr. Tarr. Mr. James S. Schramm, who is our executive vice chair- 
man and who testified first here, who is the executive vice president 
of a chain of department stores in Iowa, with his headquarters in 
Burlington. 

Mrs. Rachel Bell, who is one of our employees, and who is also 
registered. 

Mr. Jenkins. What kind of work does she do? 

Mr. Tarr. She is director of our Washington office. Then the rest 
of our committee are all businessmen: Mr. Carl J. Gilbert, vice presi- 
dent of Gillette; Mr. Joseph H. Barr, who is vice president of the 
United Aircraft Export Co.; Mr. J. C. Lanier, of Crsenviile, N. C., 
who is with the Tobacco Association of the U. S.; Mr. Raymond 
H. Vernon, who is an officer of a company in Newark, N. J., Mr. Her- 
bert. Kraus, who is from San Antonio, Tex., who is a small-business 
man down there, he testified here; Mr. Richard L. Davies, of Phila- 
delphia, and I do not know. his business. So far as our directors are 
concerned, I will be glad to hand up this to the committee. 

Mr. Mason. We already have that. 

Mr. Tart. I was asked, Mr. Mason; so do not blame me. 

Mr. Jenkins. Have you ever managed any business concern where 
you hired people? 

Mr. Tarr. Yes, sir. I was a bureaucrat for about 414 years, where 
1 had an operation that ran probably $114 million of expenditure and 
about 450 people. I have been a receiver also of a number of smaller 
companies on various occasions. 

r. JENKINS. Are you referring to the work you did when you 
were with the Government ? ' 
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Mr. Tart. Yes, sir; I was first inthe Federal Security Agency where 
we had an operation that went all over the United States. 

Mr. Jenxtns. In your first paragraph you say : 

On the other hand, almost all the testimony in opposition to the bill has come 
from groups which were worried about some particular product or some particu- 
lar segment of their industry. 

I think that is a very serious indictment that you have brought against 
a lot of fine people who have appeared before us. ' 

Mr. Tarr. That is not an indictment, Mr. Jenkins. I was attempt- 
ing to describe them accurately, and I certainly am not reflecting 
against any of them. 

Mr. Jenkrns. You have not described them accurately when you 
classify them like that because there are many fine people, Vie: bianiiend 
men, who are worried about their business, and they ought not to be 
cast out in a paragraph like that by you or anybody else. 

Mr. Tarr. I will be glad to submit that to anybody on the outside. 
It is not intended as any reflection on them. And I do not think it is. 

Mr. Jenkins. You say in the next paragraph: 

The people in one fragment of the chemical industry, part of the watch industry, 
some segments of the petroleum industry, and some of the electrical industry, 
have told you that more tariff reductions will hurt our defense production 
facilities. 

Now you proceed to demolish them by saying, “But Secretary Dulles 
and Secretary Wilson,” do so and so. 

That just gives us to understand that you look 0 these people, 
who make these complaints, as not speaking truthfully. In fact, I do 
not like that because a lot of them are my friends and come from my 
section of the country. 

I want to say now that when you and Mr. Eberharter come to move 
these people out, I want to be there when you come into my district. 

Mr. Tarr. Mr. Jenkins, I can only point out to you that household 
china and tableware production has increased by almost 50 percent 
from 1948 to 1952, and so far as I know is still increasing. 

I do not think that they are going to be out of work. Their predic- 
tions are based on fears, the same fears that they expressed 10 years 
ago and it has not happened, and I do not think it is going to happen. 

Mr. Jenxrns. As a matter of fact, they are out of work now; many 
of them are out of work. 

Have you ever seen a coal mine? 

Mr. Tart. I have talked about coal. I told you how many people 
are out of work. I said it is not due to residual oil but to a sick coal 
industry. It is due to strip mining to a very considerable degree. I 
was down in southern Kentucky where they had about 10 percent strip 
mining 5 years ago and now it is 50 percent. 

Mr. Jenxrns. Do you know whe: 

Mr. Tarr. I know why down there, yes; and I can give you the an- 
swer to that. 

Mr. Jenkins. They have a lot of etry mining in my territory. 
But why are the big mines all closed down ¢ 

Mr. Tarr. Because strip mining is more efficient in production and 
costs less. 

Mr. Jenkins. I happen to know a good deal about strip mining and 
other kinds of mines. 








TRADE AGREEMENTS EXTENSION 2485 


Mr. Tarr. I had Mr. Wilhelm from St. Clairsville with our commit- 
tee, and he knows more than either one of us about mines. He has been 
in it and he is now consultant for the strip miners. 

Mr. Jenxtns. When you say that the conditions of mine industry in 
my territory can be blamed on a lot of incompetent people or people 
that have not reasoned things out, you ought to come down and see 
our people and bring with you Dulles and Wilson in order to put you 
right. They have been out of work for months and months. 

Mr. Tart. I did not say that. I said it had substantially nothing to 
do with the imports of residual fuel oil. 

Mr. Jenkins. That isa point. They say they do. 

Mr. Tarr. They did not tell me that in Kentucky. They said it 
was strip mining. I have a string of telegrams, too, that somebody 
got somebody to send to me that came in when I was in Kentucky 
recently. They said “We are deep miners and we are not going to get 
any jobs in strip mines.” 

Mr. Jenkins. You come in my district when you come to move them 
out, and we will show you some of these people who are interested in 
the idleness in our section. 

Mr. Tarr. I am not proposing to move them out. 

Mr. Jenxrns. You talk about it. 

Mr. Tarr. I say in some cases. I do not know whether the situa- 
tion in your area is that way or not. 

Mr. Jenxrns. You brought it up. 

Mr. Tarr. There is strip mining going on in the national forest in 
Lawrence County. 

Mr. Jenkins. You talked to Mr. Eberharter as though you wanted 
to gain his acclaim. 

Mr. Tarr. I am saying technological advance is going to put peo- 
ple out of work as it always has. Mr. Sam Gompers was in the cigar- 
making business, and some people went ahead and kept doing it by 
hand, and they lost their jobs. do not know what we can do to stop 
that. 

Mr. Jenkins. Mr. Sam Gompers has been dead a long time. 

Mr. Tarr. He sure has, but not longer than the figures that Mr. 
Reed threw at me. 

Mr. Jenkins. Let us get back to the pottery business. You men- 
tioned.the names of John Coleman and Charles Percy. We have seen 
Charles Percy. I do not know that I have ever heard of John Cole- 
man. 

Mr. Tarr. He runs the Burroughs Corp. 

Mr. Jenkins. I have heard of Clarence Randall. Do you know 
who wrote this H. R. 1 we talk so much about ? 

Mr. Tarr. It was introduced by Mr. Cooper and Mr. Kean, and 
Mr. Kean introduced one like it last spring. em going to give them 
the credit for those three bills every time I get up here. 

Mr. Jenxrns. Then you do not know; but there are people around 
here who say that Mr. Randall prepared this bill. Do you have any 
control over him? Could you bring him before us? 

Mr. Tarr. I think you had better ask Mr. Reed, Mr. Simpson, 
Mr. Cooper, and Mr. Richards, and several others who were on the 
Randall Commission, because, as I understand it, they instructed their 


staff to get up a bill. Maybe they did not; I do not know. That is 
what I thought. 
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Mr. Jenkins. I thought if you had any control over Randall we 
would like to see him, anyhow get a look at him, before we go ahead 
and vote on his bill. 

Mr. Tarr. He is not a member of our—quote—propaganda organ- 
ization—unquote. 

Mr. Jenxins. Now, while we are talking about that, I notice in 
one of your paragraphs in your paper you have this language—— 

Mr. Tarr. ich is that, sir? at is the name of it? 

Mr. Jenxins. That is the charter. [Reading:] 

No part of any of the net earnings of the corporation shall inure to the benefit 
of any member or individual and no substantial part of the activity of the cerpo- 
ration shall consist of carrying on propaganda or otherwise attempting to infin- 
ence legislation. 

. Mr. Tarr. That is correct. 

Mr. Jenkins. How do you come to be here, then? What are you 
here for, if you are not to influence legislation ? 

Mr. Tarr. Because it complies exactly with the constitutional pro- 
vision of our corporation. 

Mr. Jenkins. Why did you put it in here, if you are going around 
spending all your time trying to influence legislation ? 

_ Mr. Tarr. I am not going around all the time influencing legisla- 
tion. 

Mr. Jenkins. Maybe not, but that is the only time I see you. 

Mr. Tarr. Now, Mr. Jenkins, you will have to admit that you have 
seen me, in the course of the last year and a half since this corpora- 
tion was organized, perhaps one or two times. 

Mr. Jenxtns. That is about right. 

Mr. Tarr. And if you take those one or two times and divide that 
into a year and a half, you will find that the proportion of that time 
to my total time devoted to this operation is less than the amount that 
we have secured from special contributions to pay for our legislative 
committee services. 

Mr. Jenkins. The only thing I say about that is I like you so well 
that I am sorry you are in that kind of business. 

I think that is about all I want to ask, Mr. Chairman. 

The Cuarrman. Mr. King, of California, will inquire. 

Mr. Kina. Mr. Taft, I think the record will speak for itself ‘as to 
whether you in your remarks have been offensive to any of those who 
preceded you. I suppose it is how a man takes the statement. I 
would be mad at you, too, if I thought you had spoken disrespect- 
fully of industries or their spokesmen from my district. 

We have heard a lot of talk about who has introduced this bill. 
One or two members on the other side, to my left, for days have made 
mention of the fact that they did not know who introduced the bill; 
they wanted to know who it was because they wanted him to come up 
here—not who introduced it, but who drew the bill. 

The other day one in a weak moment said, “We know that Mr. Ran- 
dall introduced the bill.” The following day they were inquiring as 
to who it was who introduced the bill. So it is evident over there 
that they do not know and I do not know but what you introduced it. 

Mr. Mason. The word is not “introduced” ; the word is “prepared.” 

' Mr. Kra. I altered it, Mr. Mason, to say “written.” 

Mr. Tarr. May I comment on this question as to who prepared the 

bill? 
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I know Mr. Randall, and I have seen more of him in the last year and 
a half than any time before. I am absolutely certain that Mr. Ran- 
dall did not prepare the bill because it is a very technical bill. It must 
have been som y who was technically competent in the field from 
the Government and from the legislative side and, undoubtedly, it was 
done under instructions of Mr. Randall as to the policy of the Presi- 
dent, whom in this Mr. Randall represents. 

Mr. Kine. I am pleased that that isin the record. It will eliminate 
the time consumed in making inquiries here the last 2 or 3 weeks as to 
who wrote the bill. 

Now, Mr. Randall is liable to be mad at you because the implication 
is in your statement that he was not capable of dealing with something 
that technical. 

Mr. Tarr. All I say is that I would make exactly the same remark 
about myself. I am a lawyer, but I am not used to drafting legisla- 
tion. I would not think of drafting H. R. 1 under the circumstances 
of the legislative history of this entire subject. 

Mr. Kine. Now this question sometime back arose over the manufac- 
turers abroad of heavy electrical equipment. Again I think the rec- 
ord will have to speak for itself because, if I ever drew a conclusion 
from a statement, Mr. Taft, I drew it on three occasions, that very 
definitely the fact that in the event of an emergency all of this machin- 
ery, if anything happened to it, would just lay without hope of repair 
or spare parts. 

Now that was my gathering from the testimony I heard these men 
give which bears out pretty well what you said. But evidently 1 or 
2 gentlemen on the other side were not aware that the principal point 
they had, in my opinion, in discouraging the use of foreign-made 
heavy electrical equipment was that in the event of trouble we would 
have itasa white cheat or whoever owned it, and there was no hope 
of parts or repairmen being available to take care of it. 

Mr. Tart. t would like to add to that it may be wise if the Govern- 
ment contract required the deposit of a stockpile of necessary parts 
because Mr. Reed is quite correct in saying that these are handmade 
jobs; that is to say, they are made for each specific situation. There- 
fore, the Government letting of the bid may require the stockpiling 
of necessary parts. I think it does now in certain cases. 

Now that would still leave the necessity to which I referred, of hav- 
ing competent mechanics and repair people, who could fix up parts 
and who could send them back and put them in. That is supplied by 
the existence of facilities in Canada, to say nothing of our own repair 
facilities in the United States. 

Mr. Kina. I agree with that, Mr. Taft. 

I was merely anxious to have the record straight because I was 
interested in their statement and, as I will say again, carrying the 
very necessary implications that there would be no facilities for taking 
care of them. In other words, I feel on that point that they have only 
told half the story. 

By the way, when you were the receiver none of the concerns you 
sat in on the liquidation of, came to such a pass because of imports? 

Mr. Tarr. No, sir. 

Mr. Kine. I was certain that was not so. 

Mr. Tarr. I might say that one of the concerns—some of the people 
on the committee might be interested—had to do with false teeth. 
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Mr. Kine. How do you feel about the question of the foreign 
labor standards, Mr. Taft? I know that many witnesses here, and 
members of the committee also, have expressed considerable concern 
that this bill might further have a deleterious effect in lowering our 
labor standards. 

Mr. Tarr. I would say three things. In the first place there should 
not be any reduction in duty for any product which is produced under 
labor standards that are not lawful and proper in the foreign country. 
This was, you remember, the recommendation of the Randall Commis- 
sion. 

Secondly, I would say that there ought to be—if this is possible, and 
I am not sure whether it is—there ought to be preference for goods 
where the standards of production in the country where they are 
produced are higher than that normally accepted there. 

I would say, in the third place, that there ought to be support for 
those conventions of the international labor organizations which seek 
to establish minimum standards. Our standards are always higher 
so far as that isconcerned. But where those conventions seek to estab- 
lish higher standards, it seems to me we should support them and urge 
other countries to enforce them and put them into effect. This would 
be a third way in which we could help the situation. 

Now I would like to refer the committee to the testimony of Mr. 
Emil Rieve presented by Sol Barkin, both of the Textile Workers 
Union of America, CIO, in the Senate hearings on H. R. 3240 for the 
dates May 30, 31; June 1, 4, and 5, of 1954, because this, I believe, is 
one of the best statements of the general problem. 

Mr. Rieve’s general statement on the Trade Agreements Act begins 
on page 511. His statement specifically on labor standards begins on 
page 515. And there is reprinted on page 517 a pamphlet which was 
published at that time by the Textile Workers Union. 

I have no reason to believe that this does not now represent the labor 
position, because I have discussed it with some top labor executives 
at the present time, and they felt this was a very good statement. I 
do not think that I want to take the time of the committee or introduce 
it here, but it can be readily referred to. 

I have summarized it, in effect, in what I have said. 

Mr. Kine. That is all, Mr. Chairman. 

The Cuarrman. Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Srvpson. Mr. Taft, have you no information whatever with 
respect to Mr. Rieve’s position as of today or last year on the reciprocal 
trade program ? 

Mr. Tarr. I cannot speak for Mr. Rieve, obviously. I have inquired 
within the last year and a half 
Mr. Stmpson. You quoted Mr. Rieve. There is no need to go into all 
that. 

Mr. Tart. I quoted Mr. Rieve before the Senate of the United States 
in 1945. I say I have no reason to believe that he has changed his mind 
since, and I have talked to his economist on this general subject within 
the last year. 

oon Suwpson. Has Mr. Rieve changed his opinion so far as you 
know 

Mr. Tarr. He has not. 
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Mr. Stmpson. That is the answer I want. Let me add, he has 
changed it, so his unions, textile unions, in Pennsylvania, in Lewis- 
town, have advised me. 

Mr. Tarr. Are you talking about fair labor standards abroad ? 

Mr. Srrpson. Sines talking about his position on the reciprocal 
trade-agreements program. 

Mr. tise. I did not quote him on the Reciprocal Trade Agreements 
Act. 

Mr. Sumpson. Neither did you listen to my question because my 
question said with respect to the reciprocal trade-agreements pro- 
gram. You did not answer it until just now. 

Now, do you have information that every company from whom our 
Government buys electrical equipment abroad has a plant over in 
Canada? 

Mr. Tart. No, sir. 

Mr. Stupson. Will you tell us which companies do have and tell us 
where those plants are? 

Mr. Tarr. I cannot tell you where they are located. I know that at 
least English Electric Co. and Brown-Bovary have such plants. There 
may be others. 

Mr. Suupson. Are they all the companies from whom we buy heavy 
equipment in these strategic-like places and important defense proj- 
ects? Are they the ones that are advertised as having low bids? You 
are giving the committee the impression that they have done exactly 
that and, therefore, the national defense item is taken care of by a 
plant over in Canada. 

Mr. Tarr. The impression I sought to give is this: That in order to 
protect yourself on parts on any one of these installations, you must 
require that a stockpile of parts be provided at the time the contract 
is entered into. That is the first thing; that you must have a stockpile 
of parts because they are all handmade for the job. 

The second thing is that you must have a source of skilled people in 
making repairs, and this you have in Canada and in the United States, 
whether it happens to be the same company or not, because you have 
people who are working on this kind of installation that are used to 
foreign parts bought from England and from Switzerland, who are 
the two principal competitors in this respect. 

Mr. Srapson. Suppose the equipment is made by a Swiss firm and 
they have all the rape rosy and know all about the installation, war 
comes and we write a letter up to somebody in Canada to make one of 
those pieces. I do not believe there is a plant over in Canada that 
can or will in emergency replace all the big equipment that we have 
bought or had made by countries in Europe. 

The other question is this: You have said we have to buy a line of 
parts. Do you mean that every time we buy a big generator or water- 
wheel, that we must buy two of them ? 

Mr. Tart. I said we should require that the company maintain a 
stockpile of parts in the United States. 

Mr. Stmpson. You mean that? 

Mr. Tarr. Yes; that is what I said. That is what I mean. 

Mr. Srupson. Do we do that? 
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Mr. Tarr. I do not know for certain whether we do it now. Iam 
saying that that is one way in which to maintain the defense status of 
any plants that we get by contract abroad. 

Mr. Simpson. Are you recommending an amendment to this bill to 
that effect ? 

Mr. Tarr. It has nothing to do with this bill. It is a question of 
the procurement policy of the United States. 

Mr. Srmpson. Tt is 

Mr. Tarr. Yes. As far as the Trade Agreements Act is concerned, 
under the Symington amendment the President shall see to it that no 
tariff cuts are made if that will harm our defense production facilities. 
It seems to me that is part of his job. 

Mr. Smpson. You know that has nothing to do with the Buy 
American Act. Are you a full-time lobbyist? 

Mr. Tart. No, sir. 

Mr. Stwpson. Whom do you represent lobbying besides this group? 

Mr. Tarr. I do not represent anybody at the present time. I am 
practicing law in Cincinnati 3 days a week and I spend 2 days a week 
on. this. 

Mr. Stmpson. You no longer represent Venezuela ? 

Mr. Tarr. I never represented Venezuela. 

Mr. Stimpson. You or anyone in your firm? 

Mr. Tarr. No, sir. 

Mr. Smorpson. Do you deny it? 

Mr. Tarr. Certainly I deny it. I never represented Venezuela 
at any time. I represented the Venezuelan Chamber of Commerce, 
which has more than half American members. 

Mr. Srupson. Let us not equivocate. 

Mr. Tarr. That is not equivocation. I do not represent a foreign 
government, and I never have. 

Mr. Stmpson. You represent Venezuela in what? 

Mr. Tarr. My job was to go to American producers in Cincinnati, 
Ohio, who were selling to Venezuela and tell them if they let this 
quota go on residual oil they would stop doing business with Venezuela. 

Mr. Srvpson. In this first paragraph to which Mr. Jenkins re- 
ferred, you said something I do not like either about the people who 
came in here to protest against this H. R. 1. On the other hand, all 
of the testimony in opposition to the bill has come from groups which 
were worried about some particular product or some particular seg- 
ment of their industry. 

You have made an explanation of that, but you do not mean to 
slap the General Electric and Westinghouse and coal people, and so 
forth. Is that right? 

Mr. Tarr. I have told them to their face what my position is with 
reference to what they have said. I debated with Mr. Price and I 
have sent correspondence to Mr. Reed. 

Mr. Srveson. What is your feeling with respect to those people 
who come here and try to protect their business ? 

Mr. Tarr. I think they are making a mistake from the standpoint 
of protecting their business. 

Mr. Smoepson. If I suggest to you every officer on your list of direc- 
tors and officers, and so forth, has a very personal and a very pecunia 
interest in the passage of this legislation, would you suggest that 
am wrong? 
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Mr. Tarr. I would say that is true of a significant number of them. 

Mr. Suupson. If I added that every one of them is protected one 
way or another by existing tariff rates and that no one of them is 
recommending a cut and that no one of them has included in the lst 
of items upon which we are negotiating with the Japanese any threat 
of cut; would you agree there? 

Mr. Tarr. No; I would not agree. 

Mr. Stmpson. I would be wrong. 

Mr. Tarr. Mr. Percy, for example, has a very great interest in 
certain types of projection equipment, which now is ee ex- 
cluded by the tariff, and he is not willing to have the tariff reduced 
more than the 50 percent provided for in the bill. 

Mr. Smrpson. See about still cameras? He did not want them 
cut at all. 

Mr. Tart. I did not read his cross-examination, so I cannot tell you. 

Mr. Suweson. Let us talk about the Burroughs Corp. 

Mr. Tarr. Yes, sir. 

Mr. Suarson. They have a whole lot of plants overseas. 

Mr. Tart. Yes, sir. 

Mr. Stmpson. They manufacture machines over there. 

Now, do they want the tariff cut on machines? 

Mr. Tarr. They have very active import competition from Mr. 
Olivetti, of Italy. In fact, we got one letter addressed to Mr. Cole- 
man in which the gentleman seemed to be crowing because Mr. Cole- 
man lost a contract in Roxford, Il. 

Mr. Srupson. I notice they are not recommending that that tariff 
rate be cut on those machines. 

Mr. Tarr. They are ee that the bill be passed which 
gives the authority to cut 15 percent from the existing tariff. 

Mr. Srupson. That is peanuts. I mean with respect to the author- 
ity under the Japanese agreement. 

Mr. Tarr. I am surprised to hear you call it peanuts because that 
is not what the opposition witnesses have called it. 

Mr. Srmwpson. I am not a witness. It all depends on where the 15 
percent applies. If it applies on the rates as they are today, that is 
one thing. If it applies on the very uncertain level which the rate 
will become next July, then there is real jeopardy involved here. 

Incidentally, Mr. Taft, you have not talked at all about H. R. 1. 
You said a great deal about persons and industries and companies. 
I am still searching for one positive statement regarding what this 
bill means. This is a bill which may be good for the country, and it 
may be bad. Some of it we know is bad, in my opinion. I would have 
expected from you something about the bill itself. 

Is it a good thing to reduce all duties to 50 percent or below, and 
is it constitutional to delegate tariff setting powers to the President 
as this bill does without any thought of reciprocal concessions or 
trade agreement. 

There are 100 things about the bill that need explanation, in my 
opinion. With respect to GATT, you have not touched on that. I 
ask you now, is that a good bill and do you favor it? 

r. Tarr. Yes, sir; so does my organization. 

Mr. anereoN. Do you favor it as drawn? You want no amend- 

ments ¢ 
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Mr. Tarr. We are not suggesting any amendments. 

Mr. Stmpson. Are you opposing any amendments? 

Mr. Tarr. We are opposing some of the amendments which have 
been Ne aces here. There have been a number of amendments pro- 
posed. Some have to do with residual fuels, some with crude petro- 
leum. Some of them have to do with the question of taking away all 
authority from the President. Mr. Reed had one. Congressman 
Bailey had one. Mr. Singer for the manufacturing chemists had 
one. I think we would op all of them although I would say I 
was a little surprised at the liberality of Mr. Singer’s and Mr. Bailey’s. 

Mr. Srmpson. With respect to the bill itself, H. R. 1, is there any- 
thing in that bill that you want taken out? 

Mr. Tarr. I would not say so. 

Mr. Srmurson. You completely understand the bill? 

Mr. Tarr. There is one matter which has been brought up here 
which I have not referred to, and that is the question of section 22 of 
the Agricultural Adjustment Act. On that one I am informed—and 
I am frank to say that I have not studied the act carefully enough to 
decide about it—that this does not give the President authority to 
modify the provisions of section 22 of the Agricultural Adjustment 
Act, and it is on that basis that I am endorsing it. 

Mr. Srupson. Mr. Benson differed from you on that point. 

Mr. Tarr. Mr. Benson only raised the question, with all respect. 

Mr. Smopson. If in the judgment of the committee section 22 would 
be vitiated in any sense by this bill, would you then approve of our 
removing it from the bill? 

Mr. Tarr. I would like to see the amendment proposed. If that 
is the purpose of it and it does it effectively, I would support it. 

I may say that our committee has discussed this question of agri- 
cultural import restrictions, and I might just read you what our state- 
ment of policy on this subject is: 


American agriculture enjoys an overwhelming net stake in exports. Our 
domestic price-support schemes for certain agricultural staples require the 
restrictions of imports, not to protect the American farmer against competition, 
but rather to protect the United States Treasury and taxpayer. The imposi- 
tion of excessive import quotas, however, may invite retaliation from those 
countries that are the principal markets of American exports. Import quotas 
on agricultural products should be imposed only to the extent that they are 
needed to restrict the inflow of “excessive imports,” that is, imports that are 
being attracted to domestic markets because of the operation of domestic price- 
support schemes for agricultural commodities. Quotas should be reviewed 
periodically and modified when necessary or desirable in the light of changed 
conditions. 


I may say we submitted that to Mr. Allen Kline of the Farm Bureau, 
and he approved of it, and we approve of it. 

Mr. Smorpeson. Well, that seems to me to mean that you believe that 
section 22 should take precedence in all international trade matters 
because it is our law here at home. 

Mr. Tarr. That is correct. 

Mr. Smpson. And consequently, in connection with GATT, when 
there is any proposal that comes up over there, any proposal with 
— to GATT—I wish you would identify the gentleman with you, 
there. 


Mr. Tarr. This is the economist of our committee, Mr. Myer 
Rashish. 
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Mr. Srwpson. I understand from what you said that if in connec- 
tion with negotiations as to GATT the question comes up of doing 
anything in that international organization which would violate or 
vitiate or authorize any one or any group to set aside the law which 
Congress passed here at home, you would oppose that ? ty 

Mr. Tarr. Yes, sir; existing law. It is rather difficult to anticipate 
what might be done in the future. But as to existing law; yes, sir. 

Mr. Srrpson. That is right. Now, suppose that we get into GATT, 
and the next question comes up that Congress wants to add another 
limitation upon some agricultural product and forbid its import 
under certain circumstances, and the GATT agreement says “No.” 
Are you willing to tie our hands under any such agreement! 

Mr. Tarr. Well, this is not different from the situation under any 
treaty, Mr. Simpson, under any treaty which is stated by the Consti- 
tution to be the law of the land. The Congress may, nevertheless, if 
it is within its jurisdiction under the Constitution, pass a bill which 
is contrary to the treaty thereafter, if they wish to do so. 

If, in this circumstance, they have authorized through the Reciprocal 
Trade Agreements Act a trade agreement on a multilateral basis, 
and if that trade agreement then goes into effect, Congress may cer- 
tainly, if it desires to do so, pass a bill which is contrary to that trade 
agreement, 

I would only say that under those circumstances the executive 
department must obey that act of Congress, and it must thereupon 
take up with the other partners to that agreement the situation they 
find themselves in, tell them that they are no longer able to be bound 
by it, and take the consequences. 

Mr. Stapson. Well, that all adds up to your statement first, if I 
understand it, that as of today you stand for the united law which 
is already existing, with respect to the future, if we get into GATT, 
and it would be illegal or improper for us to pass a law here broaden- 
ing the power of section 22. 

Mr. Tarr. I am not sure that I get your question, sir. 

Mr. Srupson. The way the law is today, you would not approve 
of an international agreement which undertook to set aside a law 
which we have on the books. 

Mr. Tarr. No; I think definitely it should not be done. 

Mr. Smuarson. With respect to the future, you would not oppose 
our entering into an international agreement where it was provided 
that under some circumstances Congress would find its hand tied if 
it saw fit to make further restrictions upon imports of agricultural 
products ? 

Mr. Tarr. Well, this is no different from the hardboard bill of the 
last session, Mr. Simpson. 

Mr. Stmeson. | know it isn’t. 

Mr. Tarr. This was a violation of an existing trade agreement when 
it was passed by the House of Representatives. If they in their judg- 
ment thought it was the thing to do, it was within their powers, and 
they did it. The Senate didn’t go along, but they might. have. 

Mr. Smwpson. Do you not fear the situation which can come up 
some time in the future when we, having tied our hands as we have 
in times in the past in reciprocal trade agreements, and under GATT 
very extensively! Do you not fear the time when, irrespectively, 
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Congress might decide to do something which would, I agree with you, 
antagonize these countries abroad with which we are in an agreement? 

Mr. Tarr. No, sir; I don’t fear it at all, any more than I fear our 
entering into many, many treaties into which we have entered, which 
Congress may, if it desires to do so, violate by an act of Congress 
thereafter. In general, they don’t do it. Sometimes they have if 
they thought it was the thing to do. 

Mr. Stupson, I refer to the list of items here. 

Mr. Tarr. You mean in my statement? 

Mr. Smorpson. Yes; page 8. Are they items where it might be said 
the imports come in in negligible quantities; and if so, are they the 
ones which, under H. R. 1, would be subjected to a possible 50-percent 
cut at once ? 

Mr. Tarr. I would think so. When it gets to $104,000 of benzyl 
acetate and $81,000 of coal-tar medicinals, those look to me like pretty 
high ones. The rest of them I would say were negligible amounts. 

Mr. Suaeson. So that the chemical industry wun tok at that table 
there, for example, and see items which could be cut by 50 percent? 

Mr. Tarr. No, sir. 

Mr. Simpson. Overnight? 

Mr. Tarr. No, sir; not under this bill. They could not be because, 
under the bill, it could only be done over a 3-year period. 

Mr. Srapson. Well, you are the first gentleman who has made that 
explanation about the bill. 

Mr. Tarr. That is what I understand. 

Mr. Srmpson. Are you sure on that point? 

Mr. Tart. I haven’t examined the bill on that, but I am surprised, 
Mr. Simpson, because I had assumed that that 50 percent cut could 
only go into effect over a 3-year period. 

Mr. Stmpson. You do not know for sure, and no one on this com- 
mittee knows, and no one has come to tell us. Mr. Randall has not 
come to tell us. 

Mr. Tarr. You had better get legal advice on that, perhaps. 

Mr. Srrpson. Well, you are one of the best lawyers we have had 
before us. 

Mr. Tarr. I am complimented, Mr. Simpson, but I am not an expert 
on that subject. 

Mr. Smuupson. You know we have a renegotiation of the general 
agreement at the moment under advisement, or in fact, and then 
we have the Japanese negotiations, and with respect to the Japanese 
there is a provision in this bill that if it is not settled by the time the 
present law expires, it would go on into July—the authority to 
make cuts on the basis of existing law. Now, where would these 
three 5 percents apply? To the rate as it is today, or to the rate 
as it is in July after the Japanese treaty has all been effected ? 

Mr. Taft. This is off the top of my head, because I haven’t had 
time to examine it carefully, but I believe it applies to the rate after 
the multilateral negotiation under GATT is completed in connection 
with the Japanese; yes. 

Mr. Stmpson. So that nobody in Congress, at the time we vote 
for this bill, and I mean- nobody, will have any idea of the base 
rate upon which the 15 percent will apply. 

Mr. Tarr. Yes, they will have an idea in a great many cases. 
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Mr. Smpson. Will you tell us how, please? 

Mr. Tart. In about one-third of the $4 billion worth of imports 
that comes in over the tariff the entire 50-percent authority has been 
exhausted. 

Mr. Srpson. I follow you. You are right. 

Mr. Tart. As to those, there is no question that the 5 percent must 
apply on the existing rate as it is today. 

Mr. Stupson. Right. 

Mr. Tarr. There is approximately one-third, again, or perhaps 
it is 30 percent, as to which none of the 50 percent has been exercised 
at all since 1945. As to those, obviously, you can’t tell where that 
might hit in the Japanese negotiations. 

Mr. Stmpson. Well, now, wait. Is that not life or death to some 
industry or some chemical ¢ 

Mr. Tart. As to the balance, the change has been made in varying 
amounts. I would suppose that there is some amount which are 
now less than 15 percent authority remaining, so that you would 
know in those cases how far you could go. 

Mr. Smupson. So I repeat that with the exception of that one-third— 
I will use your words—there is no area where you can be absolutely 
certain that the 15 percent begins. 

Mr. Tarr. No; but the Congress in 1948 put the peril-point amend- 
ment into the Reciprocal Trade Agreements Act, and that is the job 
of the Tariff Commission, to instruct the negotiators as to the point 
beyond which they may not reduce. 

Mr. Srupson. Well, you will not lead me over into a debate on that 
peril point, because that gives us no protection whatever. No business- 
man can look at the peril point, any more than he can look at this bill, 
and know the base, with the exception of that one-third group. 

Mr. Tarr. I can only say I have great confidence in the Tariff Com- 
mission, and I feel quite certain 

Mr. Stimpson. Mr. Taft, you know as well as I that the Tariff Com- 
mission, no matter what they find, cannot stop the application of fur- 
ther cuts in the future. Am I right, or wrong? 

Mr. Tarr. Certainly they can stop it. 

Mr. Stmpson. How ? 

Mr. Tarr. They can fix the peril point. The President may then 
have the option of going ua anyway and reporting to Congress. 

Mr. Srrpson. But that is no final and complete answer to my state- 
ment that business has no certainty that the 15 percent will apply to 
X amount or to Y amount rate. 

Mr. Tarr. That probably is true, yes. That is correct. 

Mr. Sruson. That is all I have. 

The Cuamman. Any further questions? 

Mr. Harrison, of Virginia, will inquire. 

Mr. Harrison. Mr. Taft, my friend, Mr. Reed, read to you the his- 
tory of the various tariff acts as they affected the pottery industry. 
I think he began with the tariff of Speaker Clay and came down 
through the McKinley Act. 

Are you familiar with the treatment accorded buggy whips in the 
various tariff acts? 

Mr. Tarr, No,sir. Ido know, as to buggy whips, that Mr. Coleman 
testified before the Randall Commission that he was brought up in 
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a West Virginia town where they made buggy whips, and that they 
gradually found that buggy whips were not desired any more, and 
that, of all things, the plant is now manufacturing deep freezes. __ 

Mr. Harrison. Well, do you know whether Speaker Clay in his 
tariff act took care of buggy whips. 

Mr. Tarr. I don’t know, sir. 

Mr. Harrison. Or whether the McKinley Act did? 

Mr. Tarr. No, sir, I don’t. 

Mr. Harrison. But in spite of that, buggy whip manufacturers seem 
to have gone out of business. 

Mr. Tarr. They fell out of business along with the horse and buggy. 

Mr. Harrison. Well, now, Mr. Reed asked you a good deal about 
cheap wages abroad, and I think you answered that cheap wages were 
no real clue to the actual unit costs of production. 

Now, Mr. Price, I think, made some reference to a study having 
been made of that. Has there been such a study ? 

Mr. Tarr. I didn’t know that he had referred to that. I am sur- 
prised, because I don’t think it would be very satisfactory. I will be 
glad to tell you about it. 

This is a study made by the National Industrial Conference Board, 
in which I think all of the business community has very high con- 
fidence. They found no satisfactory basis for a comparison of labor 
costs per unit of output here and abroad. 

On page 136 of that study, there is contained the statement, and I 
am quoting: 

Internationally comparable labor cost figures in the electrical equipment in- 
dustry are virtually nonexistent for the countries under study in this report— 
which was mostly European. 

Also on page 136, it is stated, and I am quoting: 

No information at all exists concerning two factors which have an important 
direct influence on labor cost. These are quality or style differences of certain 
products and mechanical equipment per production worker, which is of primary 
importance in any competitive analysis of output per worker. 

And that is the end of that quote. 

On page 140, it is stated, that: 

Data are not available from regularly published sources that permit a com. 
parison of the cost of production in the United States and abroad. 

That is the end of that quote. 

I might say this was the opinion of Mr. Robert O’Brien, who testi- 
fied on many occasions before this committee, as a Republican member 
of the Tariff Commission. After all that experience, he agreed abso- 
lutely with that last statement, that you cannot compare the cost, 
that it is impossible to compare in figures the cost of production at 
home and abroad. 

Now, the conference board did do this. They picked one in- 
direct method of measurement, which I might say was extrapolation 
from one year back to another. And they had to jump about 6 or 8 


years in order to do so. And then they took six individual case 
studies. And I can only say—-and I will be glad to have the committee 
look at the report—the studies themselves showed no conclusive re- 
sults. They relied, in the first place, on an engineering opinion about 
the general effectiveness of production, and that opinion was not 
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sufficiently described to permit any clear judgments to be made. They 
also cited some illustrations of comparative price quotations in for- 
eign countries. 

I think you would find that in any substantial industry their con- 
clusion would be the same as it was in the case of the electrical 
equipment industry. 

Mr. Harrison. Well, now, another thing we have heard a good 
deal about is that Europe’s gold dollar reserves now stand at over 
$14 billion, which is the highest point in history, and it has been 
argued that this should make it no longer necessary for us to be 
concerned about Europe’s ability to buy our exports, and that, there- 
fore, we need not increase our imports. 

Have you any comment to make on that? 

Mr. Tarr. Yes. I would say, first, that I am sure that you have had 
two sets of figures. Fourteen billion is one of them, and probably 
24 or 25 billion is another. The first figure is the amount of gold and 
dollars held by central banks in Western European countries including 
the United Kingdom and the sterling area. The second figure is the 
amount of gold and dollars held by the whole world exclusive of the 
United States and USSR. 

In any event, the sterling area, by itself, I understand, has only 
3 billion. Now, the sterling area is the largest trading area in the 
world. And 3 billion is clearly not enough to handle their business 
safely on total convertibility. 

On this, I was somewhat amused to find in my own testimony be- 
fore this committee in 1945 that Mr. Reed introduced an article from 
the Washington Times Herald of April 12, 1945. The headline on 
it is this: 

United States gold pile is dwindling while our allies fatten theirs. Reserves 
fall 2% half billion in 3 years. France and England doing well. 

It was not too long after that period that Great Britain, thinking 
that they had done very well with their reserves, attempted to go to 
full convertibility, and they failed. They cannot, under any circum- 
stances—we would not want them to—go to convertibility until they 
are absolutely certain that they can maintain it. The amount of their 
reserves is the key amount, because that is the largest trading area in 
the world, larger than the dollar area. So that under those circum- 
stances, I would only say that if a few countries may have excessive 
gold and dollar reserves, Great Britain and the sterling area do not. 
They do not yet have enough to justify their going to convertibility, 
and therefore the amount of their gold and dollar balances is not 
excessive. 

Mr. Harrison. Thank you. 

That is all, Mr. Chairman. 

The Cuarrman. Any further questions? 

Mr. Mason, of Illinois, will inquire. 

Mr. Mason. Mr. Taft, you have an illustrious name, and you are a 
man after my own heart, because you meet issues head on. I like to do 
the same, and my questions will probably indicate that. 

My first question is on page 1 of your statement, and it is your 
section sentence: 


Those who have testified in support of H. R. 1 have included spokesmen for 


practically every large organization whose primary concern is with the national 
interest. 


57600—55—pt. 2 72 
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Now, Mr. Taft, I would like to ask you if you really believe that, 
or if that is just wishful thinking. 

Mr. Tarr. Well, this raises the whole question as to how repre- 
sentative organizations of that kind are, Mr. Mason. 

Mr. Mason. Well, let us be specific. The large organizations pri- 
marily concerned with national interest. Take Ford. Take General 
Motors. Take, for instance, Remington Rand; any of those. Do you 
mean to say that their primary concern’is national interest and not 
their own private interest? 

Mr. Tarr. No, sir. I think you have misunderstood my statement. 
When I say “every large organization,” I am talking about organiza- 
tions such as those that are represented on our board of advisers, like 
the chamber of commerce, the CED, the CIO, and the A. F. of L. 

Mr. Mason. We are talking about large industrial organizations. 

Mr. Tarr. Well, there are a good many others. The General Fed- 
eration of Women’s Clubs is represented here. A number of the 
church groups are represented here. 

Mr. Mason. Oh, yes. I know all of those groups. 

Mr. Tarr. That is what I mean. And the farm organizations, as 
well as the labor organizations. 

Mr. Mason. Well, now, Mr. Taft—— 

Mr. Tirr. And I started to say that I think the question you raise 
as to whether they can say that they represent 100 percent of their 
members is a very sound question to ask. I don’t know that they do. 

Mr. Mason. I am not talking about a hundred percent of their 
members, or anything. I am talking about large industrial concerns. 
And I read, and I understood your statement to mean, that their pri- 
mary concern was the national interest, not their own interest. 

r. Tarr. No, sir. If you look at the statement, I think you will 
agree that my first sentence there is that I have included spokesmen 
from practically every large organization whose primary concern is, 
and so on: “The bill has also been supported by many individuals 
representing many industries or groups of industries.” I have tried 
to draw the line between the two. 

Mr. Mason. But you go on, Mr. Taft, and you suggest or indicate 
very plainly that these small organizations who have testified here 
that js have been injured and expect to be injured some more maybe 
were thinking of their own selfish interests. 

Mr. Tarr. I am not complaining of that, Mr. Mason. They should. 
IT am saying that they have not looked at the long run, and they are 
repeating fears which they have expressed every time this has been 
up. I have quoted some of them from 1945, and it didn’t happen to 
them, in most cases. 

Why should we believe them now? That is what I am saying. Why 
should we believe them now, or their fears? 

Mr. Mason. I misinterpreted that statement, then. 

Mr. Tarr. Iamsorry, sir. I hoped it was clear. 

I think the other question raised by Mr. Reed is perhaps open to ar- 
gument. I don’t really feel that this one is. 

Mr. Mason. All right. Now, on page 2, you have a statement there 
in about the center of the page about these industries that have pro- 
tested against injury. Yet when they get off to one side away from the 
worries and the strains of their own particular businesses and think 
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of themselves as a part of the whole American economy, most of them 
are driven to this possible answer : That more foreign trade is good for 
this Nation, good for its foreign policy, good for its defense, good for 
its jobs, and good for its consumers. wr 

Mr. Taft, that statement, in my mind, in my interpretation of it, is 
this: That you are saying that these small-business men who have come 
here and complained about injury do that in front of this committee, 
and then when they go out somewhere and are talking among them- 
selves or in the lobbies or something, they acknowledge that maybe it 
is good for the country. 

Mr. Tarr. Mr. Mason, let me give you some very concrete examples. 
Mr. Edgar Queeny is the head of Monsanto. I have in my briefcase 
here his annual report for 1953. The report for 1954 it isn’t out yet. 
He takes 3 full pages to tell what a wonderful foreign business they 
are doing, and he takes about 10 lines to talk about the tariff. 

Now, I can only say that when he gets off someplace else, he knows 
how important foreign trade is for him. When he comes in here, 
that isn’t what you would think. You would think you would have 
people selling apples on the street some time soon because of the tariff. 

Now, I have had the experience, because it has been my job for part 
of my time during the last year and a half to talk to people in these 
companies. And I haven’t tried, but I could make you a list of the 
companies whose presidents or somebody up top has come in here—the 
same companies where I have talked to the foreign-trade man, and I 
want to tell you, you would get a very different story from him. 

Maybe the foreign-trade man doesn’t convince his executive. That 
may be true. I don’t know about that. But he knows what it does for 
his company. That is what I am talking about. 

Mr. Mason. The indication I thought was that they came here and 
gave one story and then they go out and give another story, which 
shows that they are two-faced and insincere when they testify before 
us. 
Mr. Tart. I will be very happy to put the Monsanto statement in 
here for 1953, if you want it. 

Mr. Mason. I am glad to have it, but that is one instance. 

Mr. Tarr. All right. The industry exports something like $900 
million, and total imports are $250 million; which is their greater 
interest ? 

Mr. Mason. That is a large industry, and we are talking about these 
who came in here and complained about being injured. 

Mr. Tarr. So did Mr. Price and Mr. Queeny. 

Mr. Mason. Let’s go on to page 7, Mr. Taft. 

At page 7, you quote from Kipling. 

Mr. Tarr. Yes,sir. I am sorry to repeat. I find that I quoted from 
him the last time before this committee when I was before it in 1945. 
I apologize for that. 

Mr. Mason. I used to read Kipling, and this quotation is: 

They copied all they could follow, but they couldn't copy my mind, and I 
left "em sweating and stealing a year and a half behind. 

No, Mr. Taft, when Kipling wrote that, that was true, and could 
be applied to this. But for the last 8 or 10 years, we have been 
giving them our mind. We have been giving them our know-how. 





2500 TRADE AGREEMENTS EXTENSION 


And they now are copying our minds, because we have even been 
encouraged to give them our know-how. And that is our mind; 
isn’t it? 

Mr. Tarr. Sure it is. But while we give them our know-how, at the 
same time our own brains and ingenuity have increased our produc- 
tivity at the rate of about 3 percent per year and we have stayed ahead 
of the rest of the world in most cases, and we will continue to stay 
ahead. 

Mr. Mason. Well, I would say that that quote from Kipling does 
not illustrate the situation that we are facing today, after giving them 
our mind in the last—oh, ever since we have had point 4. 

Mr. Tarr. I still come back to Mr. Brown and Mr. Percy, and 
others, who are competing abroad very successfully. 

Mr. Mason. Now, let’s go to page 14. You say, in the middle of 
the page: 


* * * well over 50,000 items in the tariff laws in more than 40 countries have : 


been reduced or prevented from increasing under this program. 

Mr. Tarr. Yes, sir. 

Mr. Mason. I will agree tothat. The very fact is, Mr. Taft, that in 
the last 21 years the world tariffs as an average have been cut in half 
from what they were. And ours have been cut a lot more than in half. 
But in practically every instance that I have checked, they have 
erected other tariff areas in the place of the tariff rates that have 
prevented us from shipping our goods in there, and the fact of the mat- 
ter is, today, according to some of our best international trade ex- 
perts, there is a greater restriction on foreign trade today than at 
any time in the history of the world in peacetimes. That is Dr. Wil- 
cox I am quoting now. 

Mr. Tarr. Lam sorry. I think Dr. Wilcox is wrong. I have given 
two pages here which I believe to be absolutely correct. Our use of 
quotas and quantitative restrictions is greater now than it was in 1946, 
and those of all the countries with which we trade as a whole have been 
reduced by about 50 percent. 

Mr. Mason. I doubt that statement, Mr. Taft. I have read several 
authorities that are the opposite on that. 

Now, I want to summarize, Mr. Taft. I believe in being direct and 
blunt, and I do it in all kindness. In my opinion, your whole state- 
ment is an attempt to play down the stories of injury and perhaps 
future injury that have been presented to this committee, and to 
exaggerate the benefit our American business can expect with the 
passage of H. R. 1. That is my conclusion, Mr. Taft. And I have 
to tell it to you in all kindness. 

Mr. Tarr. I can only comment on that, Mr. Mason, by saying that 
I have presented to meetings in which some of the distinguished chem- 
ical people were present, exactly these facts about the chemical indus- 
try that I have presented here. Namely, that actually the competitive 
items for this huge 18- to 20-billion-dollar industry are about $514 
million worth, and I have asked them for corrections of my figures. 
They protest about it. But they have yet to give me any substantial 
correction of the figures that I have given to this committee. Now, 
= say that they are in serious danger. I can only say, I don’t 

lieve it. 
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Now, that is a fundamental basis of disagreement on the facts. We 
are unwilling to take the statement of any industry unless they will 
give you at the very least their total production, the total imports, and 
what the trend has been. And yet they consistently refuse to do that. 
They don’t want to have the exact figures given to you. They never 
have given them, that I know of, in a single case. We have to do it. 

Mr. Mason. Mr. Taft, will you agree that H. R. 1, in its present 
form, gives the President—and of course, through him, these State 
Department officials—new powers and greater powers that have never 
been given in any of the extensions of the Reciprocal Trade Agree- 
ments since that started 21 years ago? 

Mr. Tart. It gives power which is beyond that given before in con- 
nection with other types of trade restrictions against us, other than 
tariffs. In other words, exchange restrictions, which are the most 
severe, and also quotas and import taxes, like those that the importers 
complain about in Cuba, for instance. Whether they are right or not, 
I don’t know, but they are additional taxes that are put on. 

Under the present program, we have no authority to negotiate 
against those. This act does give that additional authority, and we 
think it should. We recommended that to the Randall Commission, 
and the Randall Commission recommended it to the President, and 
he in turn recommended it to Congress. 

Now, those are the additional powers. I can’t see any danger in 
them. If we can trade our tariff reductions off against that kind of 
restrictions, then we are getting right at the heart of the difficulty 
which our exporters face in selling abroad. 

Mr. Mason. You do not believe that in giving him the power to 
change quotas there is any danger in that at all? Our quotas, that 
we now have in the law ? 

Mr. Tarr. I don’t read the law that way, at least not with respect to 
section 22, Mr. Mason. 

Mr. Mason. Well, I read it that way. 

Mr. Tarr. And as I have already told you, an appropriate amend- 
ment to correct it, if it does say that, we would certainly support. 
I would say an appropriate amendment, because it might do more. 
If it does just that, we would be for it. 

Mr. Mason. That is all, Mr. Chairman. 

The Cuarrman. On that point, Mr. Taft, I have stated before and 
state again now that I was assured by the administration that the 
provision mentioned by the Secretary of Agriculture did not ad- 
versely affect section 22. And I have been keeping in touch with the 
Department of Agriculture, and there is no question that that matter 
will be entirely cleared up. 

Mr. Tarr. I would hope so. Because I don’t think it ought to inter- 
fere with the merits of the controversy which is really concerned with 
other matters. 

The Cuarrman. Mr. Simpson will inquire again. 

Mr. Smrson. Mr. Taft, I have a few more questions I would like 
to ask you. 

Would you have us disregard testimony of people like du Pont and 
Westinghouse and General Electric and Monsanto and Allied and 
these other people? They are responsible businesses; are they not? 

Mr. Tarr. They are, but their testimony on this subject, unless it 
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includes some of the material I have given to you, is not complete. I 
think you ought to make your judgment on the complete facts as pre- 
sented to you form any source. 

Mr. Smpson. You suggest that I believe that they are interested 
for personal reasons in their own company’s betterment ? 

Mr. Tarr. So are many of our witnesses, Mr. Simpson. I am not 
reflecting on them for that. I am saying their judgment is bad for 
the benefit of their own company. There is the report I have seen from 
Westinghouse this very week, or an increase last week to the peak in 
exports of ice boxes and other kinds of electric appliances, and that 
they are expecting a 15-percent rise next year. This is exports. Gen- 
eral Electric reported 20 percent more exports last year than the year 
before, and they are expecting more in 1955. 

I think they ought to look at that, as well as at this one little sector 
of their power equipment. 

Mr. Srpson. But the people that you represent are just as per- 
sonally interested for their own welfare, and they are going abroad 
and establishing their businesses abroad. 

Mr. Tarr. Yes. So are these others. General Electric and West- 
— have plants abroad. General Electric more than Westing- 

ouse. 

Mr. Smuapson. The important distinction is that General Electric 
and these companies that I have referred to there are not asking for 
a tariff reduction here at home. In other words, they are not setting 
their plants abroad, as your clients are, and then planning to ship the 
goods back into this country, apparently. 

Mr. Tarr. You had a witness against the bill who said that is ex- 
actly what he was going to do, today. 

Mr. Srmpson. That is correct; for his own protection. Otherwise 
he is going to lose the business. 

Mr. Tarr. He hasn’t lost it yet. I will be glad to see what happens 
10 years from now. I think that company is going to be moving ahead, 
if that fellow is any sign of the way it runs. 

Mr. Srmpson. Here is General Mills Corp., one of the vice presi- 
dents. They were not in here for the presentation of testimony. 

Mr. Tarr. He was unable to be here. He is traveling. 

Mr. Stmpson. They buy grain from abroad under bond, do they 
not ? 

Mr. Tarr. I can’t tell you. 

Mr. Srmpson. I am telling you that. They buy it, process it, pay 
no duty at all that way. They are not asking to have that right re- 
moved. Why don’t they buy American grain and ship it abroad ? 

Mr. Tarr. I would be very much surprised if that were the only 
grain they buy. 

Mr. Stwpson. You have suggested to me that I should learn more 
about Westinghouse and these other companies. I want to know about 
the companies you have. The safety-razor company, Gillette, has 
plants all over the world. 

Mr. Tart. That is right. 

Mr. Stmpson. Manufacturing razor blades and razors to sell abroad. 

Mr. Tarr. He hasn’t reduced his employment in this country at all. 

Mr. Srwpson. I do not know who their lobbyists are or how it hap- 
pens, but the items they manufacture are not on the list for cuts with 
the Japanese. 
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Mr. Tarr. Japan is not a principal supplier of razor blades, I 
assume. 

Mr. Sm«pson., Have you any hand in that kind of work, in pre- 
paring that list of items on which negotiations are based ¢ 

Mr. Tart. No, sir. I have no relationship with the Government. 
I say I haven’t any relationship. I am Chairman of the Committee 
on Voluntary Foreign Trade of the Foreign Operations Administra- 
tion. This is the department which has to do with private agencies 
working on overseas relief, the church agencies primarily. But I am 
not paid for that, and that has nothing to do with this. 

. Suwpson. When your clients testified before the Randall Com- 
mittee, were they urging this reduced tax rate? 

Mr. Tarr. Certainly not. Our committee has not taken a position 
on that subject. 

Mr. Stmpson. Is that designed to help their own business, or what? 

Mr. Tarr. This is a recommendation which has come from many 
sources. As a matter of fact, the present status in Great Britain is 
that companies operating there, if they put plants abroad, do not have 
to pay any British income taxes. 

r. Srmpson. Of course, that was not my question. 

Mr. Tarr. I understand. Certainly as yndividuale some of them 
are for it. 

Mr. Stmpson. They are for it for what? 

Mr. Tarr. They are for it because they believe it is good for the 
United States to increase foreign trade, and it is good for their busi- 
ness, too. 

Mr. Stmpson. Now, wait a minute. They believe it is good for the 
Burroughs Corp., the General Mills Corp., as such. 

Mr. Tarr. Certainly they do, and they believe it is good for the 
United States, too. 

Mr. Simpson. Now, wait a minute. They are in a tax-exempt organ- 
ization, are they not? They are paying you with money that is tax 
exempt. 

Mr. Tarr. They are making contributions to this organization ; yes, 
sir. 

Mr. Stmpson. How much are they going to get out of this if we 
pass that law? 

Mr. Tart. I can’t tell you that. 

Mr. Stupson. I wish you would find out that for me. 

Mr. Tarr. I don’t think anyone could estimate it, Mr. Simpson. 
They are interested in a general increase of foreign trade, and they 
cannot and they do not attribute to the operation of this law any 
specific increase in their own foreign business. They don’t know; 
thee don’t try to find out. 

Mr. Srupson. And yet they proceed 

Mr. Tarr. They believe it will help them in general, but they could 
not put their fingers on it, 1 am sure. That I can answer for them. 

Mr. Stmpson. How did they get the idea, then ? 

Mr. Tart. Because they have studied foreign trade. They have 
been init. They have topnotch people advising them on foreign trade 
who can steer them through some very difficult situations abroad. 
And under those circumstances, they believe, because it has helped 
them in the past, that it would help them in the future. 
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Mr. Stmpson. You mean if they get a low tax rate abroad they will 
move their plants over to the other countries? 

Mr. Tarr. No, there isn’t a one of them that has closed down plants 
to move them abroad. I don’t know of any situation where that has 
happened up to now. 

Mr. Stacrson. Let us say they do not close one down here. They 
keep one open. Here is a corporation I have before me now. Canada, 
Sales and Manufacturing; England. It is one of yours. 

Mr. Tarr. Which is that, sir? 

Mr. Simpson. Burroughs. And they have sales corporations all 
around. Why wouldn’t they open up plants abroad if they could get 
cheap labor and make it cheaper ? 

Mr. Tarr. Because they know in most cases they can make it cheaper 
here. That is why. There are a few situations where they can’t. I 
can give you one of them. Procter & Gamble has plants abroad. They 
have mechanized here many. operations that they don’t mechanize 
abroad because of the low wages that they are able to pay. 

Mr. Srumeson. Are you suggesting now that every corporation that 
has companies abroad, every American corporation with companies 
abroad, does it in spite of the fact that they could do it cheaper here? 

Mr. Tarr. Now, in many cases they have put plants abroad be- 
cause those countries have tariffs or other restrictions against their 
particular products and they want to sell abroad. That happens even 
in Venezuela, which is our second largest Latin American customer. 

Mr. Stmpson. That is right. You mentioned machine tools. You 
know as well as I do that in Germany and other countries of Europe 
they invite us to go over and set up plants over there. And, having 
done it, they impose a quota or a barrier, in fact, against the importa- 
tion of machine tools from this country. 

Mr. Tarr. The German tariffs have been high. There is no ques- 
tion about it. They set them high at the very beginning of their 
operation under GATT. 

Mr. Stmpson. Now, is that what you want to encourage by this 
39-percent-tax increase? 

Mr. Tarr. Not at all. They happen to be one exception. 

Mr. Srpson. Well, let us take clocks. The erection of a plant 
over in England was encouraged. No sooner done, then there was 
a barrier against the importation of clocks in this country. 

Mr. Tarr. This has to be distinguished from the German tariff 
level, which is high, because this is a case of the shortage of exchange 
and dollars. 

Mr. Srvpson. I do not know why we are so naive. Every one of 
these other countries wants to protect its own economy, and they do 
protect it, and we talk ourselves into believing that it is profitable 
to us to go free trade. 

Mr. Tarr. Mr. Simpson, I am a lot of things, but I am not naive. 

Mr. Smoarson. Well, what about this one on the machine tools? 

Mr. Tarr. On the machine tools? 

I have stated exactly what I think about it. And I still stand by 
what I said in this record. 

Mr. Srupson. And yet you want to tell the taxpayers at home, that 
are paying 52 percent on corporations, that on behalf of the Bur- 
roughs Machine Co. and this other list I should recommend and 
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encourage them to put plants overseas and then give them a 39-percent- 
tax rate. 

Mr. Tarr. Yes, sir; certainly I am in favor of that. I would like 
to say, so far as that is concerned, that I called on Mr. Bodine of the 
Bodine Machine Co. in Bridgeport, who is one of the very well known 
machine-tool producers, a very small one but very well known, because 
he makes inabhiibds that nobody else is crazy enough to try to build, 
so he says. He was one of the committee sent to Germany a year ago 
last fall to look over the Werner plant, which had been put in by a 
Marshall-plan loan and was about to default on that loan. It was 
built to employ some 4,500 people. At the time that he was there, it 
was employing about 1,200. He was instrumental in getting some 
Germans to get authority to take over the plant and attempt to operate 
it, and the first thing they did was to cut the number of employees to 
750. Because they couldn’t get the orders. Now, they turn out good 
machines. There is no question about that. And they have a brand 
new plant. But they still are not competing on any such basis as they 
have described, with American producers, who were still exporting 
$178 million last year. 

Mr. Srmpson. Yes; they were doing that. But my point is that 
as soon as a country gets this company to risk their alee abroad, 


they then impose barriers and want to build that industry up at home. 
And we are soft enough to go along on that. 
Mr. Tarr. We are not going along in any place where we can induce 
them not to, Mr. Simpson, but we i 
venting it. That is true. 
Mr. Smupson. You are one of those who always opposes putting 


ave not always succeeded in pre- 


something in here to retaliate. 

Mr. Tart. I haven’t imposed retaliation under circumstances of that 
sort. 

Mr. Stupson. May I take it you would favor something put into 
the law today that, if we make a bargain with this GATT outfit and 
if somebody runs out on the bargain, we retaliate? 

Mr. Tart. It is in there already, Mr. Simpson. 

Mr. Stmpson. You are talking about a compensatory agreement? 

Mr. Tarr. I am talking about the fact that if there is a breach of 
that kind in GATT, it is permitted to us to restore the tariffs as they 
were before, just as it would be theirs if we decided we were not going 
to go along any more. 

Mr. Stmpson. And break up the whole international—— 

Mr. Tarr. Under the watch situation with Switzerland, for instance, 
if we raise the tariff on them, they have the privilege of going back 
with some sort of equivalent retaliation to us. 

Mr. Stmpson. You are one of those who protested when the Presi- 
dent, after great soul searching, I am sure, saw fit to protect a certain 
critical industry. You saw fit to disagree with him and issue a formal 
statement. 

Mr. Tarr. Certainly, we did. 

Mr. Smmpson. And condemn action on this Government’s part in 
protecting that critical and important element of our economy. 

Mr. Tarr. Certainly I did, and the reason is because the tariff 
has not stopped the importation of any Swiss watches whatsoever 
and, secondly, the industry is preserving its skills by 35 percent of 
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war work right now, and third, it made more money last year than 
in its whole history. 

Mr. Stimpson. Do I understand now that you are recommending that 
we put an embargo on those watches? That will make good headlines. 
Are you now recommending we should put an embargo on ? 

Mr. Tarr. I certainly am not, I am saying that the companies 
in my opinion have not been injured, and the effect of the tariff increase 
was not to keep out any Swiss watches. 

Mr. Suwpson. No; but it was to protect the skill that these men 
had here at home. And apparently it is doing it, because the Swiss 
are crying, and you are crying for them. 7 

r. Tarr. I am not crying for them. I was the one who sent a 
negotiator to Switzerland on the subject of ballbearings during the 
war. That was part of my job. So that as far as they are concerned, 
they are not quite in the situation of our allies. But the fact is that 
that increase in the watch tariff didn’t accomplish anything toward 
keeping out watches, and it didn’t need to, because those companies 
are doing better now so far as their profits are concerned, than ever 
before, and they are doing 35 percent of defense work as compared 
with about 5 percent 5 years ago. 

Mr. Simpson. That is right. They are making ladies’ compacts, 
and they are importing watch parts. 

Mr. Tarr. They have defense contracts, Mr. Simpson. 

Mr. Sruweson. And they are assembling watches, and there is the 
war economy. They are not, however, See the essential in- 


dustry which the President said had to be protected, and which he 
sought to do. 


Any comment on that, sir? 

Mr. Tarr. Yes; certainly I have. I am just getting out of my 
briefcase two announcements from Hamilton. I have already re- 
ferred to them, but I will be glad to read them to you. They are 
from Hamilton and Elgin. Here they are. 

No;excuse me. That is the Swiss watch imports. 

Mr. Stupson. While you are doing that, will you tell me if your 
great organization, composed of all these international companies, 
joined you in opposing what the President did to protect that watch 
industry ? 

Mr. Tarr. Which organizations are you speaking of, sir? 

Mr. Stmpson. I am speaking of these corporations and the organi- 
zation you are representing. 

Mr. Tarr. Well, this was something which had to be done pretty 
promptly, and our directors did approve of the statement which I 
issued. 

Mr. Stupson. They did? 

Mr. Tart. Yes, sir. 


Mr. Stmpson. Have they approved of the others where the Presi- 
dent refused to give—— 


Mr. Tarr. IT have it now, sir, if you want to know. This is the 
Wall Street Journal for January 18: 


Exoatn, Ttt.—A research contract for the development of guided-missiles com- 
ponents has been awarded to Elgin Neomatic, Inc., Los Angeles, new electronic 
subsidiary of Elgin National Watch Co., the parent company announced. Mili- 
tary security prevents disclosure of contract details. 
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‘They are certainly preserving their defense skills. 
The other one is: 


Hamilton Watch effects merger. 
And I am sorry I haven’t the date, but this is within the last 2 weeks. 


The Hamilton Watch Co. yesterday acquired all the stock of the Hathaway 
Instrument Co., Denver, producer of electronic instruments. Mr. Sinkler— 


oh, this is Mr. Sinkler again— 


predicted that the combination would develop new and unusual * * * instruments 
for industry and Government. 

And he goes on to say that Mr. Hathaway said Hamilton and Hatha- 
way formed an ideal development team for development work in 
automation. 

Mr. Stmpson. Mr. Taft, you favor the East-West trade in non- 
strategic items between Europe and back of the Iron Curtain ¢ 

Mr. Tarr. I must say I can’t see why we shouldn’t give them some 
butter we don’t want and get some manganese. 

Mr. Srpson. You limit it to butter; do you? 

Mr. Tarr. That is the only one that has come up that I know of. 

Mr. Stmpson. Would you care to put a list in that you approve? 

Mr. Tarr. No; I am not qualified in that, Mr. Simpson. This is 
what our committee has to say on East-West trade, after giving it 
thorough consideration last fall: 

While it may not be desirable to restrict trade in nonstrategic goods between 
the East and West, we must recognize that it is part of Soviet strategy to 
encourage increased dependence on the part of the free world on Soviet mar- 
kets and sources of supply. 

Mr. Stwpson. Desirable to whom, in that first sentence ? 

Mr. Tarr. May I finish it? Then I will be glad to make any com- 
ments on it. 

Mr. Srupson. All right. 

Mr. Tart (continuing) : 

The need for increased economic cohesiveness among the nations of the free 
world presents a fundamental challenge to American trade policy. The only 
good way to assure such unity is by increasing the flow of mutually beneficial 
trade between the countries of the free world. 

Mr. Stmpson. In that first sentence, you say “may not be desirable.” 
Desirable to whom ? 

Mr. Tarr. I mean desirable theoretically. 

Mr. Stimpson. Theoretically ? 

Mr. Tarr. Yes. 

Mr. Stmpson. In the eyes of the British or the French ? 

Mr. Tarr. No: I am talking about—we are for the increase of 
international trade. And in nonstrategic goods, it is by definition 
goods which do not directly contribute to the war potential. 

Mr. Stmpson. And the more of that, the better, back of the Iron 
Curtain? Is that right? 

Mr. Tarr. We say while that may be so, we must recognize it is 
part of Soviet strategy to encourage increased dependence. 

Mr. Stmpson. That is right. 

Mr. Tarr. And therefore we go on to say that there is need for in- 
creased economic cohesiveness among the nations of the free world. 

Mr. Suurrson. That has no bearing on the first sentence. 
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Mr. Tarr. Certainly it has. I am saying that you should increase 
trade by passage of H. R. 1 in order to avoid the necessity of getting 
to the question of nonstrategic materials between the East and the 
West. 

Mr. Srupson. I see. You would only take trade back of the Iron 
Curtain, then, under emergency, under necessity. If we pass H. R. 1, 
we won't have to trade back of the Iron Curtain ? 

Mr. Tarr. I can’t say that, Mr. Simpson, any more than some of 
the companies that are supporting our committee can say exactly 
what will be the effect of H. R. 1 on our business. 

Mr. Stwpson. Do you think seriously—— 

Mr. Tarr. I am serious all the way through, Mr. Simpson. 

Mr. Smoreson. I am glad to know that. Do you think that the 

assage of H. R. 1 will in any sense make trade back of the Iron 
‘urtain less in quantity or in numbers or different items? 

Mr. Tarr. I think it is very likely to. A textile man from Cin- 
cinnati coming back from Europe, from Italy, told me last year that 
he had decided he couldn’t buy the particular textile offered him by 
an Italian producer, and the Italian had said to him—he didn’t raise 
the question—“Well, if you can’t buy it, I’ve got to find a market, and 
that is further east.” 

Mr. Stwpson. Now, I presume that in view of what you have said, 
you don’t object to the Japanese trading back of the Iron Curtain? 

Mr. Tarr. Certainly we do, Mr. Simpson. 

Mr. Smapson. Why ? 

Mr. Tarr. Because it makes them too dependent on the Soviet and 
Chinese general economic scheme. 

Mr. Srweson. I haven’t finished my statement. In nonstrategic 
items. 

Mr. Tarr. I mean in nonstrategic items. Certainly, they must not 
trade in strategic materials. That is forbidden, clearly. 

Mr. Suwpson. But you do not want the Japs to trade in nonstrategic 
items ¢ 

Mr. Tarr. We don’t want them to, at all. 

Mr. Srreson. But you don’t object to the British or the Italians 
doing that? 

Mr. Tarr. Certainly I object to that. And the figures that Mr. 
Stassen has given to this Congress on several occasions have indicated 
that the amount even of the nonstrategic trade has-been going steadily 
down, and it now is quite insignificant. 

Mr. Srveson. And you don’t favor it, then? You don’t want any 
of that trade in nonstrategic items ? 

Mr. Tarr. No, sir. I am interpreting what that statement means 
and what it says. 

Mr. Srwpson. And we don’t do it in the Pacific now, and you don’t 
want it done there; is that correct? 

Mr. Tarr. Well, the policy of FOA you will have to get from the 
FOA. I approve of it as it has been reported in the newspapers. I 
have had no part in it. FOA being the agency of the Government 
which administers this part of the operation. 

Mr. Srapson. Just one question pertaining to the Japs, and I 
suppose you will be glad. 

Mr. Tarr. No, sir; I am enjoying this. 
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Mr. Suwpson. Under this H. R. 1, as far as 1 can understand it, it is 
set up so that the United States will make concessions in tariff to coun- 
tries in Ettrope with no hepe or no expectation of a reciprocal con- 
cession by that country to us, but with the expectation that that coun- 
try will one way or the other help the Japs. We make the sacrifice— 
let me put it that way—and that other country gets the benefit. Do 
you believe in that, if I am correct in that sadunaaiaiien of the bill? 

Mr. Tarr. That is not my understanding of the bill. That is a 
very surprising interpretation, Mr. Simpson. 

Mr. Srupson. That is another point that we are at wide diverg- 
ence on. 

They have it some way here that we make an agreement with coun- 
try A, and country A makes a cut to the Japanese. 

Mr. Tart. But our negotiators will still be getting something which 
is for the benefit of the United States. 

Mr. Simpson. Now, may I ask, Do you insist that that be a quid 
pro quo part of this H. R. 1, namely, that we have to get something 
of advantage for every concession we make ? 

Mr. Tarr. We have to get something of advantage, and the thing 
of advantage is that Japan gets an outlet for her goods, whether it 
is to us or somebody else, so that they don’t have to sell back of the 
Iron Curtain. 

Mr. Stuprson. That is a very, very broad statement you make there. 

Mr. Tart. I can only say, Mr. Simpson, that this is something which 
was clearly presented to the leading members of this committee last 
year by the administration, before the extension was passed. 

Mr. Stmpson. Not being a leading member, I don’t know what you 
mean by that. What I am asking you now is 

Mr. Tarr. Well, it was presented certainly to the chairman. I had 
assumed that you were there also. The then chairman; excuse me, 
Mr. Cooper. 

Mr. Stupson. What I am asking you now, and I would like to know: 
How far do you think this country should go in making concessions 
to country A, provided country A makes concessions to country B, 
and then on the broad statement, “Well, that is good for us inter- 
nationally,” justify it. And do you believe, sir—pardon my pointing 
my finger 

Mr. Tarr. I don’t mind. 

Mr. Stmpson. That such a delegation of authority is constitutional ? 
And that gets me to the really critical question, here. 

Mr. Tarr. I believe that that delegation of authority is constitu- 
tional. Certainly I do. I can’t see that it is any different in quality 
from the authority which is given under the Reciprocal Trade Agree- 
ments Act since the beginning. And certainly the standards are laid 
down in far greater detail than they have been in any earlier act. And 
I would say that the benefit to the United States through the increased 
trade of Japan with the free world, as distinguished from trade behind 
the Iron Curtain, is a very definite benefit, which is a proper exchange 
for concessions that may be given. 

Mr. Srwpson. Well, will you tell me a limit—a limit—upon Con- 
gress in authority delegated by the Constitution to have control over 
tariffs and trade? 





2510 TRADE AGREEMENTS EXTENSION 


Mr. Tarr. I believe that Congress can delegate most of its author- 
ities if they set up the standards properly for the exercise of the 
authority Salugjatod: ; 

Mr. Srmprson. But under the standard—— 

Mr. Tarr. I would say that under the original form—this is my 
own personal opinion, now, I am not speaking, obviously for the 
committee. And I am expressing a view that I have heard expressed 
by the distinguished senior Senator from Georgia on the same sub- 
ject—that in the original form, there was not very much of standard 
set up. That was perhaps a sound argument at that time. But under 
the present form, the standards are very clear, very extensive, and I 
don’t think there can be any doubt about the constitutionality of the 
present act as it is in force, and I don’t personally have any doubt 
about H. R. 1. 

Mr. Srwpson. And I ask you, though, where is the limit? Mr. 
Dulles said it would be constitutional, but he did say there is a point 
where the delegation would be unconstitutional, and I am asking you, 
Can you tell us where that might be? 

Mr. Tarr. I am sorry. I am not a constitutional authority, Mr. 
Simpson, I can’t fix a precise limit on it. In fact, I rather doubt 
whether anybody can. But this is well within it; that is all I can say. 

Mr. Stmpson. Well within it. Mr. Dulles was not too sure it was 
well within it. 

Mr. Tarr. Well, that may be. I have disagreed with Mr. Dulles 
before, too. 

Mr. Srmrson. Oh, really? 

Mr. Tarr. Yes, sir. 

Mr. Strson. Thank you very much. That is all. 

The Cuarrman. Any further questions? 

Mr. Esernarrer. I ask unanimous consent for the information of 
the committee, Mr. Chairman, that there be inserted in the record, 
from the Internal Revenue Code of 1954, excerpts from section 501 
which pertain to the exemption from taxation of certain organiza- 
tions. r specifically refer to section 501 (c) (6) which reads: “Busi- 
ness leagues, chambers of commerce, real-estate boards, or boards of 
trade, not organized for profit and no part of the net earnings of 
which inures to the benefit of any private shareholder or individual.” 

The CuarrmMan. Without objection, it is so ordered. 

(The material referred to follows :) 


INTERNAL REVENUE Cope, 1954 
Section 501. Exemption from tax on corporations, certain trusts, etc. 
ao * * - J * = 


(c) List of exempt organizations, 
” * * + * * + 


(6) Business leagues, chambers of commerce, real estate boards, or boards of 
trade, not organized for profit and no part of the net earnings of which inures 
to the benefit of any private shareholder or individual. 

Mr. Esernarter. So that will clear up the question of whether or 
not this organization is tax exempt. 

The CHatrrman. Without objection, I would like to submit for the 
record, with respect to the constitutional question that has been 
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mentioned here, a discussion of that point in the Ways and Means 
Committee Report in 1945, and also include a copy of the speech that 
I made in the House in 1940, in which I endeavored to discuss the con- 
stitutional question involved in the trade-agreements program. 

(The material referred to follows :) 


CONSTITUTIONALITY 


After more than 10 years, it is now generally conceded that the constitutional 
objections which have been raised against the trade agreements program are 
completely unjustified. However, because of the importance of giving careful 
consideration to the constitutional aspects of proposed legislation this matter, 
which has been thoroughly examined by the Congress when considering trade 
agreements legislation in 1934, in 1937, in 1940, and in 1943, will again be briefly 
discussed. 

The two basic constitutional issues are (1) whether the act involves an uncon- 
stitutional delegation of legislative power and (2) whether the trade agreements 
are treaties and as such must be approved by two-thirds of the Senate. We do 
not propose at this time to review the many authorities and precedents which 
were carefully considered by us in 1934 and since then in reaching our conclu- 
sion; they are all to be found in the records of the previous hearings which have 
been held by this committee and by the Senate Finance Committee on the Trade 
Agreements Act. 

We shall simply repeat now that on the delegation of power issue there are 
precedents going back to 1794 which show that throughout the entire course of 
the Nation’s history Congress has delegated to the President broad discretionary 
powers in the regulation of foreign commerce. So far as we have been able to 
discover there has never been a single successful challenge in our courts to any 
af these acts. On the contrary there are numerous decisions by the United States 
Supreme Court squarely rejecting such challenges and upholding the power of 
Congress to invoke the assistance of the Executive in dealing with these peculiar!v 
difficult and delicate problems which touch and sometimes go to the very heart 
of our foreign relations. Suffice at this time merely to refer to the leading cases 
of Field v. Clark (143 U. S. 649), which involved an unsuccessful attack on the 
McKinley Tariff Act of 1890 on both the delegation of power and treaty issue; 
Hampton v. United States (276 U. S. 394), involving an unsuccessful ch°llenge 
of the so-called flexible tariff provisions of the Tariff Act of 1922; and United 
States v. Curtiss-Wright Export Corporation (299 U.S. 304), which in unequivocal 
terms upheld the power of Congress to delegate broad discretion to the Executive 
in matters which concern the regulation of our foreign commerce. 

On the treaty issue the precedents and authorities are equally conclusive. 
Again the precedents go back to the early days of the Republic. Many of the 
agreements entered into by this Nation which have been brought into force with- 
out being submitted to the Senate under the treatymaking procedure were con- 
cluded pursuant to congressional authorization ; for example, the postal conven- 
tions and, notably, the reciprocal tariff agreements negotiated pursuant to the 
McKinley Tariff Act of 1890 and the Dingley Tariff Act of 1897. These latter 
reciprocity agreements, some 27 of which were concluded without Senate rat'fi- 
cation, constitute inescapable precedents on the treaty issue for the trade agree- 
ments which are authorized by the Trade Agreements Act. In 1937 the Supreme 
Court spoke unmistakably to the point when it stated in respect to certain execu- 
tive agreements concluded by this Government: 

“The assignment and the agreements in connection therewith did not, as in the 
ease of treaties, as that term is used in the treatymaking clause of the Consti- 
tution (art. II, sec. 2), require the advice and consent of the Senate (United 
States v. Belmont, 301 U. S. 324, 330).” 

Five times now, beginning in 1934, this committee has given the most serious 
study to the so-called constitutional objections which have been raised by the 
opponents of the program, and our conclusion remains the same as in 1934: We 
consider that it is clear, on the basis of precedent and authority, that (1) no con- 
stitutional or other legal considerations require Senate ratification of trade agree- 
ments and (2) the Trade Agreements Act involves no improper delegation of 
legislative power. 
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Extracts From A SPEECH BY THE HONORABLE JERE CooOPEeR ON FEepRuARY 20, 1940, 


IN THE HOUSE OF REPRESENTATIVES ON THE CONSTITUTIONALITY OF THE TRADE 
AGREEMENTS ACT 


Mr. Coorer. Mr. Chairman, * * * 


* * * * ~ a . 
My good friend, the chairman of the Ways and Means Committee, has 
bonored me by suggesting that I devote at least a part of the time allotted to 


me to a discussion of the legal and constitutional question involved in the 
Reciprocal Trade Agreements Act. 


CONSTITUTIONALITY OF TRADE AGREEMENTS ACT 


There is neither the time nor is there any necessity for my attempting to 
review in detail the constitutional question. There is not the necessity for 
such a review because I am confident that all those who are willing to be con- 
vinced have been entirely satisfied that there is in fact no real question concern- 
ing the constitutionality of the Trade Agreements Act. And as for the shortness 
of the time available to me, I doubt if that really makes very much difference 
because I am sure that even if I had 10 days to speak on this subject, rather 
than 10 minutes, I could not make any progress with those Members who would 
vote against this act even if it had been written by the Supreme Court itself. 

For the benefit of all Members, however, I want to say that the constitutional 
question has been given the most attentive consideration by the Committee on 
Ways and Means each time the act has been before us. I speak from personal 
knowledge when I assure you that this question received our best attention. 
Our concern in this question is necessarily deeper than that of persons who, 
while voicing constitutional objections, are in fact opposed to the legislation 
regardless of its constitutionality. Moreover, recognizing that this is a matter 
which involves our contractual obligations with many other nations as well as 
our domestic law, we have felt an especial concern that there should be no 
reasonable doubt on this question. I do not claim to possess the same super- 
human qualities as an infallible prophet on constitutional questions, as some 
Members have done from time to time—frequently, however, they subsequently 
found themselves in disagreement with the Supreme Court on the same matter. 
I do say emphatically, however, that the majority members of the committee 
were entirely convinced that this act stands squarely within the bounds of the 
Constitution as laid down both by court decisions and the long-established and 
unquestioned practices of the Congress from the earliest days.of the Nation. 

Only two constitutional issues have been raised: First, that the act involves 
an unconstitutional delegation of legislative power, and secondly, that trade 
agreements are treaties which must be ratified by two-thirds of the Senate. I 
think it is very important for us in considering the precedents to keep in mind 
that these two issues are separate and distinct. A great deal of confusion has 
been caused, whether intentionally or not I am not sure, by scrambling up the 
issues and the precedents. On the one hand, some minority members at the 
hearings would attempt to distinguish direct decisions and precedents on the 
delegation issue by stating that those cases did not involve international agree- 
ments, while other members who asserted that there were no precedents for not 
submitting trade agreements to the Senate as “treatfes” attempted to avoid the 
square application of precedents such as the reciprocity agreements made under 
section 3 of the Dingley Tariff Act of 1897 without Senate ratification. I repeat, 
they tried to avoid and distinguish such square Republican precedents on the 
treaty issue by offering the utterly irrelevant distinction that section 3 of the 
Dingley Act specified the items and rates to be covered in the agreements. 
the delegation issue, but it has absolutely no bearing on the treaty issue. And, 

The question of specifying particular items and rates may have a bearing on 
the delegation issue, but it has absolutely no bearing on the treaty issue. And, 
conversely, when we are talking about the delegation issue, it is worse than 
ridiculous to attempt to distinguish pertinent cases by saying that they did not 
involve international agreements. I hope I have made this fundamental point 
clear. It is really a very simple one, but it is also an essential one if we are to 
understand the force of the authorities and precedents which support the Trade 
Agreements Act on these two separate constitutional issues. 

I cannot attempt to review the many decisions and precedents which were 
carefully considered in 1934 when this act was originally enacted, nor shall I 
attempt to go into the details of the recent decisions of the Supreme Court which 
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have reaffirmed the soundness of the conclusion which we reached in 1934. These 
authorities are all to be found in the records of the 3 hearings which have 
been held by the Committee on Ways and Means and the 2 hearings previously 
held by the Senate Finance Committee on this act. I shall simply state for the 
benefit of those Members who have not had an opportunity to make an exhaustive 
examination of this matter for themselves that on the delegation-of-power issue 
there are precedents going back to 1794 which show that throughout the entire 
course of the Nation’s history Congress has delegated to the President broad 
discretionary powers in the regulation of foreign commerce. It is not necessary 
for Members to take my word for this. Permit me to read to you what the 
Supreme Court of the United States said in 1936 in the case of United States v. 
Curtiss-Wright Export Corporation (229 U. 8S. 304, 324): 

“Practically every volume of the United States Statutes contains one or more 
acts or joint resolutions of Congress authorizing action by the President in re- 
spect of subjects affecting foreign relations, which either leave the exercise of 
the power to his unrestricted judgment or provide a standard far more general 
than that which has always been considered requisite with regard to domestic 
affairs.” 

So far as I have been able to discover—and I am sure that I am right on this— 
there has never been a single successful challenge in our courts to any of these 
acts. On the contrary, there are numerous decisions by the Supreme Court 
squarely rejecting such challenges and upholding the power of Congress to in- 
voke the assistance of the Executive in dealing with these peculiarly difficult 
and delicate problems which touch and sometimes go to the very heart of our 
foreign relations. 

S x x * * * * 


I shall simply refer to three of the leading cases which I believe, taken to- 
gether, make it clear beyond any reasonable doubt that there is no improper 
delegation of legislative power in the Trade Agreements Act. Field vy. Clark 
(148 U. 8S. 649 (1892)) involved an unsuccessful attack on the McKinley Variff 
Act of 1890 on both the delegation-of-power and treaty issues; Hampton v. United 
States (276 U. S. 394 (1928)) established the constitutionality of the so-called 
flexible-tariff provisions of the Tariff Act of 1922, whereby Congress delegated 
to the President the authority to modify tariff rates within a 50-percent range; 
and United States v. Curtiss-Wright Export Corporation (299 U. S. 304 (1936) ), 
where the Supreme Court in unequivocal terms upheld the power of Congress 
to delegate broad discretion to the Executive in matters which concern the regu- 
lation of our foreign commerce. 

It ought not to be necessary, but perhaps it is desirable, to say again that the 
Trade Agreements Act is one of the most important measures which this Con- 
gress has ever enacted in carrying out its plenary power to regulate our foreign 
commerce. The situation in the world today and for the past 10 years has been 
such that our responsibility to regulate effectively our foreign commerce called 
for setting up a procedure which could protect and foster our overseas trade. 
The Congress would simply be helpless to provide effective regulation of our 
foreign commerce under these circumstances if it could not establish some pro- 
cedure which would enable us to deal with and control foreign tariffs and trade 
barriers as well as our own. 

In the Hampton case the Supreme Court upheld the power of Congress to 
invoke the assistance of the Executive by delegating to him power to change our 
tariff rates within a 50-percent limit pursuant to the principle of equalizing costs 
of production in foreign commerce. During recent years the situation of world 
trade was such that it was imperative for Congress to administer quickly and 
effectively to that other equally important aspect of commerce—namely, distri- 
bution. Chief Justice Taft recognized the realities involved when he said in the 
Hampton case that—I quote: 

“In determining what it (the Congress) may do in seeking assistance from 
another branch (the executive), the extent and character of that assistance must 
be fixed according to common sense and the inherent necessities of governmental 
coordination.” 

The realistic rule laid down in the Hampton case for deciding these ques- 
tions was stated as follows—I quote: 

“If Congress shall lay down by legislative act an intelligible principle to which 
the person or body authorized to fix such rates is directed to conform, such legis- 
lative action is not a forbidden delegation of legislative power.” 

* * * * + — * 


57600—55—pt. 2——73 
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I submit that the principle on which the Trade Agreements Act rests, of 
bargaining open foreign channels of distribution and markets in aid of American 
producers, is an “intelligible principle’ which accords with “common selise 
and the inherent necessities of the governmental coordination,” to use the authori- 
tative words of Chief Justice Taft. 1 cannot attempt to discuss in detail the 
underlying limitations and policies prescribed in this act, but I can refer any 
Members who are interested to a very full exposition of this aspect in an article 
by Francis B. Sayre, in volume 39 of the Columbia Law Review, entitied “The 
Constitutionality of the Trade Agreements Act.” So much for the delegation- 
of-power issue. 

On the second issue—namely, whether the trade agreements must be submitted 
for ratification by two-thirds of the Senate-—the precedents and authorities. are 
equally conclusive. Again I can say that the precedents go back to the early 
days of the Republic. The various international agreements concluded by this 
Government without Senate ratification number at least 1,000. These agree- 
ments dealt with a variety of matters, and many of them, like the present trade 
agreements, were concluded pursuant to congressional authorization. 

Since 1792 the Congress has exercised its important powers in connection with 
the regulation of our foreign mails by delegating certain powers to the Executive 
and invoking his assistance in carrying out congressional policy through the 
negotiation of executive agreements with other nations. In 1890 Chief Justice 
Taft, then Solicitor General, upheld the power of Congress to authorize the 
Postmaster General to adhere to international postal conventions without Senate 
ratification. A similar statute stands on our books today. 

As I mentioned earlier in my remarks, the reciprocal agreements negotiated 
pursuant to section 3 of the Dingley Tariff Act of 1897 constitute inescapable 
precedents on the treaty issue. Some 15 of these agreements were concluded, 
as expressly authorized by Congress, without Senate ratification. As I have 
said before, the argument that these agreements were different because the act 
prescribed the terms and rates to be dealt with in the agreements, is of absolutely 
no relevance on the treaty issue. These matters go only to the delegation issue, 
and in view of the ample authorities on this issue, there is no need to, and I do 
not, rely on these agreements as precedents on the delegation issue. I might 
simply add for the benefit of those who might otherwise overlook the fact, that 
the Dingley Act was a Republican measure. 

Finally, as to the treaty issue it is highly significant that of all the Executive 
agreements which have been concluded, not one has ever been stricken down 
by the courts as being a violation of the treaty-making power. On the contrary, 
the Supreme Court itself on several occasions has expressely recognized the 
standing of such agreements concluded without Senate ratification. In the 
Curtiss-Wright decision, cited previously, the Supreme Court referred to “treaties, 
international understandings, and compacts,” declaring that “the power to make 
such international agreements as do not constitute treaties in the constitutional 
sense,” although not “expressly affirmed by the Constitution, nevertheless 
exist(s) as inherently inseparable from the conception of nationality.” And in 
1937, in United States v. Belmont (301 U. 8S. 324, 330), the Supreme Court again 
spoke unmistakably to the point when it stated in respect to certain Executive 
agreements concluded by this Government : 

“The assignment and the agreements in connection therewith did not, as in 
the case of treaties, as that term is used in the treaty-making clause of the Con- 
stitution (art. II, sec. 2), require the advice and consent of the Senate.” 

I have deemed it desirable to refer to the Curtiss-Wright and the Belmont de- 
cisions because both are highly pertinent pronouncements of the Supreme Court 
which had not been decided when the Trade Agreements Act was enacted in 1934. 
Both of these decisions strongly fortify the conclusion which we reached in 1984 
on the basis of precedents and authorities then available, the Curtiss-Wright de- 
cision passes directly on the delegation of power issue and speaks directly to the 
treaty-making issue, while the Belmont case bears directly on the latter issue. 

Three times now—first in 1934, then in 1937, and again in 1940—Congress has 
given these matters the conscientious consideration which any constitutional 
question requires. Both in 1937 and in 1940 the latest pertinent decisions of the 
Supreme Court have confirmed the soundness of our 1934 conclusion. I submit 
the time has come when we must accept the views of that Court as foreclosing the 
constitutional question as a subject for further debate. Let us, therefore, direct 


our attention, as the lawyers say, to the merits. I think we will find the record 
equally conclusive on that score. 


(See further material on this subject submitted by Mr. Eberharter 
on p. 2594.) 
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Mr. Eseruarrer. Mr. Chairman, our colleague, Hon. John D. Din- 
gell, has introduced a resolution to prohibit the importation of Ca- 
nadian fermented malt bev erages. 1 ask unanimous consent that this 
resolution be included in the record of this hearing. 

The CuHairMan. Without objection, it is so ordered. 

(The resolution follows :) 


[H. J. RES. 195, 8ith Cong., Ist Sess.) 


JOINT RESOLUTION To prohibit the importation from the Dominion of Canada into the 
United States of fermented malt beverages, wines, and distilled spirits manufactured 
in the Dominion of Canada, and for other purposes 


Whereas the tariffs imposed on fermented malt beverages, wines, and distilled 
spirits by the Dominion of Canada are excessively high and discourage trade; 
and 

Whereas the Provinces of the Dominion of Canada impose other restrictions 
upon the importation and sale of fermented malt beverages, wines, and distilled 
spirits which, together with the high tariffs, prohibit, in fact, the importation 
into Canada of these products for domestic consumption ; and 

Whereas under Canadian law, the authority to impose import duties and 
restrictions on foreign commerce is vested exclusively in the Dominion and not 
in the Provinces ; and 

Whereas under the Constitution of the United States, no State can impose 
any tariffs or restrictions upon foreign imports without the consent of the 
Congress of the United States, and no such consent has been given; and 

Whereas no restrictions, other than a modest tariff, on the importation of fer- 
mented malt beverages, wines, and distilled spirits manufactured in the Dominion 
of Canada have been imposed by the Government of the United States; and 

Whereas under the General Agreement on Tariffs and Trade, the Dominion of 
Canada is obliged to eliminate restrictions, other than duties and taxes, on the 
importation of products from the United States ; and 

Whereas by tolerating the imposition by the Provinces of restrictions which 
prevent the importation of fermented malt beverages, wines, and distilled spirits 
for domestic consumption, the Dominion of Canada is, in effect, condoning such 
restrictions ; and 

Whereas by condoning these Provincial restrictions, the Government of the 
Dominion of Canada is in violation of the General Agreement on Tariffs and 
Trade: Now, therefore, be it 

Resolved by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the importation into the United States of 
fermented malt beverages, wines, and distilled spirits manufactured im the 
Dominion of Canada be, and the same is hereby, prohibited: Provided, however, 
That this joint resolution shall cease to be effective when the Secretary of the 
Treasury shall find that all restrictions imposed by the several Provinces of 
the Dominion of Canada on the importation of fermented malt beverages, wines, 
and distilled spirits manufactured in the United States, have been eliminated, 
and the tariff rates thereon have been lowered sufficiently to permit their imperta- 
tion and ready sale for consumption in Canada. 


Mr. Tarr. Mr. Chairman, I would like to add one statement, if I 
may, because this question has not been asked me but it was. asked 
of my associate, Mr. Schramm, with reference to the studies which 
have been made and which we have urged to be made by other organi- 

zations, as well as by the Library of Congress, of the foreign trade 
situation in local communities and districts in the United States. 

So far as any such studies with which we are associated, we have 
attempted to make it a perfectly dispassionate investigation of the 
facts, starting with no preconceiv ed ideas. We have selected, where 
we had anything « do with it, districts that were typical from the 
standpoint of, No. 1, a large port city; No. 2, a large interior city; 
No. 3, an area in which you had both industrial and agricultural 
workers. And we have had in mind, I may say, that in connection 
with those 3, since the political question was raised, in I case the Con- 
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gressman involved was, I believe, opposed in his past record, and in 
the other 2 cases the Congressmen involved, 1 Republican and 1 Demo- 
cratic, were all on my side of the argument throughout. So that 
we have attempted to get factual information for a local community 
on its own particular situation. It has not been aimed at pressure on 
a particular Congressman. 

Mr. Srweson. Mr. Taft, no one objects to you doing a thing like 
that, though it is a little hard to take tax exempt and go out and 
use it for political purposes, propaganda purposes, which is what 
you are doing. It is just exactly the same thing as taking money 
out of the Treasury down here—— 

Mr. Tarr. I don’t consider it as being in that category at all, Mr. 
Simpson, any more than any other objective study whether it was 
made by, say, the Tariff Commission or by a private foundation on the 
whole status of foreign trade in the United States. This is a general 
matter of business information in which all business people are con- 
cerned. 

Mr. Sruurson. Why, Congress has the say with respect to the Tariff 
Commission. If Congress instructed the Tariff Commission to go 
out and make a survey for political purposes, they would do it. 

Mr. Tarr. I don’t take it that it is for political purposes, and the 
Tariff Commission, in my experience, has gone after the facts as have 
private groups. I rely on those facts. 

Mr. Simpson. You spread it around and try to get the people to 
vote against the Congressman who happened to be against foreign 
trade. 

Mr. Tarr. We have not done so. 

Mr. Stmpson. Well, you went up in my district. 

Mr. Tarr. We didn’t go up there, sir. That was done before our 
committee was even organized. 

Mr. Simpson. You circularized it when the time came. You paid 
for having it reprinted. You did your best to defeat me on that point. 

Mr. Tarr. Oh, no. Neither you nor any other Member of Congress. 
With all respect, Mr. Simpson, I know enough about your district to 
know that you probably can’t be defeated. I will come in and help 

ou. 
; Mr. Srpson. That is not my point. My point is that you are 
taking tax-exempt money, this great organization that you head 

Mr. Tarr. I am informed that we never reprinted that story. It 
was circulated, I believe, by another organization. 

Mr. Smrpson. You got the League of Women Voters to do it. 

Mr. Tarr. I don’t think you should say that we did it. 

Mr. Stmpson. You paid them to do it. 

Mr. Tarr. No, we haven’t got that kind of money. 

Mr. Srurson. You encouraged them todo it. Let’s get this straight, 
because my information is that you did. 

Mr. Tarr. We did not pay for that printing. 

Mr. Srupson. You either paid them or asked them to do it. And 
it may be that you concealed the money. I don’t know. 

Mr. Tarr. That study was made before we were in existence, sir. 

Mr. Eseruarter. We are not going to take an hour or so to question 
Mr. Strackbein’s organization. We did not do that with him and all 
those American tariff leagues. We are trying to be fair about this 
thing. 
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Mr. Stmpson. As a matter of fact, this is a very important matter. 
I would not want them to go into your district and make a survey 
with tax-exempt money. And I do not think your organization was 
created for that purpose. 

Mr. Tarr. We have done no such thing, but, let me ask you about 
employers who were stirred up by one of the other organizations to 
put a letter on their bulletin board and ask all their employees to copy 
it and send it to this committee. 

Mr. Simpson. It is not tax exempt. They pay the bill themselves 
out of their pockets. 

That is all, Mr. Chairman. 

Mr. Tarr. This is the article to which Mr. Simpson is referring. 
I would like to offer it for the record, if I may. It has at its top, 
“League of Women Voters of the United States.” It says: “The fol. 
lowing article reproduced from The Washington Post dated May 24, 
1953.” My committee was incorporated in September 1953. 

Mr. Srupson. Will you state that your group had nothing whatever 
to do with the reproduction or circulation of that ? 

Mr. Tarr. Not so far as I know. We may have circulated some 
copies of it along with other material on trade policy, in response 
to requests. ' 

Mr. Srmpson. That is one of your principal exhibits, and I do not 
blame you. That isa good picture. 

Mr. Tarr. I have heard about it many times, but I am president of 
this organization, and I think this is the first I ever saw it. 

Mr. Smrson. You do not know what you missed. I want you to 
read that. 

Mr. Tarr. I may say I agree with its conclusions, which are that 


there are more people concerned with exports in your district than 
fear damage from imports. 

The CHarrman. All right. 

(The material referred to follows :) 


{The following article reproduced from the Washington Post dated May 24, 1953] 


HiecHer Tarirrs Coutp Hurt Sponsor’s Districr 
(By Chalmers M. Roberts) 


The facts and figures presented here are from research done for 
the United States Council of the International Chamber of Com- 
merce. The interpretations are those of Post Reporter Roberts. 


The congressional district of Representative Richard M. Simpson, the Penn- 
sylvania Republican who is championing the drive for higher tariffs, would 
benefit more from just the opposite—lower tariffs. 

This appears to be a reasonable conclusion from a look at the economy of the 
eight central Pennsylvania counties which make up the Keystone State’s 18th 
District. 

The economy of the district rests on small farms, small coal mines and small 
industry. Yet just as surely as the whole fabric of American industry and agri- 
culture has been changing in the past two decades, so have the economic interests 
of Simpson’s eight counties. The change has been from a declining coal industry 
and farming to small and medium-size manufacturing—businesses which need 
expanding markets at home and abroad and which are dependent to some degree 
on foreign raw materials. 
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DOLLAR-POOR CUSTOMERS 


Consider, for example, the J. C. Wald Co. of Huntingdon, the Congressman's 
hometown. 

This firm makes reflective paint for those safety lines down the middle of 
Streets and highways and it makes the machines that spread the paint. Both 
paint and machines have marked highways in France, Belgium, Australia, and 
other foreign countries. But, says Richard Wald, his would-be foreign buyers 
jack the dollars to buy more paint and machines, dollars they can get only by 
selling in the American market. 

Or take the four national industries with plants in Simpson’s district. H. J. 
Heinz turns farm products into baby foods and catsup for American homes. 
Heinz himself is a more-trade advocate. Oné of the reasons for the great growth 
of this old firm was its recognition of the need for worldwide sales and the pro- 
gram it undertook to obtain them. The Baldwin-Hamilton-Lima locomotive firm 
owns the Standard Steel plant at Lewisburg, chief heavy industry in the district. 
Parts produced there are exported to South America. 

American Viscose employs 3,000 workers at Lewistown. The firm was recently 
concerned about “foreign competition” but met the problem by price cuts, and 
there were no layoffs. Accordingly, employment was maintained and the con- 
sumers benefited from lower prices. Owens-Corning Fiberglass at Huntingdon 
employs 950 and exports 1 percent of its current output. 


A MAJOR EXPORT 


In Franklin County, the 1951 industrial output was valued at $99 million, more 
than a third of it accounted for by industries making metals and metal products. 

The two chief employers—the Frick Co. and the Landis Tool Co., each with 
just over 1,000 employees—make machine tools, a major American export. The 
Chambersburg Engineering Co. makes drop forges, hydraulic presses, power 
machinery and machine tools and exports some of them. The last-named com- 
pany was one of the leaders behind a 1945 postwar survey of the immediate area’s 
economics, a Survey which pointed to the importance of foreign trade. 

Other national firms—auto manufacturers, major gasoline companies, soft- 
drink bottlers—have retail outlets in the district as elsewhere. For the most 
part, the dollar dependence of these concerns on world trade (and the jobs of 
those who work for them in the Simpson district) appears to be little understood. 
One exception is Martin H. Heine, who operates a petroleum company (Esso 
products) in Huntingdon and who has been after Simpson for proposing to curb 
residual fuel imports. 

Heine says the Simpson tariff bill would mean financial ruin for a lot of inde- 
pendent jobbers and distributors who specialize in residual fuel oil and would 
probably raise the price of home heating oil (domestically produeed) 1 or 2 
cents a gallon because industrial users would bid up the price. 


A POWER IN THE HOUSE 


These are some scenes in the 18th Congressional District of Pennsylvania which 
indicate the area’s interest in expanding world trade. 

What Representative Simpson does in his tariff bill or in any other legislative 
action is important because he is the senior Republican Congressman from Penn- 
sylvania, is third in seniority among GOP members of the powerful House Ways 
and Means Committee and is chairman of the Republican congressional campaign 
committee for the 1954 election. 

In the past 2 decades, the eight counties of Simpson’s district have been grad- 
ually changing. The trend has been noticeable but not spectacular. 

In the 1939-50 period, the value of industrial products rose from $75 million 
to $240 million, while in the nearly comparable 1939-49 decade the value of farm 
products rose only from $22 million to $50 million. 

As dairy products rose from 27 to 43 percent of the total farm output, wheat 
and other field grains declined. Yet Simpson’s district still produces a lot of 
wheat and buckwheat—and a third of all American wheat is exported as is 15 
percent of buckwheat, a Pennsylvania specialty. Hogs, too, are raised in Simp- 
son’s district—and the lard from every fourth American hog is exported. 
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WHEAT BORE BRUNT 


When this Nation cut down on cheese imports to satisfy the clamor of dairy 
farmers, European nations cut back their wheat purchases. Because our farm 
exports are declining, American taxpayers, including those in Simpson’s district, 
are spending millions to store up surpluses. Lower tariffs let foreign nations 
sell goods in this country and earn dollars to buy American goods—including 
goods from the farms and factories of the Simpson district. 

Despite the dollar increase in farm products, the number of farms in the 18th 
district droped by 2,327 between 1945 and 1950 and the acres harvested declined 
by 88,398. The biggest decline was in the richest farm county, Franklin, in 
which industry is expanding. 

The dominant industry of the Simpson district for generations has been coal 
mining. But many of the mines are played out and more economical fuels have 
taken over coal’s markets even in this coal-producing area. Gas is piped in from 
Texas. Domestic heating oil comes in by tank car. The giant diesel engines of 
the Pennsylvania and Baltimore & Ohio Railroads burn another form of domestic 
petroleum as they crisscross the district. 

Somerset is the major coal county of the district. Since the flush years im- 
mediately after World War II, however, coal has slipped from more than 8 million 
tons in 1947 to less than 5 million tons in 1952. Bedford County slipped from 
950,000 to 207,000. It is the pressure from coal that is pushing one of the most 
controversial sections of the Simpson tariff-hiking bill, a provision to curb 
drastically imports of Venezuelan residual fuel oil. 

But it would cost thousands of dollars for business firms which now burn 
residual fuel oil to install coal stokers instead. And there is no guaranty that 
they would not switch to gas or some other fuel. 


INDUSTRY THE LOSER 


To halt residual imports very likely would not help the coal industry in Simp- 
son’s district. It certainly would penalize the growing industry of his district 
and might very well raise fuel costs to home heating consumers. 

Just as Simpson bill provisions such as this one would increase costs to con- 
sumers, so lower tariffs would generally benefit consumers in the 18th Penn- 
sylvania District along with consumers everywhere through the country. 

Another Simpson bill provision would raise the price of lead and zine, both 
minerals used increasingly in the 18th district. Whether a major toolmaker or 
L. E. Beck & Son’s small shop in Greencastle, maker of plumber’s pipe, business 
firms in Simpson’s district would have their costs increased. 

Finally, there are some 200 constituents of Representative Simpson who live 
in Franklin County along the Maryland line and who commute daily to Hagers- 
town, Md., to help make Fairchild’s flying boxcars, an export aircraft. 

From all these fragments of information, it seems clear that Simpson's district 
is so much involved in foreign trade that his tariff-hiking bill would hurt, not 
help, its economy. 


NONE ASKS PROTECTION 


Like most American businesses, the firms in the district are not such “infant 
industries” that they would be wrecked or even noticeably injured by and rea- 
sonable increase in imports, and, of course, they stand to benefit by any expan- 
sion of foreign trade that provides more dollars to countries abroad to buy 
American products. . 

Most significantly, none of the new and growing industries in Simpson’s dis- 
trict has called for tariff protection. The head of the firm that makes the high- 
way marking machines had never even heard of the Simpson bill, although it 
might very well end his export market. 

Much of the thinking in the district—when, in fact, there is any discussion of 
the Simpson bill—appears to be directed toward protecting a bygone economy 
based on coal and farming alone. And some of the thinking reflects a world 
of long ago. ; 

Consider a recent editorial in the Somerset Daily American which declared 
that “the objections raised to the Simpson bill resemble those which arose when 
Blaine was pleading for a protective tariff * * *. Thrown upon their own re- 
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sources, our allies will be more likely to develop strength than by continuing to 
lean either through aid or trade upon the United States.” 

The editor apparently does not know that there are industries in his own areas 
which “lean” on trade, too. 

Simpson himself said last week that, in offering his tariff-raising bill, “I 
haven’t really thought about it in relation to my district.” 


MORE “STUDIES” NEEDED 


It would appear from this limited excursion into the economics of a single 
American congressional district that the advocates of “trade, not aid,” and of an 
expanding free world economy need to do a lot of basic research in a lot of con- 
gressional districts if they are to convince Congress just how vital trade is to the 
United States as well as to the rest of the non-Communist world. 

And perhaps some Congressmen would do well to restudy their own districts. 


The Cuarrman. All right... Anything further, Mr. Taft? 

Mr. Tarr. No, sir. 

The Cuamman. We thank you for your appearance and the infor- 
mation you have given the committee. 

(The following material was submitted for the record :) 


ADDITIONAL STATEMENT SUBMITTED BY MR. CHARLES P. TAFT, PRESIDENT, 
COMMITTEE FOR A NATIONAL TRADE Po.icy, INc. 


AMERICAN TARIFF LEAGUE ADVERTISEMENTS, WEEK OF JANUARY 24-28, 1955 


During the week of January 24 to January 28 the trade information service 
of the American Tariff League, Inc., ran two advertisements, full page in every 
instance, in many leading metropolitan newspapers. The main advertisement 
which appeared on January 26 in the New York Times, Washington Post and 
Times-Herald, and the New York Journal of Commerce (among others), has a 
montage of headlines clipped from the Foreign Commerce Weekly published by 
the United States Department of Commerce covering the period October 11, 1954, 
to January 17, 1955. Underneath the montage is the headline “The Free 
World’s Doing Fine—So Why the Rush About H. R. 17’ The headlines from the 
Foreign Commerce Weekly as printed in the advertisements indicated that busi- 
ness was good throughout the countries named. Sample headlines were “Good 
Prospects Seen for Swiss Economy,” “Egypt Optimistic About Future Business,” 
“Philippine Foreign Trade Rises’, ete. 

However, the 22 news items were from only 14 countries, with five items on 
Germany and two each on Egypt, France, England, and Switzerland. .The re- 
maining items covered Jamaica, Austria, Mexico, Netherlands, Belgium, Italy, 
Philippines, Japan, and Denmark. 

South America was ignored, as was Canada, while only Japan and Egypt in 
the Far or Near East were included. The emphasis was on Western Europe with 
particular attention to West Germany. Germany, with no defense force, requires 
no production facilities for her own armament program. 

The Foreign Commerce Weekly covering the same period of time as the items 
appearing in the ads shows similar items indicating that business is not as good 
as the ads would indicate. Besides the countries named in the advertisement, 
_there were pessimistic items on Ireland, Canada, India, Israel, Columbia, Uru- 
guay, and Paraguay. Typical of the contrasts shown is the following. 

The ad carried an item from the Foreign Commerce Weekly of October 25, 1954, 
which read “French Shipments to United States Rise.” A clipping from the 
November 22, 1954, issue reads “French Exports to United States Still Down.” 

The second half of the main ad reads as follows: 

“TH. R. 1, the leadoff bill before the new Congress, proposes to cut tariffs again. 
More tariff cuts, sponsors of the bill contend, are imperative to ‘foster world 
trade.’ 

“The same plea was made a year ago. Congress, aware that United States 
tariffs were already at their lowest level in history, refused. Instead, it asked 
the United States Tariff Commission to study the effect of existing rates and pos- 
sible changes. Part of that work has been done, but has not yet been made public. 
A report on other parts of the work is due in March.” [Our italic.] 

Congress did not “refuse” the President’s program. It never had a chance to 
act on it. Congress did not ask the Tariff Commission to make a study of the 
effect of all existing rates and possible changes. 
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What the Congress did is as follows: It extended the Trade Agreements Act 
for one year. On March 15, 1954, the Senate Finance Committee, acting on a res- 
olution introduced by Senator Millikin, requested the Tariff Commission “to make 
an investigation and report to the Senate Committee on Finance the findings of 
the Commission with respect to each article being imported into the United States 
which, in the calendar year 1953, had an average equivalent duty rate of 50 per- 
cent ad valorem or higher as to (1) the limit to which a modification, imposition 
or continuance of such rate of duty may be made or extended without causing or 
threatening serious injury to the domestic industry producing like or directly 
competitive articles and (2) if increases in duties or additional import restric- 
tions are required to avoid serious injury to the domestic industry producing like 
or directly competitive articles, the minimum increases in duties or additional 
import restrictions required. 

“Such report shall be made by the Tariff Commission to the chairman of the 
Senate Committee on Finance not later than December 1, 1954.” 

The Tariff Commission report has been completed and delivered to the commit- 
tee, but has not been made public. 

Aside from two current investigations under section 232 of the tariff law into 
two individual commodities, fluorspar and hardboard, the only other investigation 
on which the Tariff Commission is engaged at the request of Congress is the tariff 
simplification study ordered under H. R. 10009 (Public Law 768, 88d Cong.). 

This law requires the Tariff Commission to make a study of tariff classifications 
for the purpose of revising classifications, not the “effects of existing rates and 
possible changes.” 

In the text of the main ad there is an appeal to the voters to keep the members 
of the Ways and Means Committee from presenting the bill to the House under a 
“closed rule,” thus preventing amendments to the bill on the House floor. The 
House Rules Committee decides on the question of open or closed rule, not the 
Ways and Means Committee. 

Another set of advertisements said: 

“The State Department plans to negotiate United States tariff cuts on each of 
these products (listed in the ad) at a meeting with 30 other countries in Geneva, 
Switzerland next month.” 

The American Tariff League knows, none better, that there is no such intention. 
In the large majority of cases tariffs affected by any trade agreement are “bound,” 
not “reduced.” ‘“Across-the-board” cuts have never been negotiated by the United 
States under the Trade Agreements Act, and the President has specifically 
pledged himself against it now. 

The January 26 ad also said: 

“H. R. 1 brings up for reduction every single tariff rate now in effect, regard- 
less of how often or how deeply cut in the past.” 

The Tariff League well knows that H. R. 1 would grant authority to reduce 
tariffs only if reciprocal concessions were granted after negotiation. In 30 per- 
cent of the dutiable imports in 1952, the authority to reduce tariffs granted in 
H. R. 1 represents a reduction in existing authority, not an increase. 

The main advertisement put six questions under the headline “These Questions 
Relating to H. R. 1 Have Never Been Answered.” These six questions were an- 
swered before this committee by top Government and business leaders. The 
American Tariff League just did not like the answers. 


RESOLUTION OF THE PHILADELPHIA COMMITTEE FOR A NATIONAL TRADE Poricy, 
Fesruary 1, 1955 


The Philadelphia Committee for a National Trade Policy has collaborated 
with the Chamber of Commerce of Greater Philadelphia and the Philadelphia 
Board of Trade in sponsoring a world trade survey of Philadelphia area manu- 
facturers. This survey, conducted by the Wharton School of the University 
of Pennsylvania, presents a striking picture of the importance of foreign trade to 
the economy of the Greater Philadelphia area. 

The survey shows, for example, that over 341,000 workers in this area are em- 
ployed by firms that engage in foreign trade. In other words, over 60 percent of 
the workers in the 7,066 firms polled have jobs with manufacturing concerns 
that are affected by any increase or decrease in foreign trade. An incalculable 
number of additional workers in allied fields, such as shipping, wholesale and re- 
tail merchandising, financing, insurance, etc., are also affected by the volume of 
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foreign trade. It is important, therefore, for all Philadelphians to understand 
the ways in which tariff and other commercial policies affect this trade, and 
therefore their welfare. 

As the Federal Government reduces its foreign aid which, to a large extent, has 
financed United States exports since 1939, we must increase our imports in order 
to provide foreign customers with the dollars to buy our exports or accept a re- 
duction of our export trade, with the consequent depressing effect on our economy. 
A slump in world trade could produce very serious political consequences as 
well as economie repercussions in countries on whom we are heavily dependent 
in the cold war. 

It is not enough, however, merely to maintain the present level of business; 
we must strive to expand it. Just as our domestic economy has benefited by 
removing the barriers to interstate commerce, so will international trade benefit 
by a gradual but steady reduction of barriers. If competition makes sense within 
our borders, it makes sense beyond our borders, except in rare instances where 
defense or other vital factors are involved. (Unreasonable or unethical com- 
petition must not be the cause of serious injury to domestic producers, but the 
determination of injury due to imports should be judged in the light of national 
interest. ) 

For these many reasons, the Philadelphia Committee for a National Trade 
Policy strongly urges enactment of the international trade program which Presi- 
dent Bisenhower presented to Congress on January 10, 1955. Its proposals 
include: 

1. Three-year extension of the Trade Agreements Act with authority to nego- 
tiate tariff reductions with other nations on a “gradual, selective and reciprocal 
basis,” specifically ; to reduce rates by not more than 5 percent a year in each 
of the next 3 years; to reduce by not more than 50 percent, rates on products 
which are not now being imported or which are being imported only in negligible 
quantities; to reduce any tariff rates now in excess of 50 percent, to 50 percent. 

2. Further simplification of customs procedures and administration, and im- 
provement of standards for valuation of imports. 

3. Approval of the organizational provisions of GATT (The General Agreement 
on Tariffs and Trade) when current negotiations or revisions are satisfactorily 
completed. 

4. Lowering of United States corporate taxes on busines income from foreign 
investments, and approval of United States membership in the proposed Inter- 
national Finance Corporation as methods of stimulating the investment of private 
capital abroad. : 

5. Increase of the present duty-free allowances for tourists from $500 to $1,000 
as a means of encouraging travel abroad by Americans. 

6. Expansion of the international trade fair program. 

The following members of the Philadelphia Committee for a National Trade 
Policy believe that the President’s program is a sound step in the right direction 
without going too far too fast: 

William L. Batt, former Minister to Great Britain for Economic Cooperation 

Administration 
Richard C. Bond, president, John Wanamaker Store, Philadelphia 
Dwight T. Colley, vice president, Atlantic Refining Co. 

Gen. J. Alex Crothers, director, port development department, Delaware River 
port authority. 

Richard L. Davies, president, Pennsalt International 

Richard H. DeMott, president, SKF Industries 

Henry W. Farnum, vice president, Insurance Co. of North America 

Harry Ferleger, director of trade, city of Philadelphia 

Antony L. Geyelin, president, Geyelin, Inc. 

Albert M. Greenfield, president, Bankers Securities Corp. 

H. Field Haviland, Jr., associate professor, Haverford College 

William C. Hunneman, Jr., president William Amer Co. 

Philip W. Klein, president, Harcum College 

Stuart F. Louchheim, president, Stuart F. Louchheim Co. 

William F. Machold, partner, Drexel & Co. 

Thomas B. McCabe, president, Scott Paper Co. 

William J. Meine!l, president, Heintz Manufacturing Co. 

Mrs. Grenville Montgomery, World Affairs Council of Philadelphia 

Howard C. Petersen, president, Fidelity-Philadelphia Trust Co. 

F. M. Rivinus, Jr., president, Smith, Kline & French International 

James H. Robins, president, American Pulley Co. 
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SYNTHETIC ORGANIC CHEMICAL MANUFACTURERS 
ASSOCIATION OF UNITED STATES 
New York 17,N. Y., February 11, 1955. 
Hon. JERE Cooper, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 

PDeAR Str: On February 7, 1955, Mr. Charles P. Taft, president, Committee for 
a National Trade Policy, Inc., appeared before the Ways and Means Committee 
and in a statement apparently intended as a rebuttal to the opposition which had 
been expressed by various industries to H. R. 1, he made a number of statements 
regarding the organic chemical industry which are misleading. We, therefore, 
request that this letter be incorporated in the record following Mr. Taft’s speech 
of February 7 in order to set the record straight. 

Mr. Taft stated that “One fragment of the chemical industry * * * told 
you that more tariff reductions will hurt‘ our defense production facilities. But 
Secretary Dulles and Secretary Wilson, who worry about our defenses on a full- 
time basis, have said that we need H. R. 1 to keep our defenses strong.” The 
synthetic organic chemical industry is the fragment of the chemical industry 
to which Mr. Taft apparently alludes. The industry’s position on H. R. 1 was pre- 
sented by this association. The position of our industry is not as described by 
Mr. Taft; rather, as very plainly stated in my testimony before your committee, 
we ealled attention to the importance of establishing in the national interest 
“a positive policy and procedure under which tariffs could not be reduced below 
a point which the Tariff Commission finds would threaten impairment of the 
domestic productive capacity declared by the Office of Defense Mobilization 
to be part of the mobilization base. An essential corollary of that policy and 
procedure would provide for the withdrawal of concessions which in whole or 
part have resulted in a volume of imports which threaten impairment of the 
domestic productive capacity programed by the Office of Defense Mobilization as 
part of the Nation’s mobilization base.” 

In other words, looking to the future and calling attention to the Govern- 
ment’s own policy of maintaining the mobilization base in a state of full 
readiness, we requested that a procedure be established which would insure 
that our mobilization base would not be hurt by increased imports under an 
extension of the trade-agreements program. We find it difficult to imagine that 
any thoughtful citizen, however enthusiastic for freer trade, would wish for 
the trade-agreements program to be used in such a manner that vicarious 
injury would be caused to our defense productive capacity. 

Mr. Taft refers to the thinking of Secretary Dulles and Secretary Wilson on 
this subject. Significantly, Secretary Dulles, answering a question asked by 
Congressman Simpson, stated that the escape clause is needed not only to pro- 
tect individual producers but also to protect the interests of the United States 
through the maintenance of the mobilization base, which he described as the 
minimum productive capacity and skills required to protect the Nation against 
the possibility of war. 

As for Secretary Wilson, the importance he attaches to maintaining the 
mobilization base in a state of readiness is revealed in his statement before the 
House Armed Services Committee of January 26, 1955, in which he stated: 

“We must also have ready reserve forces, an adequate mobilization base, ap- 
propriate reserves of ammunition and other equipment, and stockpiles of critical 
materials to meet the needs of an allout war if such a situation should be forced 
upon us. This is the kind of defense structure that we must build and maintain 
to deal with the situation we face in the world today. At the same time we must 
earefully consider the force levels, composition, and the organization of our 
armed services. The services must be so organized as to permit the mavimum 
utilization of our scientific, technological, and production abilities. In addition 
to the maximum utilization.of modern technology we must plan and organize our 
forces so as to get maximum combat strength and at the same time minimize 
the number of men required on full time active duty. * * *’ [Emphasis added.) 
Secretary Wilson quoted in his statement a letter which he had received from 
President Eisenhower setting forth the President’s views. Excerpts from the 
President's letter pertinent to our national policy of maintaining our mobiliza- 
tion base in a state of maximum effectiveness are as follows: 

“Second, true security for our country must be founded on a strong and ex- 
panding economy, readily convertible to the tasks of war. 


» * * * 2 s * 
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“Our first objective must therefore be to maintain the capability to deter an 
enemy from attack and to blunt that attack if it comes—by a combination of 
effective retaliatory power and a continental defense system of steadily increas- 
ing effectiveness. These two tasks logically demand priority in all planning. 
Thus we will assure that our industrial capacity can continue throughout a war 
to produce the gigantic amounts of equipment and supplies required. 

“We can never be defeated so long as our relative superiority in productive 
capacity is sustained. 

= * * a * * 1 


“In view of the practical considerations limiting the rapid deployment of large 
military forces from the continental United States immediately on outbreak of 
war, the numbers of active troops maintained for this purpose can be cor- 
respondingly tailored. For the remainder we may look primarily to our Re- 
serves and our mobilization base, including our stockpile of critical materials. 

“All these capabilities have a double value—théy serve our aim in peacetime 
of preventing war through their deterrent effect; they form the foundation of 
effective defense if aggressors should strike.” [Emphasis added.] 

Mr. Taft confesses his ignorance as to whether it is better policy to rely in 
time of war on plants located in the industrial areas of the United States or 
in plants scattered throughout the free world. Fortunately, the Government 
agencies responsible for our preparedness are not as confused as Mr. Taft on 
this subject. First, the Congress in the Defense Production Act of 1950, as 
amended and extended, has declared the Nation’s determination to develop and 
maintain the military and economic strength required to oppose aggression and 
promote peace in the world. The Director of Defense Mobilization, who is 
charged with developing the policies to carry out the purposes of the act, has 
advised the President that to protect the security of the United States and the 
free world from Soviet aggression, our Nation must have a defense mobiliza- 
tion program of such magnitude that it is capable of deterring an aggressor or 
if we are attacked, to enable us to fight to win. He stated that the required 
program must include the industrial capacity to shift in the shortest possible 
period of time from partial to all-out mobilization. The Joint Committee on 
Defense Production in its fourth annual report very recently stated that “The 
all-important job facing both industry and Government is that of keeping our 
huge industrial empire in the state of maximum readiness for any emergency.” 
The committee wisely observed that “The huge industrial expansion during the 
last 4 years have been aimed at overcoming shortages so vital to our defense 
economy. Adding new capacity can be futile, however, unless the mobilization 
base, built at great cost, is maintained in the maximum possible state of 
readiness.” 

The joint committee realizes, as Mr. Taft does not, that some of the production 
facilities which have been created to meet mobilization requirements are par- 
tially idle because the volume of production required for defense exceeds that 
normally needed for peacetime purposes. The committee’s report refers to the 
fact that the maintenance of the mobilization base where such plants are involved 
is a substantial problem which requires the Government’s assistance. As the 
Director of Defense Mobilization has stated in his annual report to the joint 
committee, “The development of an adequate, secure mobilization hase depends 
upon an understanding and conviction on the part of all levels and branches of 
the Government, and of the people as a whole, that these things are necessary 
and that they offer the best assurance of surviving in what President Eisenhower 
has called an age of peril.” 

In this context, our association called the committee’s attention to what we 
regard as the necessity of establishing procedures through amendment of the 
peril point and escape clause will prevent our defense mobilization capacity as 
determined by the Office of Defense Mobilization from being injured by increased 
imports under the trade-agreements program. We believe this recommendation 
is quite consistent with the emphasis which the Government itself has placed on 
maintaining the mobilization base in a state of maximum readiness. Far from 
opposing an extension of the trade-agreements authority with the power to make 
the type of gradual, moderate, selective, and reciprocal concessions which the 
President described in his January 10 foreign trade message, our industry stated 
to your committee that it would not oppose a three-year extension with authority 
in that period to reduce tariffs up to 5 percent a year so long as its exercise 
was subject to such procedures. 

It is difficult for us to understand how there can be any disagreement with 
the principle of shaping Government action in the field of foreign trade policy 
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in such a manner that the domestic productive capacity, which the Government 
itself finds to be essential to our national defense, will be safeguarded from 
import injury. On the basis of any fair examination of our statement as pre- 
sented to your committee, it is ridiculous to say that we are taking the position 
that any further tariff reduction would destroy our industry. We have felt 
the urgent lash of war requirements in two World Wars and have the right, we 
believe, to ask the Government to set up procedures for the future which as a 
minimum will insure that the capacity which the Government itself believes to 
be necessary for defense mobilization will be protected from impairment by in- 
creased imports stimulated by tariff reductions. 

The type of reasoning which seems to be inherent in Mr. Taft’s mischaracter- 
ization of our industry’s position is that anyone who undertakes to present a 
different point of view from his own on the tariff issue must necessarily be some- 
one who is speaking from an assumed state of shock or injury from import 
competition. He seemingly would deny to anyone holding a view adverse to his 
own foreign trade policy the right to make recommendations which would se- 
cure selectivity in our foreign trade program with respect to recognizable and 
legitimate national objectives. He says in effect that unless we are suffering a 
drastic loss of business from import competition at the present time, we have no 
right to make recommendations with respect to tariff policy for the future. 
Healthy industries, in his view, could not conceivably be healthy because of the 
existence of the tariff and must stand mute until progressive tariff reduction 
places them in a state of severe shock and injury. We think the Congress in the 
logical order has the right and duty to be concerned about sound tariff policies 
which will balance expansion of foreign trade with other national objectives 
such as the strength of our domestic economy and the unimpairment of our 
mobilization base. To these objectives we addressed ourselves. 

Finally, we would like to set the record straight on a favorite error of Mr. 
Taft’s which he persists in perpetuating. He refers to'a colloquy which took 
place between Congressman Mills and me. The Congressman, refering to im 
ports of coal tar chemicals (which actually had a foreign invoice value of 
$12,300,000 in 1953 according to United States Tariff Commission Rept. No. 194, 
2d series, p. 168) and citing the total figure as $10 million, asked me if these were 
not the imports which were competitive with the domestic industry’s products. 
I did not undertake to verify of my own knowledge the accuracy of the figure 
cited by Mr. Mills but, realizing that the Congressman’s question was addressed 
to imports of coal tar chemicals, I undertook to explain that these chemicals are 
dutiable under the American selling price and that the industry is prepared to 
live with the manner in which that provision is administered by the Bureau of 
Customs. 

As this committee knows, organic chemicals consist not only of coal tar prod- 
ucts but also a host of noncoal tar chemicals as well. Imports of coal tar 
chemicals are dutiable under tariff paragraphs 27 and 28. The ad valorem or 
compound duties provided for under those paragraphs of the Tariff Act are based 
upon a value known as the American selling price. This value basis is applied 
where the imported item is found by the Bureau of Customs to be “competitive” 
with any similar domestic article. Organic chemical imports other than coal 
tar products, on the other hand, are dutiable either under specific rates of duty or 
under ad valorem or compound rates which do not involve the American selling 
price feature. Consequently, the competitive determination made in assessing 
duty on coal tar chemicals imports has nothing at all to do with the noncoal tar 
organic chemical imports. It is a gross oversimplification and distortion, there 
fore, to imply, as Mr. Taft did before your committee and as he has repeatedly 
done in the past, that the imports of coal tar chemicals assessed for duty under 
the American selling price are the only imports which as a matter of economic 
fact are competitive with the products of the American industry. Mr. Taft 
learns very slowly. We have called his apparent misunderstanding of the sig- 
nificance of the competitive determination with respect to coal tar chemicals 
under paragraphs 27 and 28 to his attention on several occasions but he per- 
sists in the error. He once refered to the imports of coal tar chemicals as the 
only really “sensitive” items among the organic chemical imports and claimed 
that the Tariff Commission was his authority for such a statement. The general 
counsel for the Synthetic Organic Chemical Manufacturers Association inquired 
of the Chairman of the Tariff Commission if there was any basis in the Commis- 
sion’s reports for such a statement. The exchange of letters with the Chairman 
of the Commission is set forth in full and shows that there is no justification for 
Mr. Taft’s use of the term: 
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Steproe & JOHNSON, 
Washington, D. C., May 12, 1954. 
Hon. Evear B. Brossarp, 
Chairman, United States Tariff Commission, 
Washington, D. C. 


Dear Dr. Brossarp; Your attention is invited to the marked paragraph in the 
enclosed press release from the Committee for a National Trade Policy. You 
will note that the Tariff Commission is there quoted as the source for a state 
ment to the effect that only $9 million by value of organic chemical imports in 
1952 were really “sensitive” items. 

The Synthetic Organic Chemical Manufacturers Association, whom we repre- 
sent a general counsel, intends to reply publicly to Mr. Taft’s comments in order 
to correct a number of errors which it contains. We do not believe that the 
‘Tariff Commission has ever made any written statement upon which the marked 
paragraph could be based, and we cannot believe that any authorized represent- 
ative of the Commission would have supplied any oral information upon which it 
could be based. Naturally before making any comment to this effect in the pub- 
lic statement we are preparing in response to Mr. Taft, we would wish to have 
verification of this fact from the Tariff Commission. 

May we, therefore, request you kindly to advise whether or not the Tariff Com- 
mission has ever published information upon which the marked paragraph could 
be based or whether any of your authorized representatives have supplied any 
oral information to that effect. 

Sincerely yours, 
Donatp O. LIncoLn. 


UNITED States TARIFF COMMISSION, 
Washington 25, D. C., May 14, 1954. 
Mr. Dona.p O. LINCOLN, 
Steptoe & Johnson, Washington, D. C. 


Dear Mr. LincoLn: I have your letter of May 12 concerning a press release is- 
sued by the Committee for a National Trade Policy in which it states that Mr. 
Charles P. Taft in an address to the League of Women Voters, May 6, 1954, made 
the following comment: “According to the Tariff Commission, the only really 
‘sensitive’ items out of this $15 million amount to $9 million per year, or only a 
little over one-fifth of 1 percent of the organic chemical business.” 

You asked to be advised “whether or not the Tariff Commission has ever pub- 
lished information upon which the marked paragraph could be based or whether 
any of your authorized representatives have supplied any oral information to 
that effect.” 

The $9 million mentioned in the paragraph of the release to which you make 
reference is a rounded figure representing the total foreign invoice value of im- 
ports in 1952 of coal-tar products imported under paragraphs 27 and 28 of the 
Tariff Act of 1930. The value of these imports, $8,683,000, was given in the pub- 
lication of the Commission, entitled “Imports of Coal-Tar Products, 1952,” issued 
by the Commission in July 1953 and in table 28, page 165, of the Commission’s 
publication Synthetic Organic Chemicals, United States Production and Sales, 
1952. 

In further answer to your inquiry, the Commission has never indicated either 
in its publications or orally by any members of its staff that the imports of coal- 
tar products in 1952, to which the $9 million relate, are “the only really ‘sensitive’ 
items” ainong imports of all synthetic organic chemicals. 

I trust this will answer your inquiry. 

Sincerely yours, 
Epear B. Brossarp, Chairman. 


In the above correspondence, imports of coal-tar chemicals for 1952 are stated 
to be $9 million based on foreign invoice value. (The dutiable value reported 
by the Bureau of Census is $11,242,216.) In 1953, the year Congressman Mills 
had in mind in asking his question, the foreign value of coal-tar chemicals 
imports was, as mentioned above, $12,300,000. The dutiable value of those im- 
ports, according to Bureau of Census figures, in 1951 was $18.569.698. 

When we have had occasion to call attention to import and export figures for or- 
ganic chemicals, we have done so in the interest of pointing to the differirg t' ends 
involved, Imports of organic chemicals have increased steadily, from $18 million 
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in 1948 to nearly $51 million in 1953, the latest year for which we have been 
able to secure information. Exports show a declining trend, from $461 million 
in 1951 to about 302 million in 1953; 1953’s total was lower than any year since 
1948 when exports were nearly $310 million. 

The significance of these trends is that the industry is using less of its capacity 
each year for the production of organic chemicals for export while the increasing 
imports reflected by the trend are steadily displacing capacity for the production 
of organie chemicals for domestic sale. We have not said, and do not now say, 
that the industry has been seriously injured as yet by these imports. What 
we have tried to call attention to is that at present tariff levels imports are 
steadily increasing while we are progressively losing our expoy markets. In 
addition, we are producing for domestic consumption annually well below the 
capacity which would be required of us in the event of defense mobilization. 

Respectfully yours, 
SAMUEL LENHER, President. 


Hon. JERE Cooper, 
Chairman, Ways and Means Committee, 
House Office Building, Washington, D.C. 

Regarding Mr. Taft’s testimony that coal mines, southern appalachian area, 
particularly those located on Southern Railway have been materially helped in 
competition with residual oil by reduction in freight rates. Reduced freight 
rates have helped a few cases in competition with natural gas but cannot find in 
any instance of help in competition with residual oil sufficient to regain or hold 
coal in these seaboard markets. 

C. R. Grirriru, 
President, Southern Appalachian Coal Operators Association. 


The Cuarrman. Mr. Jenkins, of Ohio, will be granted permission to 
cxtend his remarks and include some letters and other material in his 
extension of remarks. 


And without objection, all Members of the House who desire to 
do so op present a statement for the record by conferring with the 


clerk of the committee and finding out the time within which the state- 
ment will have to be submitted. 
Without objection, a letter here from Mr. James S. Schramm and a 
letter from Mr. A. Ford Hinrichs will be included in the record. 
(The letters referred to follow :) 


FEBRUARY 7, 1955. 
Hon. JERE Cooper, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington 25, D.C. 

DEAR Mr. Cooper: I have received from Mr. W. A. Sheaffer II a copy of a letter 
dated January 24, 1955, addressed to you. 

Mr. Sheaffer refers to my testimony in support of H. R. 1 and casts doubt 
upon the veracity of the “Iowa study” made by our committee. Mr. Sheaffer 
enclosed with his letter a copy of one, dated April 15, 1954, which his father, 
Mr. Craig R. Sheaffer, addressed to Mr. A. Ford Hinrichs, who directed the study 
for our committee, the second paragraph of which reads, in part: 

“You state the factual case with respect to our own company correctly, but you 
omit the reasons I gave you for our opposition to any further general tariff 
reduction at this time.” 

Mr. Sheaffer did not send you Mr. Hinrichs’ reply to the letter in question, 
in which Hinrichs explained: 

“I was, of course, very much interested in your statement of opposition to 
further reduction of tariffs at this time, but it fell somewhat outside the scope 
of the study which I was making in Iowa. I was interested in the direct balance 
of interest of individual concerns between the export market and protection for 
their own production. The question of public and business attitudes toward 
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tariff questions in general is another subject which I regard as of importance 
but which would require separate treatment.” 

You will note that Mr. Hinrichs explains correctly the objectivity of the 
“Iowa study” which was in no sense an opinion poll, but a study of economic 
factors in relation to world trade in the area under consideration. 

Again in the last paragraph of Mr. Sheaffer’s letter to you he states: 

“T also respectfully ask that you not accept at face value the so-called Iowa 
study as being an accurate and objective appraisal of the views of the people and 
industries in this particular section of Iowa—or in the entire State of Iowa. 
Certainly, at any rate, it is not an accurate and objective appraisal of my views 
or the views of the company I represent.” 

This I think®is further evidence that Mr. Sheaffer is confusing his views and 
Iowa public opinion with the facts. He admits that the facts contained in the 
study are correct. 

A copy of the Iowa study is attached. We think you will find that it states 
without prejudice the balance between our economic interests for and against 
world trade in this part of Iowa. 

One further word: In the Sheaffer letter to the Des Moines Register, he at- 
tempts to describe our committee as “free traders.” This is the usual device 
of protectionists in order to hit at a “bogeyman” that doesn’t exist. Neither 
the committee nor any of its officers are advocating any such thing. As we have 
said many times, we believe only in gradual and reciprocal reductions in tariffs. 
We believe H. R. 1 will accomplish just that. 

I respectfully request that this letter and the letter from Mr. Hinrichs to Mr. 
Craig Sheaffer of April 29, 1954, attached hereto, be inserted in the record of 
the hearings on H. R. 1. 

Sincerely yours, 
JAMES S. SCHRAMM, 
Executive Vice Chairman, Committee for a National Trade Policy. 


COMMITTEE FOR A NATIONAL TRADE Poticy, INC., 
Washington, D. C., April 29, 1954. 
Mr. Craig SHEAFFER, 
W. A. Sheaffer Pen Co., Fort Madison, Iowa. 

DeEAR Mr. SHEAFFER: I wish to thank you for your letter of April 15. I am no 
longer connected with the Committee for a National Trade Policy except inso- 
far as finishing up work on the study is concerned, for which I take responsi- 
bility. 

I was, of course, very much interested in your statement of opposition to fur- 
ther reduction of tariffs at this time, but it fell somewhat outside the scope of 
the study which I was making in Iowa. I was interested in the direct balance of 
interest of individual concerns between the export market and protection for 
their own production. The question of public and business attitudes toward 
tariff questions in general is another subject which I regard as of importance 
but which would require separate treatment. 

In your case I tried to handle one vital matter of opinion on which you were 
in a position to speak as an expert; namely, your belief in the need of tariff 
protection for the producers of the cheaper fountain pens and mechanical pencils. 
I believe that this is almost the only “general attitude’? comment in the whole 
report. I included it not only because of your knowledge of the general industry 
but also to make sure that no one would misinterpret my report with respect to 
your attitude toward the needs of your industry in general. 

I did not have any contact with the Des Moines Register after I left Iowa, 
and I did not discuss your situation with Mr. Soth in any detail when I was 
there. Members of the committee were in touch with the Des Moines Register. 
I had understood that the Des Moines Register intended to do some research on 
its own account, using my report for certain leads. I trust that there has been 
no indiscretion with respect to the information which you furnished me on your 
company. 

I aha to take this occasion to thank you again for the courtesy with which 
you and your son received me and for the corrections to my notes which your 
son was good enough to give me before I made my report to the committee. 

Sincerely yours, 
A. Forp Hrnricns. 
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Mr. Stwpson. Mr. Chairman, I ask permission to insert in the ree- 
ord a memorandum on the Gallup poll to which reference has been 
made in the testimony today. 

The CuairmMan. Without objection, it is so ordered. 

(The memorandum referred to follows :) 


MEMORANDUM ON GALLUP POLL 


Dr. George Gallup, director, American Institute of Public Opinion, Princeton, 
N. J., conducts one of the leading polling services in the world. Dr. Gallup has 
been engaged in this work for many years, and—except for his specious pre- 
dictions on the outcome of the 1948 election—he has been considered as an 
authority on statistical polling. 

In general, his sampling statistics have been considered as accurate. So too, 
his interpretations of such statistics have generally been considered as objective 
and unbiased. 

The country is now being overwhelmed by propaganda in favor of new tariff 
reductions—much of it inspired by the State Department. This propaganda 
has been given wide circulation in the press, which, generally speaking, has a 
pro-free-trade orientation.. Dr. Gallup—and I assume not deliberately—appears 
to have been overwhelmed by this free-trade propaganda. The facts show that 
he has permitted the propaganda to interfere with the objectivity of his own 
judgment. 

The Public Opinion News Service (Gallup poll) in its release for Saturday, 
January 8, 1955, begins with this headline: 

“Sentiment Favors Lowering Tariffs, Latest Poll Finds—Rank-and-File GOP 
Voters Who Would Change Present Policy Favor Lower Tariffs by 5 to 4” 
This headline was repeated by the press all over the Nation, much of which 

subscribes to this presumably objective service provided by Dr. Gallup. 

Yet the figures from which Dr. Gallup draws his conclusions say exactly the 
opposite of what Dr. Gallup says in this headline and in his article. In fact, he 
is dead wrong by his own figures. 

President Eisenhower has proposed a further lowering of tariffs through 
H. R. 1, which would give the President full authority to so lower tariffs and 
expose the American workingman to ruinous competition from foreign sweat- 
shops. In his poll on this program, Dr. Gallup has drawn the conclusion that 
the majority of the American people favor what the President proposes. That 
simply is not the case, and his own statistics indicate it. 

Dr. Gallup’s figures show that 42 percent of informed voters favor lower tariffs. 
These figures also show that 26 percent of informed voters prefer higher tariffs. 
He, therefore, draws the conclusion that “sentiment favors lowering tariffs.” 
He completely fails to include in his computation his own figure that 22 percent 
of informed voters favor maintaining tariffs at their present level. If those 22 
percent are added to the 26 percent who favor higher tariffs, we find that 48 
percent of informed voters are opposed to the principle expressed by H. R. 1— 
and only 42 percent favor this principle. 

Then, Dr. Gallup goes on to find that Republican voters “favor lower tariffs 
by 5 to 4.” Yet, by reading his own figures, we find that only 34 percent of in- 
formed Republicans favor lowering tariffs. On the other hand, 27 percent of 
informed Republicans favor the higher tariffs and 29 percent favor the tariffs 
we have now—or a total of 56 percent of informed Republicans would be against 
H. R. 1. Similarly, 43 percent of informed Democrats would be against H. R. 1 
and 47 percent of informed Independents. 

More details on this poll are set forth below. 

The full text of the Gallup release is attached as exhibit A. While the phrase- 
ology of Dr. Gallup’s questions is simple and objective, his findings by no means 
add up to anything resembling overwhelming national approval of lower tariffs. 
The following points seem significant : 

1. The number of voters who are informed on the issue has increased materially 
in the years since February 1954. 

2. The number of informed voters who actually favor higher tariffs has also 
increased materially in the same period, from 16 to 26 percent. The number 
who favor lower tariffs has scarcely increased at all. The number who favor 
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no change has decreased somewhat, and the number holding no opinion has 
decreased materially. 

3. There is no great difference in the percentage of Republicans, Democrats, 
and Independents who favor higher tariffs. 

4. It should be noted that the statement concerning a ratio of 5 to 4 favoring 
tariff reduction among rank-and-file Republicans can easily mislead the careless 
reader. This refers only to those’ Republicans “who want to see a change in 
existing tariffs.” It disregards the 29 percent who want no change and the 10 
percent who hold no opinion. This whole finding could easily be restated with 
equal truth to read: “Only 1 Republican in 3 and 1 Democrat in 2 actively favors 
lower tariffs.” 

Another way of putting it would be to say that: “56 percent of Republicans 
and 43 percent of Democrats either want no change or want higher tariffs and 
are thus inferentially opposed to lower tariffs.” 

The Cuarrman. The Chair has been advised that it is agreeable 
with the next two witnesses to exchange places, because Mr. Birming- 
ham has to take a plane, I believe. 

Mr. John Birmingham? Is Mr. Birmingham present ? 

Come forward, please, sir. hight 

Will you give your name, address, and the capacity in which you 
appear, for the record, Mr. Birmingham ? 


STATEMENT OF JOHN P. BIRMINGHAM, PRESIDENT, WHITE FUEL 
CORP., SOUTH BOSTON, MASS., FOR THAT CORPORATION AND AS 
REPRESENTATIVE OF THE INDEPENDENT OIL MEN’S ASSOCIA- 
TION OF NEW ENGLAND, INC. 


Mr. Birmincuam. My name is John P. Birmingham. I am a resi- 
dent of Wellesley, Mass. I am president of White Fuel Corp., lo- 
cated in South Boston, Mass., and appear in behalf of that corporation. 

I appear also as the authorized representative of the Independent 
Oil Men’s Association of New England, which is opposed to all 
measures which would deny to the consumers of New England the 
opportunity to purchase heavy fuel oil. It is therefore opposed to 
any attempt to amend H. R. 1 so as to impose a quota limitation of 
10 percent or any other percent on the amount of heavy fuel oil which 
may be imported to meet the fuel needs of the New England area. 

I wish Chairman Cooper and the members of this important com- 
mittee to know that I appreciate the opportunity to be heard in 
rebuttal of those who would like to shut New England off from a por- 
tion of its fuel supply. I remember with pleasure my experience in 
1953 when I appeared before this committee and the courtesy extended 
to me by the chairman, the distinguished representative from New 
York, Mr. Reed. At that time, several witnesses appeared on behalf 
of the Independent Oil Men’s Association of New England. I am 
here alone today because the association wishes to save the committee 
as much time as possible. 

The White Fuel Corp. is an independently owned company, oper- 
ating a deepwater terminal at Boston Harbor and having a fuel oil 
storage capacity of 1,500,000 barrels. We distribute approximately 
12 million barrels of both light and heavy fuel oils to consumers lo- 
cated in Massachusetts and southern New Hampshire. Approxi- 
mately 6 million barrels of the total is heavy fuel oil—all of which we 
import from the Caribbean area. We import this oil for the simple 
reason that we are unable to procure our heavy fuel oil requirements 
from domestic sources, 
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We would gladly purchase our requirements in the United States if 
the domestic producers and refiners made the supplies of heavy fuel 
oil available. The answer is: These supplies do not exist in sufficient 
quantities to take care of New England. On the other hand, we pur- 
chase the remaining 6 million barrels of light fuel oil from the United 
States gulf area because domestic sources are able to supply the demand 
for these products. This situation is typical with many other inde- 
pendently owned tanker terminal operators and distributors up and 
down the New England coast. = 

The reason why domestic supplies of heavy oil are insufficient to 
meet consumer demands is to be found in the decision of the United 
States refineries to reduce the yield of heavy fuel oil per barrel from 
27.3 percent in 1945 to 17.6 percent in 1953—while increasing the yields 
of gasoline and other products. Ifthe domestic refineries had elected 
to continue the same rate of yield as prevailed in 1945, there would be 
ample heavy-oil supplies available today without the necessity of im- 
ports. Therefore, it is obvious that imports of heavy fuel oil only 
supplement and do not supplant the domestic supply. 

The coal interests have charged that “cheap foreign oi]” is being 
“dumped” in the east-coast market to undersell coal. The fact of the 
matter is that the basic purchase price of heavy fuel oil is the same 
whether the origin of the product is domestic or foreign. All pur- 
chases are based on the prices posted by the domestic refiners and there 
is no economic advantage to resellers in laid down costs of imported 
heavy fuel oil. 

The opponents of the proposed extension of the Trade Agreements 
Act, as it concerns the oil industry, have requested that imports of 
crude oil and its products be restricted to 10 percent of the previous 
year’s domestic demand. “Crude oil and its products” for all prae- 
tical purposes, means crude oil and heavy fuel oil. I am here today 
to discuss only the effect of any such proposed restriction on the im- 
ports of heavy fuel oil as it relates to the economy of the six New Eng- 
land States. 

In 1953, New England consumed 65 million barrels of heavy fuel 
oil. Approximately 65 percent of this oil was imported directly from 
the Caribbean area. If the bituminous coal interests could have their 
way, the probable application of the 10 percent formula would be to 
force about two-thirds of the heavy fuel oil consumers to convert to 
coal while the remaining one-third would be permitted to use oil. 

Thousands of present heavy-oil consumers, particularly small fac- 
tories, hospitals, apartment houses, schools, housing projects, et cet- 
era, would be physically unable to convert to coal. For instance, the 
housing — in the city of Boston alone, housing some 20,000 vet- 
erans and their families, would be unable to convert to coal without 
investing staggering sums of money. For that matter, fewer than 2 
percent of our customers at the present time have dual fuel facilities. 

I have a tabulation of my fuel corporation’s business here, and we 
find that 87 percent of all our customers use heavy fuel oil for space 
heating entirely. Five percent use it for spose handing primarily, 
and 7 percent use heavy oil for processing purposes primarily. ne 

Of 837 buildings and plants, only 14 have alternate facilities to burn 


other fuels, and only 9 of these 14 have a hundred percent capacity 
on the alternate fuel. ; 
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We feel that everybody involved would suffer—except the coal mark- 
eters who, today, are demanding governmental assistance to lower 
coal import tariffs abroad and restrictions for importation of competi- 
tive fuels at home and at the same time have themselves become one 
of the largest factors in the marketing of imported heavy fuel oil in 
this New England area. They enjoy a unique position. They have 
an important share of the heavy fuel oil market in New England, us- 
ing imported fuel oils almost exclusively. They also sell coal and, 
meanwhile, they are working diligently to reduce the consumer’s choice 
of fuels to one, namely, bituminous coal. 

In other words, they can’t lose, only the consumer would lose. If 
restrictions on oil are imposed they win big profits on coal; if im- 
positon of restrictions fail they still have their heavy fuel oil business, 
which they have built through imports. 

In February 1948, when a mild shortage of heavy fuel oil developed, 
the posted price of heavy fuel oil rose $1.33 per barrel over the posted 
pres during the same period in 1947, While there was no apparent 

ituminous coal shortage during this same period, it is interesting to 
note that the posted price of bituminous coal on cars at Boston ad- 
vanced by $3 a ton. 

It would not be too difficult to imagine what would happen to both 
coal and oil prices if Government were to force a 40 million barrel 
shortage of heavy oil on New England to placate the coal producers 
and marketers. But even using the price reaction of 1948; namely, an 
advance of $1 on oil and $3 a ton on bituminous coal—New England’s 
fuel bill would be increased by the staggering sum of $85 million per 
year. 

In conclusion, may I summarize the great damage to the New Eng- 
land economy which import restrictions would cause: 

1. Domestic refineries do not produce sufficient quantities of heavy 
fuel oil from United States crude to satisfy New England normal de- 
mands. 

2. The basic purchase. price of heavy fuel oil is the same whether the 
origin of the product is domestic or foreign. Foreign sales are based 
on American market price postings. 

3. New England with its traditionally cold winters is located 
farther from the source of supply of coal, oil, or natural gas than any 
other important fuel-burning section of the country. Heavy fuel oil 
can be transported from the Caribbean area as cheaply as it can be 
transported to New England from the gulf coast of ‘Texas. In fact, 
New England is actually nearer Caribbean sources, If the coal inter- 
ests prevail and restrictions are imposed on the importation of heavy 
fuel oil necessary to supplement our domestic production, it would be 
a serious blow to New England’s economy to the tune of an estimated 
$85 million per year. 

4. Additional millions would be spent for conversion of thousands 
of buildings and small plants that are now equipped to burn only oil. 

Therefore, I respectfully suggest that, in the best interests of New 
England and the Nation, any amendments to H. R. 1, restricting im- 
ports of heavy fuel oil, be reported unfavorably by your committee. 

May I again thank the committee for giving me the opportunity to 
be heard on this proposed legislation. 

And particularly may I thank the committee for being permitted to 
move ahead of Mr. Ellis. 
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The Cuarrman. We appreciate Mr. Ellis’ kindness in agreeing to 
change places with you, so that you could catch your transportation 
home. 

Does that complete your statement, Mr. Birmingham ? 

Mr. Brrmincuam. Yes, sir. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

(The following letter was submitted for the record :) 


METROPOLITAN TRANSIT AUTHORITY, 
Boston, Mass., February 7, 1955. 
Ways AND MEANS COMMITTEE, 
House of Representatives, 
Washington 25, D. C. 

GENTLEMEN: The Metropolitan Transit Authority is a publicly owned trans- 
portation system, serving the city of Boston and 13 adjacent Massachusetts cities 
and towns having a population of approximately 144 million people. 

This authority wishes to record itself.as opposed to any attempt to amend 
H. R. 1 in any manner that would restrict the importation of heavy fuel oil to 
New England. 

This authority consumes about 700,000 barrels of heavy fuel oil per year, 
which, as an item of cost, is second only to that of wages. 

Predicated upon our fuel-purchasing experience over the last 10 years, we are 
confident that a heavy-fuel-oil shortage created through legislation restricting 
the import of heavy fuel oil to New England would result in an increase in fuel 
cost to the Metropolitan Transit Authority of at least a half million dollars 
per year. 

Under the laws of the Commonwealth of Massachusetts the Metropolitan Trans- 
it Authority must collect any increase in fuel oil costs directly from its car 
and bus riders through fare-box revenues. Therefore, it is our considered 
opinion that the inevitable result of legislation restricting the importation of 
heavy fuel oil to New England would be a fare increase to the transit riders of 
the Greater Boston area. 

Very truly yours, 
Epwarp Dana, General Manager 


The CuarrmMan. Next is Mr. Otis H. Ellis. 


Mr. Ellis, will you please give your name and address and th 
Mr. Ellis, will pl give } l add nd the 
capacity in which you appear, for the record ¢ 


STATEMENT OF OTIS H. ELLIS, ATTORNEY, WASHINGTON, D. C., 
GENERAL COUNSEL, NATIONAL OIL JOBBERS COUNCIL 


Mr. Ettis. My name is Otis H. Ellis. I am engaged in the general 
practice of law in Washington, D. C., maintaining offices at 1001 Con- 
necticut Avenue, and am appearing here today on behalf of the Na- 
tional Oil Jobbers Council in my capacity as general counsel for that 
organization. 

I would like to state, interpolating here, Mr. Chairman, at this time, 
that it seems that the tide has run somewhat against my presentation 
here, through nobody’s fault, but we had a lot of witnesses today. I 
can’t find it in me to take up the time of you two gentlemen, who have 
been courteous enough at least to say, to read this whole statement. 

I would like to state that there are 12,000 jobbers, independent job- 
bers, who are vitally interested in the proposed amendment which has 
been offered by the coal interests and the so-called independent 
producers. 

I would like to further state that I represent 27 State and regional 
organizations covering 33 States, of independent oil jobbers. We did 
not attempt to deluge this committee by bringing in here 27 representa- 
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tives. We did not deem it necessary to present a mass of cumulative 
testimony, such as the bleeding and dying that you gentlemen listened 
to when the independent oil producers came in, and the other time when 
the coal people and related interests took up a full day of this com- 
mittee. 

I have, I think, covered in this statement our feelings, and with your 
permission, I will just skip through it a little bit with the request that 
the total statement be included in the record. Because there are 2 or 3 
very vital points in here that I think should be given consideration 
when this committee gets to the point of its deliberations, in determin- 
ing whether or not the proposed amendment to impose quotas on oil 
imports should be added to the bill. 

The Cuarrman. Your entire statement, including the exhibits, will 
appear in the record. 

Mr. Extas. Thank you, Mr. Chairman. 

(The statement referred to follows :) 


STATEMENT OF OTIs H. ELLIs, GENERAL COUNSEL, NATIONAL OIL JoBBERS COUNCIL 


My name is Otis H. Ellis. I am engaged in the general practice of law in Wash- 
ington, D. C., maintaining offices at 1001 Connecticut Avenue, and am appearing 
here today on behalf of the National Oil Jobbers Council in my capacity as general 
counsel for that organization. 

Before proceeding with the main portion of my presentation, I would like to 
state for the record that I am also retained as a legal adviser and consultant by 
the Ministry of Mines and Hydrocarbons of the United States of Venezuela. I 
would like to make it clearly understood that I am not appearing in my capacity 
as counsel to this ministry, and further that any statements, opinions, or con- 
clusions which I make are in no manner to be construed as reflecting the attitude 
or position of that ministry or, for that matter, any other branch of the Vene- 
zuelan Government. I make this statement for the reason that this representa- 
tion is generally known in the petroleum industry, and may be known to some 
members of this committee, and I want to be sure that there is no misunderstand- 
ing as to whom I represent or speak for today. 


NATIONAL OIL JOBBERS COUNCIL MEMBERSHIP 


The National Oil Jobbers ouncil is a trade group composed of 27 State and 
regional associations of independent jobbers and distributors of petroleum prod- 
ucts. These 27 associations, covering 33 States, represent approximately 12,000 
of the 15,000 pertroleum jobbers and distributors in the United States. 





INDEPENDENT JOBBER DEFINED 


It is possible that some members of the committee are not familiar with the 
functional operation of an independent jobber or distributor of petroleum prod- 
ucts and, for that reason, it might be well to define this operation. An oil jobber 
is a marketer of petroleum products primarily engaged in wholesale distribution, 
although some jobbers also engage in the operation of filling stations and sub- 
stantially all of them engage in the retail distribution of household fuel oils. 
The term “jobber and distributor” is used synonymously in industry nomen- 
clature. The word “independent” as it applies to a jobber means that he owns 
his own business and is not affiiliated with, a subsidiary of, or financially con- 
trolled or dominated by a major, integrated oil company. Independent jobbers 
and dealers (or peddlers) distribute approximately 80 percent of the household 
burning oils consumed in this Nation. Jobbers and commission agents deliver 
to the service stations of this country approximately 40 percent of their total 
gasoline supplies. The percentage of distribution of residual oil nationwide is 
unavailable; however, it is definitely known that well over 50 percent of the 
residual oil imported into this country is marketed by independent jobbers. I 
go into this detail in order to point out to the committee the exent of participa- 
tion in the marketing segment of the industry by the independent jobber, and 
for the further purpose of showing that this group is a real party at interest in 
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the outcome of any legislation which would affect the price or supply of petroleum 
products. 

The National Oil Jobbers Council approves of H. R. 1 insofar as it applies to 
imports of crude oil and petroleum products. We do not purport to know what 
effect the proposed bill might have on other commodities. 


OPPOSITION TO IMPORT QUOTA AMENDMENTS 


The primary purpose of my appearance here today is to oppose the amend- 
ments proposed by the independent oil producers and the coal industry. I spe 
cifically refer to the proposals made by spokesmen for these two groups wherein 
they request that quotas be imposed on imports of crude oil and its products not 
to exceed 10 percent of the total domestic petroleum demand for the correspond- 
ing quarter of the previous year with the further proviso that the total quantity 
of residual fuel oil shall be limited to 10 percent of the domestic demand for 
residual fuel oil for the corresponding quarter of the previous year. 

Our principal objections to the proposed amendment are as follows: 

1. The preposed amendment is inconsistent with and repugnant to other pro- 
visions of the Trade Agreements Act—specifically the escape clause provisions. 

2. The imposition of quotas on oil imports in the manner proposed is contrary 
to the provisions of two existing international trade agreements and would thus 
constitute breaches of contract on the part of the United States. 

3. The current effect of oil imports on competing domestic industries has not 
reached such- proportions as to require the stringent action called for in the 
proposed amendment. 

4. If residual oil imports are limited in the manner prescribed, it will result in 
a serious shortage of supply which cannot be made up from domestic petroleum 
sources. 

5. A reduction in residual oil imports will leave thousands of consumers 
without any source of supply, thus requiring them to purchase new burner 
facilities capable of using other fuels. 

6. A reduction of residual oil imports will leave some consumers with no 
alternative choice of fuels, thus leaving them to the mercy of the coal industry. 

7. A reduction in imports of crude oil would, in our opinion, lead to ultimate 
shortages of crude oil, both for peacetime use and especially for use in time of 
national emergencies. 

8. The economic forces set in motion by imposing quotas on crude oil and resid- 
ual oil would, in our judgment, lead to higher prices of all petroleum products 
throughout the United States. 

9. The proposed quota provisions fail to prescribe any mechanism for country 
allocations with a view to preserving foreign oil sources most necesary for 
national defense—this despite the fact that another section of the proposed 
amendment is predicated solely on the premise of national security. 


GENERAL OBJECTIONS TO QUOTAS ON OIL IMPORTS 


Current relief provisions 


Under the authority of the Trade Agreements Act, the United States has 
granted concessions on crude oil and residual oil in two international agree 
ments—first, the trade agreement with Venezuela and, second, the multilateral 
agreement commonly referred to as the GATT agreement. Under existing law we 
have what is commonly known as the escape clause provisions which in substance 
provide that these concessions may be terminated or modified when either crude 
oil or residual oil, or both, is being imported into the Unted States in such 
increased quantities, either actual or relative, as to cause or threaten serious 
injury to the domestic industry producing like or directly competitive products. 
There are further procedural provsions whereby affected industries may obtain 
relief. 

Obviously, enactment of the proposed amendment as to oil quotas would con- 
stitute an avoidance of the escape clause procedure and, therefore, is inconsistent 
with and repugnant to this portion of the act. The inclusion of oil quota provi- 
sions in the Trade Agreements Extension Act would, in effect, amount to a 
recognition of the fact that the escape clause provisions are an inadequate and 
ineffective means of granting relief to industries seriously injured by the com- 
petition of excessive imports. It would appear to be more consistent that the 
eseape clayse provisions either be eliminated and the Congress reserve unto 
itself the right to grant relief from excessive imports or, on the other hand, 
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the coal industry and the independent oil producers be requested to seek relief 
under the escape clause provisions. It is extremely noteworthy that this record 
is bare of any showing that either of these groups have filed their complaints 
with the Tariff Commission and sought relief under the escape provisions even 
though the arguments which they give to this Committee might, if found to be 
true, meet the criteria prescribed. 


Violation of international contracts 


In addition to this inconsistency, adoption of the proposed quota amendment 
would also create another problem of even greater significance. I refer to the 
proposition that the amendment would probably require this Nation to violate 
the sacred obligations of the two international contracts herein referred to. 
Both of these contracts, or trade agreements, contain escape-clause provisions 
similar to those contained in the Trade Agreements Act and, in addition thereto, 
contain certain procedural requirements which must be met before the rights 
of escape can be invoked. Since the proposed amendment does not, by lan- 
guage contained therein, nor as a matter of law, presuppose a finding of “serious 
injury,” it would not meet the criteria prescribed in either agreement, Neither 
does the proposed amendment contain language which would comply with the 
procedural requirements of either agreement. Such being the case, if the amend- 
ment were enacted into law and put into effect, it would be in violation of 
the terms and provisions of these two trade agreements insofar as they per- 
tain to imports of crude oil and petroleum products. It should be pointed out 
that the criteria in the escape-clause provisions of both of these trade agree- 
ments substantially comply with the provisions in existing law and as a matter 
of fact such criteria was placed in the Venezuelan agreement pursuant to the 
mandates of the Trade Agreements Extension Act passed by the Congress in 
1951. Would it not be a litthe awkward for the Congress to pass legislation 
violating the provisions of a contract when the provisions were put into the 
the contract at the instigation of the same legislative body ? 


SPECIFIC OBJECTIONS TO QUOTAS ON OTL IMPORTS 


Impact on jobbers 


The success or failure of a jobber—or for that matter any independent mar- 
keter of petroleum products depends primarily on two factors. First, an ade- 
quate and consistent supply of petroleum products, and, second, an ability to 
purchase and sell products under such conditions as to provide a reasonable 
margin or profit. Any circumstance or economic pressure which adversely 
affects either of these factors is tampering with the jobber’s vitals. If import 
quotas are imposed on residual oil the jobber’s supply will be drastically cur- 
tailed since the domestic industry cannot, after giving due regard to good con- 
servation practices, supply the deficiency. There are many jobbers up and 
down the eastern seaboard who deal primarily in residual oil and a good 
portion of their supply is imported by either themselves or others from whom 
they purchase. These jobbers have expended millions of dollars in the pur- 
chase of storage and transportation facilities especially designed for residual 
oil. It would be impossible to convert these facilities for the handling of 
either coal or natural gas. In brief, the result of residual restrictions would 
drive a number of these jobbers to the brink of bankruptcy. Today, every pint 
of residual oil produced domestically, as well as all which can be economi- 
eally procured from external sources, is being used and the supply situation 
is extremely tight. Currently no one could successfully argue that imported 
residual oil is supplanting domestic residual oil. Jobbers have worked hard 
to build their residual oil busines and they will resist to the teeth the efforts 
of anyone attempting to take that business away from them by some artificial 
restriction such as that posed by the proposed amendment. 


Impact on consumers 


It is the jobber’s belief that curtailment of imports of crude oil will ultimately 
result in higher prices for crude oil and petroleum products. With crude oil 
imports restricted, domestic producers, through the medium of State regulatory 
controls, will have a virtual lock on the supply of crude oil as related to demand. 
This situation can only lead to higher prices with the net result that consumers 
of petroleum products will be called on to foot the bill for import restrictions. 
Tnfortunately, it will be the jobber and the independent service station operator 
who will have to face the public when these higher prices are imposed. 
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It will be recalled by members of this committee that independent producers 

appeared here in 1953 and wailed loudly about the fact that they were dying on 
the vine due to the excessive imports invading their markets. Despite their 
cries that we had an excess of capacity in this country, it was not 30 days later 
that the domestic price of crude oil was increased 25 cents per barrel. This was 
followed by increases in the price of petroleum products averaging 1 cent per 
rallon. 
. The jobber and the independent dealer are just now getting over the embar- 
rassment of trying to explain to the consuming public why the price of petroleum 
products would go up at a time when the supplies of both crude oil and products 
were in excess of demand. If these producers can raise the price of crude oil 
under such circumstances, it is anybody’s guess as to how high they could go 
if imports are restricted. These price increases are not only embarrassing to 
the jobber but, of more significance, they impose on him the necessity of pro- 
curing additional capital to carry higher cost inventories and credit sales. The 
jobber is already at the breaking point due to excessive taxes and a greatly in- 
creased cost of doing business. 

The jobber has a vivid recollection of market conditions in 1948 when this 
Nation could not possibly meet the demand out of its own crude reserves and 
had it not been for imported oils the situation would have been critical. The 
jobber knows that such a situation could arise again and if in the meantime we 
have alienated or diverted these foreign sources of supply, we will be faced with 
shortage. These are the things the jobber fears most when people begin to 
tamper with supply or set in motion artificial factors which will affect the price 
of the product he sells. 

I will not attempt to dwell further on the problems posed for the jobber if the 
proposed amendment is adopted since these matters will be handled in more 
detail by a working jobber whose presentation will follow mine. 

There is one thing noteworthy about most of these hearings on the oil imports 
issue—there apparently is very little concern about the effects that import restric- 
tions might have on consumers. It is not deemed necessary to dwell on this at 
great length, however, there is one thought that I would like to leave with this 
committee and that is this: I feel that we should think twice before we deprive 
a consumer of a choice of fuels and, particularly, when we leave him only one 
source of fuel and that at a higher price. 

I have taken the trouble to ascertain what the members of this committee use 
as fuels for their homes or dwelling places. I find that 10 members use fuel oil; 
5 live in apartment buildings or hotels using fuel oil; 6 members use natural gas; 
1 lives in an apartment building using natural gas; 1 lives in an apartment 
building using coal; 1 member uses coal in his town house and fuel oil in his 
summer home; and 1 lives in an apartment building using an unknown source 
of fuel. I suspect that you gentlemen who use fuel oil or natural gas do 
so for the same reason that I do—it is available at a reasonable price, it 
is clean and efficient, it lends itself to automatic operation, thus eliminating the 
dirty, grimy task of stoking a furnace and, in my case, it provides me a playroom 
for my children in an area which would otherwise be a coalbin. Surely the in- 
dustrial users of residual oil—regardless of its source—are entitled to the same 
right of election. The railroads in the interests of efficiency and economy went 
from coal to oil, yet they, for selfish reasons, see fit to restrict others from doing 
the same thing. Certainly the history of the coal industry does not lend itself 
to the belief that residual oil consumers will be treated with charity when they 
are forced to use coal as an only supply of fuel. 


THE PROPONENTS OF OIL QUOTAS 


The principal proponents of oil quotas are the coal industry—both labor and 
producer—and several associations of so-called independent oil producers. The 
best known of this latter group is the Independent Petroleum Association of 
America, commonly referred to as IPAA. . 

Now that we have examined the proposed amendment and discussed some 
of its effects, let us for a moment, examine those groups supporting this legis- 
lation and the reason for such support. 

The coal group and IPAA maintain that they are dying on the vine and at- 
tribute the cause of their demise to excessive imports. Let us examine the his- 
tory of these two groups for the purpose of ascertaining whether their alleged 
injuries, if any, are attributable to other causes. Let us also determine whether 
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or not these groups can be relied upon to provide a consistent supply of fuel for 
this Nation if we eliminate in any part our imported supply. Let us also exam- 
ine their records as prophets to see whether their predictions of doom and dis- 
aster warrant acceptance. 


The coal industry 


I think that my remarks made before this committee 2 years ago are as ap- 
propriate today as they were at that time, and I would Jike to repeat them here: 

“Since others will dwell on the subject of whether or not imports of residual 
oil have contributed to the present plight of this industry I would like to go back 
behind the scenes a little further. In July of 1929, Mr. George W. Lewis, legisla- 
tive agent of the United Mine Workers of America, filed a brief with the Senate 
Committee on Finance. This brief, which was made a part of that committee’s 
record of hearings on the Tariff Act of 1929, recommended an excise tax on fuel- 
oil imports. Mr. Lewis, at that time, stated in substance that to permit the con- 
tinued free entry of millions of barrels of foreign oil would simply mean the 
wrecking of the great coal industry. What provoked that statement? The an- 
Swer probably is to be found in a presentation by Mr. H. L. Gandy, representing 
the National Coal Association in these same hearings. 

“Mr. Gandy pointed out that in 1927 imports amounted to 29,500,000 barrels ; 
and in 1928, to the enormous total of 58,809,000 barrels. He failed. to tell the 
committee that the cause of the increase could be attributable to the great coal 
strike in 1927. That year industrial users of coal were caused grest and undue 
hardship because they didn’t have an adequate supply of bituminors coal—they 
had begun to look for a new form of fuel that could be supplied witk some degree 
of certainty, and they found it in residual oil—both domestic aad imported. 
According to the Department of Labor statistics, approximately 165,000 mineria 
were involved in a wage strike which began April 1, 1927. This stoppage con- 
tinued for several months, with many of the workers remaining out until the 
end of the year. As a result of this strike, the coal industry had.23 millien 
man-days idle for the year 1927. Industrial users had begun to get a stomach 
full. If you will trace through the years, you will find a history of strikes, lock- 
outs, and other forms of work stoppages which have taken such a toll on the 
great coal industry that in effect stood still while American industry in general 
marched on. I have a vivid recollection of sitting in a mud-bound tent in Eng- 
land, in 1943, when a hometown newspaper months old reached me. This paper 
reported a general strike of the bituminous coal miners. The miners wanted 
$2 more per day, portal-to-portal, or travel-time pay, and other benefits. This, 
mind you, in time of a national emergency which was so serious that the Fed- 
eral Government had to step in and seize the mines. Are we now to cut off re- 
sidual fuel oil and leave ourselves at the mercy of a group who will stop the 
wheels of industry in the middle of a battle for our lives and independence? 

“TI will not dwell on the strike and work-stoppage record of the bituminous 
coal industry, but I am including in this statement statistics which speak for 
themselves. (See exhibit I attached.) I am not attempting to intimate that some 
of these strikes were not justified, nor am I attempting to argue that simply 
because they went on strike they are not entitled to relief from imports. I am 
attempting, however, to point out that we had better think twice before we leave 
some of our industries at the mercy of this group as a sole source of supply for 
their fuels.” 

There is attached hereto as exhibit II some news accounts of the strike stop- 
pages which occurred during the war years. 

The coal industry would lead you to believe that all of their pains and ail- 
ments are attributable to markets they have lost to imported residual oil. Let 
us briefly look at the record. United States production of bituminous coal in 
1947 reached a peak of 630 million tons. By 1953 it had declined to 450 million 
tons, or a loss of 180 million tons. How can anyone ascribe this loss of 180 mil- 
lion tons to an increase in fuel-oil imports of the equivalent of only 20 million 
tons? It is suggested that the answer lies rather in the increase in the country’s 
usage of natural gas and of distillate fuel, both essentially domestic products 
and both in the last analysis representing consumer preference in a highly com- 
petitive market. 


World War IT situation 


Both the independent oil producers and the coal industry have taken great 
pains to point out that there is “no security in foreign oil.” Both of these groups 
point with apprehension and alarm to the fact that many tankers were sunk 
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while bringing in foreign oil during the last war and that coal was forced to 
carry the burden of meeting the emergency demand on the east coast. 

One of the reasons why residual fuel oil was replaced in part by coal on the 
east coast during the war was not because it could not be transported, but actually 
because of governmental orders that no shore installation was permitted to burn 
oil if it could use coal. This order was necessary so as to divert the fuel oil else- 
where to power the machines of war. In other words, the fuel oil diverted acted 
as part of the first line of defense so coal could be mined and used in this country. 

It was easy for the United States to furnish sufficient petroleum in the early 
days of the war, but as time progressed, it was an impossibility to fight the type 
of war planned without the use of foreign oils, and particularly Venezuelan fuel 
oil. In the last year of the war, there was an average of 2 million barrels daily 
of petroleum products used by the Allied forces outside of the United States. 
Only 56 percent of this came from the United States and 44 percent came from 
foreign areas. The United States was concentrating on the building and opera- 
tion of the most efficient refineries to manufacture aviation gasoline while the 
foreign refineries, while also producing aviation gasoline, made their chief con- 
tribution by supplying heavy fuel oil to meet the needs of the Allied fleets. A lot 
of this foreign residual fuel oil, while it was not imported for consumption on 
the east coast during the war, was actually shipped from the Caribbean areas to 
the east coast. The ships carrying the oil met convoys or were discharged into 
storage in New York and reloaded for other convoys to the Eastern Hemisphere. 
At the direction of the Army-Navy Petroleum Board, the Navy established (in late 
1942) the petroleum pool in New York which acquired practically all of the deep- 
water storage in the New York Harbor where cargoes were discharged from the 
United States Gulf and the Caribbean and reloaded into ships sailing with con- 
voys to both the Mediterranean and European theaters. 


Role of jobber during emergencies 


Independent jobbers played a vital role in that they had millions of barrels of 
storage facilities which were made available to handle the wartime needs. Since 
the war many millions of barrels have been added—all of which stands in readi- 
ness to serve this Nation in time of future conflict. 

Much to-do has been made in this record about foreign oil in time of war. 
What I am wondering is this: If we are unable, because of submarine or aerial 
warfare on the part of the enemy, to bring foreign oil into this country, then 
how are we going to get petroleum products from this country to the scene of 
conflict if such is on foreign soil? It is suggested that if we are fighting a defen- 
sive war within the confines of our own borders then our problem will not be 
getting foreign oil but rather the protection of our domestic refineries, pipelines, 
and storage facilities from attack. 

It would appear that the Department of Defense has supplied the answer on 
the question of the importance of foreign petroleum sources of supply in their 
report on the domestic consumption of fuels dated September 3, 1954, wherein 
the following statement is made: 

“It is considered probable that substantial quantities of petroleum will con- 
tinue to flow to the United States and Allies from relatively protected Western 
Hempishere areas under wartime conditions. For the United States to be able 
to obtain these essential petroleum products in event of a war, the United States 
should take no action that would seriously injure the political and commercial 
relations between the United States and the countries with petroleum reserves 
and jeopardize these foreign sources of supply.” 


Independent oil producers 


Now, let us take a look at IPAA. This organization, as well as others made 
up of so-called independent oil producers, have vigorously sought for restrictions 
on imports for more than 25 years. This battle on imports has paralleled their 
battle for the highest possible depletion allowances and the preservation of the 
special allowance covering intangible drilling costs. 

Their fight has been a valiant one and has served the purpose of keeping the 
domestic industry alerted to the fact that unreasonable levels of imports should 
not be permitted to the extent that they would seriously jeopardize our domestic 
industry. Unfortunately, however, their record as a prophet as to the dire 
consequences that could be expected if imports were not restricted is a series 
of failures. 

An article appearing in the March 1954 issue of The Oil Forum entitled “Inde- 
pendent Petroleum Association of America—The False Prophet,” sets forth in 
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considerable detail extracts from comments made over the past 24 years about 
how “the domestic petroleum industry is being ruthlessly destroyed” and “that 
the independent branch of the oil industry cannot exist for another year unless 
relief is obtained.” This article further, in its conclusions, shows that despite 
these predictions of doom and destruction the domestic petroleum industry has 
grown to the point where it is.one of the healthiest in the Nation today. I 
will not ask that this article be printed in the record, however, I have several 
copies here which I believe the members would not find to be dull reading. 

It is significant to note that when this battle on imports first began in 1929, 
we had 11 billion barrels of proven oil reserves in this country. Despite produc- 
tion over the past 24 years amounting to more than 34 billion barrels, we have 
today well over 30 billion barrels of proven reserves. In 1929 we drilled 26,356 
wells as contrasted to the high record of 53,930 wells in 1954. It is also signifi- 
cant that in the year 1954 we broke all records for drilling wildcat wells with 
the high figure of 11,280. Today, we have an estimated excess of productive 
capacity of about 2 million barrels per day. 

I simply cannot see how anyone in the face of this sort of a record could main- 
tain that imports are killing the independent domestic producers or the domestic 
petroleum industry. I further cannot see why the prophecies of doom and 
destruction which were paraded before this committee about 10 days ago are 
of any more validity today than they have ever been in the past. 

It seems that this group of independent producers is now finding itself with 
equally as bad a record for consistency of position. For example, they are cur- 
rently asking legislative relief by way of removing Federal control over the 
production of natural gas while at the same time they are seeking Federal con- 
trol over oil imports. Another example has been their persistent plea that the 
27% percent depletion allowance is necessary as an inducement to provide a 
healthy program of exploration and development of oil to the end that this Nation 
would have an adequate supply. Now they contend that we have more than an 
adequate supply and shut in capacity, yet they would resist long and loud any 
effort to tamper with this depletion allowance. It would appear to us that if 
this Nation now has achieved a position of oversupply of crude oil, then there 
is no further necessity for the 2714 percent depletion allowance as an induce- 
ment to find more oil and thus aggravate an existing situation of oversupply. 

It is on the basis of this reasoning that the National Oil Jobbers Council at 
this time recommends to your committee that if you see fit to impose quotas on oil 
imports that you also take the necessary steps to either reduce or eliminate the 
depletion allowance during the period of time that such quotas remain in effect. 
It strikes us that any other position would be inconsistent. I would like to make 
it clear that we are not, at this time, attacking the depletion allowance per se, 
nor are we offering this recommendation merely as a gesture of threat or retalia- 
tion. Our recommendation is premised on what we consider a process of con- 
sistent, and logical reasoning. It might be further added that this position is 
not a new one, but was advanced before this committee as early as 1951 when 
there were extended hearings on the question of continuing the depletion allow- 
ance and at a time when the issue of imports was not before this committee. 

Another example of inconsistency is this—approximately 2 years ago IPAA 
completed and issued a report wherein they stated in substance that oil imports 
from the Western Hemisphere should be given preference over oil imports from 
other sources. The quota proposals which they are endorsing reflect no indica- 
tion of this stated position but, to the contrary, when put into practice would 
have more adverse effects on Western Hemisphere sources than any other. 

It has not been my desire in pointing up these facts and inconsistencies to be 


overly critical of TPAA, but I know of no better way of refuting their claims 
than with the record itself. 


CONCLUSION 


I have not attempted herein to debate or argue the issue of protectionism 
versus free trade. As stated at the outset, our principal arguments are directed 
toward opposing the proposed amendment to impose quotas on oijlimports. H. R. 
1 is a moderate bill and as a practical matter wil! not result in a further reduc- 
tion of existing restrictions on oil imports. We do not seek further reductions, 
but we vigorously oppose the imposition of artificial barriers which would not 
only play economic hevoe with the independent marketers of petroleum products, 


but would, in our opinion, create even more adverse effects on the Nation as a 
whole. 
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Approximately 50 percent of the petroleum jobbers in this country were at 
one time engaged in the sale of coal. When the consumer trend changed, the 
thinking jobber changed with it. He did not come to the Congress and ask that 
the progress of this Nation be stayed for his benefit. Instead, he tried to keep 
in step with that progress. The jobbers that I represent do not belong to that 
eategory of trade associations or small business groups who consistently request 
legislative subsidies or demand that the pace of the swift be reduced to that 
of the inefficient. We believe in a system of free, competitive enterprise unre- 
stricted and unfettered by anything more than reasonable antitrust and fair 
trade laws, the purpose of which would be to prevent the law of the jungle 
obtaining in the business dealings of our economy. 

My people battle every day in the toughest competitive arena known to Ameri- 
can business. They daily face price wars and the competition of integrated indus- 
try; yet we ask no protection. Surely if these, the little people of the industry, 
are willing to face the trials and tribulations of free competitive enterprise, the 
vast coal industry and the IPAA membership can do the same. We believe that 
those who are unwilling to swim upstream toward the end of providing better 
commodities and better service at better prices to the American public are unde- 
serving of the privileges of independence as it is known and revered in our Ameri- 
can system of government and business operation. We cannot subscribe to 
policies or legislation which are but little more than the giving of a permanent 
form of artificial respiration to people who are unwilling to help themselves. 
Jobbers having these views are getting a little tired of seeing industries, or seg- 
ments of industries, march before the various congressional committees with their 
greedy desires camouflaged by that already crowded, all encompassing hoopskirt, 
“national security.” If this Nation feels that it is necessary to impose quotas on 
oil imports, then let us do so through the legal mediums provided and in keeping 
with the word and spirit of our international commitments. Both the law and 
these trade agreements involving oil provide ample means for achieving the de- 
sired end if the proper criteria exists, let us use these means honorably and not 
by legislation circumvent our sacred obligations. 

Mr. Chairman, I thank you for affording me the opportunity to appear before 
this committee and request that my statement be made a part of the hearing 
record. 

Exursit I 


Work stoppages in bituminous coal mining, 1927-52 


Number of Number of a ee 
workers — workers | Man-days 


involved ; | PABeS) involved -_ 


| Stop-| 
| pages} 





24, 400 | 153, 000 
593, 000 6, 750, 000 
43, 800 | 254, 000 


176, 000 


RL ad 


487,000 | 7,510,000 
230,000 | 1,060, 000 
582,000 | 5,010, 000 
834,000 | 19, 500, 000 
490,000 | 2,190,000 
582,000 | 9, 560,000 
, 130,000 | 16, 700, 000 
165,000 | 9, 320,090 
213, 000 | 887, 000 
472, 000 2, 760, 000 











Mr. Exx1s. In the first place, I might explain this: An independent 
oil jobber is not affiliated with any major oil company. They own 
their own facilities, both storage and transportation. 

To show you the extent of their participation in this industry and 
the extent of interest which they have in this proposed amendment, 
I think it would be well to point out that my jobbers distribute 80 
percent of the household fuel oil delivered to the homes of this 
Nation. My jobbers, along with independent commission agents, 
deliver 40 percent of the gasoline to the service stations of this country, 
and we distribute approximately 70 percent of the imported residual 
oil about which you ions heard so much. 
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_ The two things as to our general objections to these quotas on oil 
imports boil down to these: We feel that we could conceive of no more 
inconsistent piece of legislation than to have H. R. 1 have tacked on 
to it provisions which would impose quotas on oil. Boiled down, our 
reasons are very simply these. 

You have a bill, which. when it extends existing law, provides ample 
escape clauses for doing just exactly what these people want to have 
done by legislative amendment. To tack that amendment on would, 
in effect, be an admission that the bill itself is not capable of doing 
the things it is intended to do. 

The second proposition, and possibly of more significance, is this: 
At this time, we have two trade agreements involving oil. Both of 
those trade agreements contain escape clauses which, in substance, are 
the same as those contained in our reciprocal-trade laws. 

Now, one of those trade agreements, specifically Venezuela, has an 
escape clause that was put in there at the instigation of legislation 
passed by the Congress 3 years ago, when they included in the Recip- 
rocal Trade Agreements Act the directive that the Government take 
such steps as they could take, as were practicable, to have included 
- all existing agreements escape clauses such as those set forth in 
the act. 

Now, pursuant to that mandate from this Congress, that escape 
clause was put in the Venezuelan agreement. 

Now they want to, by legislation, breach the Venezuelan agreement, 
by passing legislation which does not conform to the escape provisions 
which you told these people they should have in their agreement. 

And I think they are two very vital factors which should be 
considered. 

It will be a little bit awkward for this Nation to have to tell that 
Government that our Congress put those clauses in their contract “but 
now we are ignoring those clauses, and with legislation we will breach 
it.” 

I am not going to belabor you with all the reasons that we think that 
quotas should not be imposed. I would like to just discuss for a mo- 
ment something about these proponents of oil quotas. 

Now, who are they, basically? You have got the so-called inde- 
pendent producer groups, the most commonly known of which is the 
Independent Petroleum Association of America. In addition, you 
have the coal producers, coal, labor, and related interests. 

Let’s take the first one, the independent producers. For 25 years, 
that group has been appearing before this committee, screaming doom 
and destruction, unless quotas or some form of restrictions were im- 
posed on oil imports. 

Now, what has been the result? We have got the healthiest oil 
industry that the Nation ever saw. And there have been no restric- 
tions of consequence. 

Their appearances before the committee this time are no different 
from what they were before. I am not going to outline all of the 
background of their dire predictions. They are contained pretty well 
in an article which was printed in the Oil Forum of March 1954, 
entitled “Independent Petroleum Association of America, the False 
Prophet.” 


. 


I would like to point out that not only has their record as a a 
been a series of failures, but they are now accumulating a reco 


for 
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inconsistency that rapidly approaches their bad judgment as prophets. 
¥ y ; oe “2 
I would like to read from my statement these inconsistencies : 


For example, they are currently asking legislative relief by way of removing 
Federal control over the production of natural gas, while at the same time they 
ure seeking Federal control over oil imports. Another example has been their 
persistent plea that the 2744 percent depletion allowance is necessary as an in- 
ducement to provide a healthy program of exploration and development of oil, 
to the end that this Nation would have an adequate supply. Now they contend 
that we have more than an adequate supply and shut-in capacity. Yet they 
would resist..long. and loud any effort to tamper with this depletion allowance. 

It would appear to us that if this Nation now has achieved a position of over- 
supply of crude oil, then there is no further necessity for the 27'4 percent deple- 
tion allowance as an inducement to find more oil and thus aggravate an existing 
situation of oversupply. 

It is on the basis of this reason that the National Oil Jobbers Council at this 
time recommends to your committee that if you see fit to impose quotas on oil 
imports, you also take the necessary steps to either reduce or eliminate the 
depletion allowance during the period of time that such quotas remain in effect. 
It strikes us that any other position would be inconsistent. 

I would like to make it clear that we are not at this time attacking the deple- 
tion allowance per se, nor are we offering this recommendation merely as a 
gesture of threat or retaliation. Our recommendation is premised on what we 
consider a process of consistent and logical reasoning. 

It might be further added that this position is not a new one but was advanced 
before this committee as early as 1951, when there were extended hearings on 
the question of continuing the depletion allowance, and at a time when the issue 
of imports was not before this committee. 

There is another inconsistency on the part of this independent producer 
organization. Approximately 2 years ago they issued a report wherein they 
stated in substance that oil imports from the Western Hemisphere should be given 
preference over oil imports from other sources. The quota proposals which they 
are endorsing reflect no indication of this stated position, but, to the contrary, 


when put into practice, would have more adverse effects on Western Hemisphere 
sources than any other. 


Mr. Chairman, I am not going to burden you further with my re- 
marks, other than to state that we vigorously oppose the restrictions 
which have been advocated by these two groups. 

With that, I will close, with this exception. I have here some tele- 
grams, one from the Michigan Petroleum Association, directed to me, 
wherein they request that the objections contained in the telegram be 


made known to this committee. I would like to have that included in 
the record. 


The CuatrMan. Without objection, it will be included in the record. 
(The telegram referred to follows :) 


Detroit, Micu., February 7, 1955. 
Otts ELLIs, 


1001 Connecticut Avenue: 


Apparently coal interest and independent oil producers have not given complete 
consideration to the effects of oil import restrictions on other sections of the coun- 
try. While stopping residual oil imports might put a few miners to work it would 
also result in taking many more men off the automotive production lines here in 
Michigan besides increasing the fuel bill of this State. We can hardly see how a 
protective policy which in effect robs Peter to pay Paul makes any sense particu- 
larly where both Peter and Paul are citizens of the same country. If you appear 
before the Ways and Means Committee please make known our specific objections 
to the imposition of quotas on oil imports. 

JOsEPH D. HapLey, 
Michigan Petroleum Association. 


Mr. Etxis. I have similar telegrams from the executive secretary of 
the Pennsylvania Petroleum Association, Mr. James E. Stevens; and 
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another from Mr. S. B. Wilkes, president of the Crown Petroleum 
Corp. He is a Connecticut jobber. 

There is another from the Northwest Petroleum Association, from 
Mr. H. F. Horning, its executive secretary. 

The Cuarrman. The telegrams presented by you will be included in 
the record. 

(The telegrams referred to follow :) 


HartrorpD, Conn., February 5, 1955. 
Ors H. ELtis, 
Suite 1128, 1001 Connecticut Avenue, Washington, D. C.: 


Maybe no one cares about the effect that import restrictions on oil would have 
on 15,000 independent jobbers and more than 100,000 independent service station 
operators. Surely the Congress will consider the adverse effects on the millions 
who use petroleum. Restrictions of residual oil imports would result in increas- 
ing the electric power bill of the new England area by millions. Restrictions on 
crude oil would result in increased prices of all types of petroleum products 
throughout the United States. We jobbers of Connecticut cannot believe that 
Congress will ask the American consumer of petroleum to subsidize a nonprogres- 
sive coal industry or pay for fattening further the already too fat independent 
oil producer. It is requested that you convey this feeling of Connecticut jobbers 
to appropriate committees. 

S. B. WILKEs, 
President, Crown Petroleum Corp. 


MINNEAPOLIS, MINN., February 5, 1955. 
OT1s H. Ets, 
1001 Connecticut Avenue, Washington, D. C.: 


Although the jobbers and independent marketers of the Northwest and the 
Midwest use no imported oil, we realize that we can be adversely affected if crude 
oil imports are restricted. We recall that the price of crude oil in this country 
was increased 25 cents per barrel shortly after the independent producers testified 
before the Ways and Means Committee that they were being ruined by excessive 
oil imports in 1953. This increase in the price of crude oil resulted in product 
increases throughout our territory. It was we jobbers who had to face the con- 
suming public with higher prices and no explanation to justify the increase. If 
the domestic crude producers are given a lock on the domestic market because of 
crude restrictions heaven only knows how high the price of crude oil may go. The 
independent distributors simply cannot again face the consuming public with 
product price increases at a time when the consuming public is reading in all the 
papers about the lush profits being enjoyed by domestic producers. We wish you 
would advise the appropriate committees of our views and that the consuming 
public will not be gouged again in order to make the already rich oil producers 
richer. 

H. F. Horna, 
Executive Secretary, Northwest Petroleum Association. 





MINNEAPOLIS, MINN., February 5, 1955. 
Orts H. Ettts, 
1001 Connecticut Avenue, Washington, D. C.: 


Supplementing wire regarding crude oil, my position is that if crude is restricted 
‘ then the depletion allowance should be reduced or eliminated. Please also convey 
this message to the proper authorities. 


H. F. Hornina, 
Frecutive Secretary Northwest Petroleum Association. 
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Harrisspure, Pa., February 7, 1955. 
Ot1s H. ELtts, 
1001 Connecticut Avenue, Washington, D. C.: 


The oil jobbers of Pennsylvania are personally aware of the problems now 
facing the coal industry and particularly the problems of the unemployed miners. 
While we are sympathetic with this situation, we believe that the conditions that 
the industry complains of are primarily attributed to causes other than the al- 
leged competitive effects of residual oil imports. The competition of imported 
residual oil accounts for only a small relative proportion of coal produced in 
this country annually. The direct and indirect benefits which we receive from 
residual imports in our opinion overbalances any ill effects actual or alleged. 
As to the independent oil producers who want crude oil restricted we can only 
suggest that if they would use their intangible and their depletion allowances 
for intended purposes rather than amassing fortunes which are spent on air- 
planes, Cadillacs, railroads, and racetracks, maybe their agony would not be so 
great. Will you please make known our feeling either to the Ways and Means 
Committee or to Congressman Eberharter, who is a member of that committee, 
with the request that this telegram be included in the record of the hearings. 


JAMES B. STEVENS, 
Executive Secretary PPA. 


Mr. Exits. There is one other that I have been requested by tele- 
phone to read, Mr. Chairman. Maybe you will recall the appearance 
of a jobber, Mr. Clint Elliott, from Pine Bluff, Ark., last year, who 
provided a little refreshing cornfed approach to this proposition, and 
he has asked that I read his telegram. 


When I appeared before the Ways and Means Committee 2 years ago on the 
Simpson bill we jobbers hoped this hearing was the hearing to end all hearings 
on the import issue. 

From what I read in the trade press, the John L. Lewis crowd, as well as 
the coal producers and the rich Independent Petroleum Association of America, 
are back again harassing the committee with their cries of doom and destruc- 
tion and still claiming that they are not interested in the money, but are mostly 
interested in saving the country. 

From the number of independent producer witnesses listed in the papers, I 
doubt if it would have been possible for a buzzard to land on the Washington 
airport because it would have been filled with their private planes paid for with 
that plentiful depletion-allowance money. 

I can’t come back again to testify this year but I would appreciate your telling 
Mr. Reed and Mr. Cooper that. 

We Arkansas jobbers feel that if the Ways and Means Committee had some 
way to sentence the independent producers and the coal industry to a short course 
in elementary consistency it would save the committee a lot of time that is now 
spent listening to a lot of inconsistent hogwash. 

How in the world can the producers and coal industry expect favorable con- 
gressional consideration when their testimony before different committees is not 
consistent? 

The producers and coal industry have testified that both the coal industry 
and the oil industry is suffering badly from overproduction. In the same 
breadth they say that the depletion allowance is badly needed to encourage more 
mining and drilling. 

The producers are working themselves to the bone trying to stop Government 
control of the price of natural gas at the wellhead “because they are against 
Government messing in business,” yet these same birds are hollering their heads 
off for Government control of imports. 

There is nothing wrong with the coal industry but what the elimination of John 
L. Lewis would cure plus the industry getting off its backside and trying to im- 
prove the use of their product rather than whimpering for Government aid. 

Of course there is no way to ever satisfy that crowd of rich independent oil pro- 
ducers even if you gave them the key to Fort Knox, and they have something 
now equally as good in the depletion allowance. : 


57600—55—pt. 2 75 
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I still say that there hasn’t been a purely patriotic oil well drilling in the his- 
tory of the world and what all of these fellows are primarily interested in is mak- 
ing another buck, 

It seems to us jobbers that if the independent producers would just think a 
little about how high they are eating on the hog they would be willing to leave 
the ears and tails to the marketers and consumers. 

A congressional investigation into how come the price of crude stays so high 
when the producers themselves say there is a large oversupply of crude would 
make producers as scarce in Washington as fleas on a bald-headed man’s head. 

Please thank the committee for letting me testify 2 years ago. 

Cunt ELwiorr. 

The Cuatrman. Does that complete your appearance, Mr. Ellis? 

Mr. Exx1s. That is it. : 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

The next witness will be Mr. Leo J. Buckley. Is Mr. Buckley here? 


STATEMENT OF LEO J. BUCKLEY, PRESIDENT, BOARD OF GOVER- 
NORS, INTERNATIONAL ALLIED PRINTING TRADES ASSOCIA- 
TION 


Mr. Buckxiry. Mr. Chairman and members of the committee, the 
board of governors of the International Allied Printing Trades Asso- 
ciation is composed of the presidents of the five printing trades union 
affiliated with the American Federation of Labor, namely : The Inter- 
national Typographical Union; the International Printing Press- 
men’s Union; the International Brotherhood of Bookbinders; the 
International Photo-Engravers’ Union; the International Stereo- 
typers’ and Electrotypers’ Union, 

The membership of these unions numbers approximately 350,000. 
Their interest in H. R. 1 arises from two sources. One is the ex- 
tremely low level to which the tariff on books has been reduced. The 
other is the subsequent tearing down of a vital part of the so-called 
manufacturing clause of our copyright law. 

For many years the principal protection of the printing trades 
against competition from low-cost book imports was this clause in 
our copyright law. It provided that in order to enjoy a copyright 
in this country any work printed in the English language must be 
manufactured in this country. At first, that is in 1891, this require- 
ment extended only to the printing of the books, but was later ex- 
tended to all phases of book manufacturing, including typesetting, 
making of printing plates, bookbinding, photoengraving, et cetera. 

Tariff protection under the Tariff Act of 1930 was at the rate of 
15 percent or 25 percent ad valorem, depending on the binding. If 
the pon’ were bound partly or wholly in leather, the higher rate 
applied. 

"Cader the trade-agreements program these rates were reduced 
respectively to 5 and 10 percent, or almost purely nominal rates. 

So long as the manufacturing clause of the Copyright Act remained 
intact we were not greatly concerned about the lower of the duty. 

About 6 years ago, however, the Department of State and the 
Library of Congress began a campaign to eliminate the manufac- 
turing clause. This was soon after the negotiation of the General 
Agreement on Tariffs and Trade, better known asGATT. The agree- 
ment contained a provision that was in conflict, among other of our 
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Jaws, with our copyright law, specifically the manufacturing clause. 
Article XI, paragraph 1 of that agreement provides that : 

No prohibition or restrictions other than duties, taxes, or other charges, 
whether made effective through quotas, import or export licenses or other meas- 
ures, shall be instituted or maintained by any contracting party on the impor- 
tation of any product of the territory of any other contracting party. * * * 

The manufacturing clause is, of course, a restriction of the kind 
that we agreed in the general agreement not to institute or maintain. 
Since it was already in existence when GATT was signed, the part 
of the agreement that applied to use was the undertaking not to main- 
tain such a restriction. 

Thus did the Department of State in an executive agreement, never 
ratified by Congress, bind the United States to change existing legis- 
lation; and it was not long before that Department, together with the 
Library of Congress, busied themselves with means of carrying out 
the agreement. 

At first the Library of Congress supported legislation that was de- 
signed to liberalize the manufacturing clause. We gave our support. 
to the bill. It was passed after hearings before the House Judiciary 
Committee. The State Department opposed the bill because it did not 
go far enough to satisfy article XI of GATT, cited above. 

Later, that is, early in 1952, that Department and the Library of 
Congress sponsored a bill that would have eliminated a part of the 
manufacturing clause. It provided that if a work was first published 
abroad in the English language by a foreign author it could gain 
copyright in this country without being manufactured here. 

The bill was given a public hearing before the House Judiciary Com- 
mittee. It was opposed by the printing trades unions and other 
groups and was defeated in the committee by a very decisive vote. 

Then began a maneuver that has been typical of the State Depart- 
ment approach in recent years. The United States participated in the 
drafting of a Universal Copyright Convention and after considerable 
negotiation signed a convention that incorporated the substance of the 
bill that had failed so signally of legislative approval. 

The Convention was sent to the Senate for ratification. It con- 
tained a provision that no reservations could be made by any of the 
ratifying parties. The Senate drafted the Convention in 1954 and 
thereafter implementing legislation was passed by both Houses of Con- 
gress. 

The treaty will go into effect when 12 countries have ratified it. To 
date, besides the United States, the following countries have ratified : 
Andorra, Cambodia, Chile, Costa Rica, Haiti, Laos, Pakistan, and 
Spain. This brings us up to date. 

There still remains that part of the manufacturing clause that re- 
quires that the works of an American author or an alien resident here 
writing in English must still be manufactured in this country if the 
i. . to enjoy a copyright or, in other words, a monopoly of the 
market. 

Thus we are still not in full compliance with article XI of GATT 
so far as our copyright law is concerned. 

The question arises what this has to do with H. R. 1. 

The connection is obvious. 
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In the first place, H. R. 1 would broaden the power of the Executive 
in the negotiation and proclamation of trade agreements. Its passage 
would confirm the Department of State in its habit of coercing Con- 
gress through the process of creating international moral and legal 
obligations. It would encourage the State Department in widening 
its scope of agreements irrespective of existing domestic legislation. 

We anticipate that the next step in the field of international copy- 
right will be a proposal to fulfill the remaining part of our agreement 
under article XI of GATT as it relates to the manufacturing clause. 
Should this proposal be advanced and should it succeed, the only 
remaining te of the printing trades against the importation of 
copyrighted works in the English language would be the extremely 
low existing tariff rates of 5 percent and 10 percent. 

In the second place, the provisions of H. R. 1 would not improve the 
outlook for a remedy against injury from imports under the escape 
clause. 

Should imports under the low tariff rates increase to the detriment 
of the domestic printing industry as a result of the weakening of the 
manufacturing clause, we would have to rely upon the escape clause 
as a means of defense. The administration of that clause as carried 
out under the Executive veto power has destroyed all confidence in it. 
We therefore find ourselves facing a situation of progressive loss of 
the protection against low-wage imports that has for more than 50 
years supported the development and growth of the printing trades 
in this country. We know how low the wages are in existing and 
potential centers of other countries. Increasing exposure to compe- 
tition from such sources with virtually no tariff protection and with 
no administrative remedy against iniury worthy of the name, leads 
us to register strong disapproval of H. R. 1. 

Unless the bill is drastically modified we will be compelled to oppose 
its passage. 

At this point we wish to introduce into the record a resolution 
adopted by the American Federation of Labor in outright opposition 
to the dismantling of the manufacturing clause and another condemn- 
ing the manner in which the legislation implementing the universal 
copyright convention was passed during the rush period toward the 
end of the last session of Congress. The bill was placed on the Consent 
Calender as being noncontroversial and was passed unnoticed among a 
large number of other bills. The resolution condemns the method 
by which this controversial piece of legislation became law. 

(The material referred to follows:) 


RESOLUTION ADOPTED BY THE AMERICAN FEDERATION OF LABOR AT ITS ANNUAL 
CONVENTION, New York, N. Y., Sepremper 15-23, 1952 


Unitep States Copyrrieut Law 


Resolution No. 189-——By the delegates of the International Typographical Union: Interna- 
tional Stereotypers and Electrotypers’ Union of North America; International Photo- 
engravers’ Union of North America; International Brotherhood of Bookbinders; Inter- 
national Printing Pressmen’s and Assistants’ Union of North America 


Whereas delegates of the United States to the Universal Copyright Convention, 
held in Geneva, Switzerland, in August 1952, signed the convention at its con- 
clusion, notwithstanding the inclusion of an article which would nullify the 
manufacturing clause of the United States copyright law so far as works pub- 
lished in the English language by foreign authors are concerned; and 
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Whereas the Library of Congress had sought previous legislative support for 
this action by introduction of H. R. 4059 into the House of Representatives but 
failed to gain the support of the House Judiciary Committee which defeated the 
bill by a heavy vote; and 

Whereas H. R. 4059 was opposed in a public hearing by the printing trades 
unions of the American Federation of Labor in conformity with the support 
extended to them by two annual conventions of the federation in 1950 and 1951 
through two resolutions unanimously adopted, both affirming opposition to the 
UNESCO proposal and declaring against abolition of the manufacturing clause 
whether through UNESCO or by diplomatic or legislative means ; and 

Whereas Resolution 108, one of the resolutions adopted by the San Francisco 
Convention, cited above, declared its firm opposition to the objectionable H. R. 
4059, previously mentioned, which was designed to obtain prior congressional 
approval of article III of the Universal Copyright Convention which would 
seriously weaken the manufacturing clause ; and 

Whereas this bill was defeated in committee thus attesting also the opposi- 
tion of Congress rather than its concurrence before the delegates met in Geneva, 
notwithstanding which clearly affirmed legislative opposition the United States 
delegates signed the Universal Copyright Convention which contains provisions 
of H. R. 4059: Therefore, be it 

Resolved, That the American Federation of Labor reaffirms its opposition to 
the elimination or serious weakening of the manufacturing clause of the United 
States copyright law and in order to render this opposition effective will oppose 
ratification of the Universal Copyright Convention by the Senate unless and 
until the offending article is removed from the provisions of the Convention. 

Referred to committee on resolutions. 

Your committee recommends that this resolution be adopted. (To the AFL.) 

* * * On motion of Committee Secretary Soderstrom, the report of the com- 
mittee was adopted. (By the AFL.) 


RESOLUTION ADOPTED BY THE AMERICAN FEDERATION OF LABOR AT ITS ANNUAL 
CONVENTION, Los ANGELES, CALIF., SEPTEMBER 20 TO 27, 1954 


PROTESTING HOUSE OF REPRESENTATIVES PROCEDURE 


Resolution No. 139—By Delegates Woodruff penne Ernest N. Hathaway, Wallace C. 


ay Lewis M. Herrmann, J. Arthur Moriarty, Fred H. Brigham, International Typo- 
aphical Union; Thomas E. Dunwody, George L. Googe, Walter J. Turner, T. Q. Me- 
ollem, Donald P. McCaughan, Clarence G. Smith, International Printing Pressmen’s 

and Assistants’ Union of North America; Robert E. Haskin, Joseph Denny, Bette Bell 

Hogan, International Brotherhood of Bookbinders ; Leo J. peaches. International Stereo- 

Te and eee. Union of North America; Matthew Woll, Henry F. Schmal, 

Ifred T. Connell, International Photoengravers Union of North America 

Whereas for more than 40 years the Federal law has required books enjoying 
protection of our copyright laws to be printed in the United States; and 

Whereas in the closing days of the 83d Congress, the House Judiciary Com- 
mittee favorably reported out H. R. 6616 and 6670 and the Rules Committee 
placed them on the Consent Calendar ; and 

Whereas only noncontroversial bills should appear on the Consent Calendar ; 
and 

Whereas the International Allied Printing Trades Association did vigorously 
protest the adoption of H. R. 6616 and 6670 in defense of the printing trades 
of the United States ; and 

Whereas the passage of these bills and the immediate signing into law thereof 
will end the requirement that works of foreign authors must be manufactured in 
the United States to have protection of United States copyright laws: Therefore 
be it 

Resolved, That the tactics of the administration in approving and sliding 
through the House (without a vote of the Members) these bills which are plainly 
or to the welfare of the 300,000 workers of the printing trades; and be it 
urther 

Resolved, That the International Allied Printing Trades Association hereby 
protest such procedure which it believes is most unfair to the printing trades 
workers; and be it further 

Resolved, That this resolution be offered by the five international unions mak- 
ing up this association to the American Federation of Labor for adoption in line 
with the many previous actions of the A. F. of L. supportng the position of the 
printing trades unions on the copyright law. 

Referred to committee on resolutions. 
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Your committee recommends that this resolution be approved. 
On motion of Committee Secretary Soderstrom, the recommendation of the 
committee was unanimously adopted. 


The Cuarmman. Without objection, the statement of Mr. Edmund 
J.FI (The ate will appear in the record at this point. 
e statement referred to follows :) 


STATEMENT OF EpMUND J. FLYNN ON BEHALF OF 
PRINTING INDUSTRY OF AMERICA, INC. 


I am appearing here today on behalf of Printing Industry of America, Inc., the 
national trade association of commercial printers and lithographers. The indus- 
try for which I am speaking embraces all types of commercial printing and 
lithographing including forms, books, magazines, catalogs, advertising materials, 
and almost every kind of publication with the exception of daily newspapers, 
which operate their own printing plants. According to the most recent census 
of manufacturers, the commercial printing and lithographing industry is one of 
the major industries in the United States ‘employing 715,450 persons and pro- 
ducng $4,400 million worth of products annually. The industry is essentially 
one of small-business men, there being according to the census 28,986 printing 
establishments, 

Printing Industry of America, Inc., is concerned about H. R. 1 for two reasons. 
One relates to the manufacturing clause of our copyright law. The second 
relates to the low existing tariff rates on printed products. 


COPYRIGHT LAW 


The main source of protection of the United States printing and lithographing 
industry against competition from low-cost book imports is the manufacturing 
clause of our copyright law. This clause originally provided that for a book 
printed in the English language to be copyrighted in the United States it must 
be manufactured in this country. As a result of legislation passed during the 
last session of Congress the protective effectiveness of the manufacturing clause 
was substantially reduced. The legislation to which I refer was passed to 
implement the Universal Copyright Convention and it provided that if a work 
was written in a foreign country in the English language by a foreign author 
the work could gain copyright protection in the United States without being 
manufactured here. This means that only works produced by American authors 
or aliens residing here written in English must still be manufactured in the 
United States if the work is to enjoy copyright protection in the United States. 

Because of the broad discretionary powers proposed for the executive depart- 
ment in H. R. 1 we are apprehensive lest the remaining protection afforded the 
United States book industry by the copyright law may be taken away. While 
it is true that the discretionary language of H. R. 1 does not specifically mention 
the copyright law, developments during the past years would indicate a tendency 
to bring our own copyright law completely into line with the objectives of the 
Universal Copyright Convention. The low tariff-free trade philosophy inherent 
in H. R. 1 might encourage this move. Were the remaining protection removed 
from the United States copyright law, books printed in foreign countries would 
enjoy full United States copyright protection, or a monopoly of the market, 
subject only to the low tariffs now in effect. Accordingly we urge that steps 
be taken to make it clear that H. R. 1 prohibits further emasculation of the 
manufacturing clause of the copyright law. 


LOW TARIFFS 


As indicated above, the tariffs on printed products are already low. Under 
the trade agreements program these rates have been reduced to from 5 to 10 
percent ad valorem. These low tariff rates afford just a minimum of protec- 
tion. This protection may be just enough to keep the present United States 
market from being swamped with foreign imports. 

Labor costs in the commercial printing and lithographing industry constitute 
slightly more than one-third of every sales dollar. This means that low wage 
rates give foreign countries a great competitive advantage. According to the 
Division of Foreign Labor Conditions, Bureau of Labor Statistics, United 
States Department of Labor, average hourly earnings in the printing industries 
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of some foreign countries are as follows: Japan, 23 cents; Belgium, 52 cents; 
Netherlands, 38 cents; Italy, 37 cents; France, 34 cents. These average hourly 
rates compare with $2.29 in the United States. (Source: Bureau of Labor Statis- 
tics, United States Department of Labor.) 

It is obvious therefore that low-wage countries pose potential threats to 
United States. With the 5- and 10-percent tariffs in effect, already many 
catalogs and pamphlets formerly produced in the United States are being 
manufactured abroad. A further reduction in tariffs would quite likely promote 
additional foreign imports. This competition would be a serious threat to an 
industry whose profit margin has already been squeezed to an alltime low. 
Accordingly, we respectfully submit that H. R. 1 be amended to make hardship 
findings of the Tariff Commission binding upon the executive department. In 
this way we feel sure that the commercial printing and lithographing industry 
can be protected against damaging foreign competition which may result from 
a lowering of the tariffs. 


The Cuarmman. Are there any other witnesses to be heard ? 

As I announced at the beginning of the hearing, interested persons 
may file three copies of their written statements for inclusion in the 
printed hearings up to 5 days after the close of the hearings. This 
means that the statements should be in the hands of the clerk by 
noon this Saturday, February 12. 

The hearings are now closed, and the committee will adjourn and 
ineet in executive session at 10 o’clock tomorrow morning. 

(The following miscellaneous material was submitted for the 
record :) 


STATEMENT SUBMITTED BY AMERICAN FEDERATION OF LABOR CONCERNING 
EXTENSION OF THE RECIPROCAL TRADE AGEEEMENTS ACT 


This statement is directed toward the question of United States trade policy 
and the- action that should be taken at the present time regarding the renewal 
of the Reciprocal Trade Agreements Act. This issue has had a long and con- 
troversial career in the annals of American history. It is perhaps no exaggera- 
tion to say that over the years tariff legislation has brought forth more oratory, 
more bitterness, and more partisan strife than any other issue in our history. 

Down through history the arguments for and against tariff legislation have 
emphasized different aspects of this problem. In the early days of the Republic, 
the tariff was considered necessary as a means for raising revenue and as a 
necessary protection for newly developing American industries. More recently, 
the foreign policy aspects of tariff and trade policy have been emphasized and 
the close relation between imports and exports has been stressed. 

Today, the dominant issue in trade and tariff policy must be its effect on 
our national security. The basic question to be asked is this: 

What trade and tariff policy by the United States will best protect the country’s 
national security and does most to assure effective action to protect the free 
world against Communist aggression? 

The United States is now engaged in a life-and-death struggle with the forces 
of Soviet communism. In this fight, most of the free world has taken its stand 
alongside the United States. America’s objective in the postwar world has 
been to build and strengthen this alliance, both in a military and economic 
sense, so that the aggressive forces of communism can be checked. 

A country economically weak, even if it has the will to fight, cannot prove a 
strong ally. It has been the aim of America’s economic assistance programs 
to help those countries who wanted help so that they could become stronger 
working partners of the free world. 

Ever since 1945, America has done much to help restore the war-damaged world 
and to help the free nations of the world rebuild their shattered economies. The 
loan to Great Britain, the Marshall plan, special aid to Greece and Turkey, 
point 4, and a host of other actions testify to America’s foreign economic pro- 
gram. The cost in money has been high, but the American taxpayer has willingly 
paid his share because he has recognized that in America’s own self-interest the 
Nation must help develop and strengthen the economies of the free world. 

These programs have borne fruit. In Europe, particularly, the economies of 
most of the countries are now firmly established. Production is higher, income 
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greater, and the general economy far healthier than they have been in many years. 

While their domestic economies are stronger, most of these nations still face 
very difficult problems, particularly in developing an expanding but balanced 
system of international trade. There still remain throughout the free world 
a myraid of tariff duties, import quotas, and other restrictions which prevent 
each particular country from making its maximum contribution to the strength 
of the free world. 

Almost all of these countries today face what is called a dollar shortage. That 
is, they regularly buy from the United States more goods and services than the 
United States buys from them. This creates the well-known dollar gap. Over 
the past few years some progress has been made towards closing the dollar gap 
as other countries have strengthened their economies. However, the gap today is 
still quite substantial. 

America has already done much to make this problem a more manageable 
one. Under the reciprocal trade agreements program, tariff reductions have 
been negotiated in return for similar concessions by other countries. The aim 
of American policy has been to remove restrictions to trade gradually and thus 
help to-breathe more energy into the economies abroad. 

Despite much progress, much remains to be done. The dollar gap is still a 
serious problem. Tariffs on many American items are as low as existing legis- 
lation will permit. Countries abroad appear frustrated in their own negotiations 
for removal of trade restrictions. Prompt effective action by the United States 
will help break this logjam and make it possible for other nations to join this 
country in reducing unnecessary barriers to trade. 

To meet this problem, the President proposed a comprehensive foreign eco- 
nomic policy program in his special message of January 10. Only one part of this 
program, dealing with trade and tariff policy, is the subject of these hearings. 

The President has asked that the Reciprocal Trade Agreements Act be ex- 
tended until June 1958 and that Congress grant additional authority under this 
law to take the following action to reduce tariffs that now apply on goods entering 
the United States. 

“1. Reduction, through multilateral and reciprocal negotiations, of tariff rates 
on selected commodities by not more than 5 percent per year for 3 years; 

2. Reduction, through multilateral and reciprocal negotiations, of any tariff 
rates in excess of 50 percent to that level over a 3-year period ; and 

3. Reduction, by not more than one-half over a 3-year period, of tariff rates in 
effect on January 1, 1945, on articles which are not now being imported or which 
are being imported only in negligible quantities.” 

The appropriate legislation to carry out these recommendations, H. R. 1, has 
been introduced by the chairman of the committee, Representative Cooper. 

The American Federation of Labor has supported the reciprocal trade agree- 
ments program from its inception. We have favored an expanding international 
trade as one way of strengthening the economies of both the United States and 
the free world. 

We are mindful of the fact that a significant number of American workers 
are employed in industries facing foreign competition. We are definitely con- 
cerned lest the trade-agreements program operate to deprive these workers of 
employment opportunities at their present trade or occupation. 

At the same time, we are equally mindful that many American workers are 


dependent for their employment on American exports or on the handling, trans- . 


portation, or storage of imports. In 1952, the Bureau of Labor Statistics esti- 
mated that the employment of 4,376,000 American workers depended on foreign 
trade. In other words, these are the workers whose employment depends on 
the ability of other countries to continue to buy American products. 

Because of very deep-seated convictions held by individuals on the opposite 
sides of this issue, it is particularly important to make clear the position of the 
American Federation of Labor. Over the years, we have carefully examined 
the arguments in behalf of both free trade and protection. 

We do not believe that our position can be labeled as simply free trade or 
protectionist. For example, we doubt very much that the United States is in a 
position today or in the foreseeable future to suspend all import duties and thus 
operate under conditions of free trade. While this might theoretically be de- 
sirable and possible, as a practical matter it would cause widespread dislocation 
of American industry and loss of employment to American workers. 

We think too that some advocates of free trade make extravagant claims in 
their arguments. BPlimination of trade barriers is not a panacea or cure-all for 
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world peace. Even if this country were to operate on a free-trade basis, funda- 
mental and deep-roted international economic problems would still plague the 
world. 

While we recognize certain practical limits to the reduction of trade barriers, 
this is not to say that tariffs must be frozen at their current level or that there 
is no room for further tariff reductions. In countless cases, tariffs can be 
reduced on items for which there is little or no competition from American 
industry. In other cases, a gradual tariff reduction could bring increased im- 
ports without causing significant dislocations or loss of employment. 

The protectionist argument also tends to overstate its case. In some in- 
stances, the tariff is blamed for conditions it could not have caused or for com- 
petition that would exist even if the import duty were doubled. 

The American Federation of Labor does not endorse either the extreme po- 
sition of free trade or the extreme position of protection. We believe that trade 
policy can prove a useful tool for reducing the dollar gap, for persauding other 
countries to lift their trade restrictions, and in general for strengthening the 
economic basis of the free world. We believe that to achieve these objectives, 
this country should continue its policy of negotiating tariff adjustments, to use 
the President’s phrase, “on a gradual, selective, and reciprocal basis.” The 
importance of the terms “gradual” and “selective” must be emphasized. 

We have one additional reason for urging this point of view. Although this 
was not mentioned in the President’s message, we believe it is a particularly 
cogent argument at this time. 

There has been considerable discussion in Congress regarding the problem of 
trade between the East and the West. In general, under the Battle Act the 
United States has worked to prevent the Soviet Union, Red China, and the 
satellite countries from obtaining any products or commodities from the free 
world which might aid them in time of war. Within the past year, however, there 
has been considerable pressure from a number of our allies to relax some of 
these restrictions. These allies feel it would be to their advantage to exchange 
certain categories of goods with countries behind the [ron Curtain. In re- 
sponse to this pressure, the United States government within the past year has 
redefined certain types of goods as no longer “strategic” so that they could be 
traded across the Tron Curtain. 

We believe that this decision was a mistake. Although there are many items 
still on the forbidden list, the new relaxation does permit certain types of goods 
to be shipped behind the Iron Curtain which would be of real value in wartime. 

The American Federation of Labor believes that the United States and its 
allies should stand firm against the shipment of military or war-supporting goods 
behind the Iron Curtain. We are glad to note indications that this country is 
reconsidering its action in relaxing the list of “strategic” goods. We must 
recognize, however, that several of our allies have special problems which put 
them under considerable pressure to encourage East-West trade. It may be 
that their economy complements that of an Iron Curtain country or they might 
have had a prewar history of extensive trade with a country that is now behind 
the Iron Curtain. Certainly, this is true of Japan which now inclines strongly 
toward trading with Red China. 

If we are going to be firm with our allies on this issue, we must at the same 
time be willing to do as much as we can to help them solve their particular inter- 
national economic problems. If we do not want them to trade with countries 
behind the Iron Curtain, at the very minimum we should be willing to accept 
more of their goods in the American market. The alternative is some type of 
aid or subsidy which not only would prove far more costly but in the end would 
only become another source of friction between us and our allies. 

We believe that if the adjustments negotiated under this proposed program are, 
to use the President’s words, “gradual, selective, and reciprocal,” they need not 
operate to curtail employment opportunities for American workers. 

We must recognize, however, that it is frequently very difficult to judge the 
impact of any specific tariff reduction until the reduction has actually taken 
place. There is always the danger that the lower tariff will stimulate such a 
heavy increase in imports that large numbers of American workers will be 
threatened with loss of employment. This has happened several times in recent 
years. The present tariff rates on a number of commodities are now at such a 
level that any further reductions would seriously injure employment opportuni- 
ties for American workers. 

For this reason, we are glad to see that the President has not recommended any 
change in the various protective devices that are currently in this legislation. 





en ee ee 


2554 TRADE AGREEMENTS EXTENSION 


Specifically, we refer to the “no injury” rule, the peril-point procedure for setting 
tariff rates, and the escape clause for raising duties which have inflicted serious 


injury on American business and workers. 


The “no injury” rule sets forth the principle that under the Trade Agreements 
Act no tariff reduction or other concessions “shall be permitted to continue in 
effect” when it has led to imports “in such increased quantities either actual or 
relative as to cause or threaten serious injury to the domestic industry producing 


like or directly competitive products.” 


The peril-point provision sets forth a specific procedure to be followed prior 
to negotiation of any trade agreement. The United States Tariff Commission 
is authorized to set peril points on any item subject to negotiation below which, 
in their opinion, a lower rate would mean serious injury to domestic producers. 
The President is not obligated to observe these peril points in negotiating a trade 
agreement, but if he chooses to go below this level, he must report his reasons 


to Congress. 


The escape clause provides a means whereby anyone adversely affected by 
a tariff reduction can petition for an increased duty. Upon the application of 
domestic producers, the Tariff Commission must hold a public hearing to deter- 
mine whether or not an existing tariff has caused imports of a particular com- 
modity “in such increased quantities, either actual or relative, as to cause or 
threaten serious injury to the domestic industry producing like or directly 
competitive products.” The Commission must make a report on this issue not 


later than nine months after the application is filed. 


If the Tariff Commission finds that “serious injury” has resulted, it can 
recommend changes in the duty or the imposition of quotas. 
tions are forwarded to the President who does not have to accept them, but 
if he does not, he must state his reasons to Congress within 60 days, at the 
same time making public the report of the Tariff Commission. 

We believe that these provisions are necessary parts of our trade agreement 
policy. They help to prevent dislocations in industry and employment that 


can not be foreseen at the time tariffs are negotiated. 


We have become concerned, however, about the operation of the escape-clause 
provision. Under the law a total of 51 cases have been decided. 
36 have been turned down by the Tariff Commission itself, while of the remain- 
ing 15 the President has adopted the recommendations in only 5 cases. 

A particular problem is the extended length of time that is now required 
for processing applications under the escape clause. At the present time, the 
provisions of the law require that the Tariff Commission findings after a public 
hearing have to be made within 9 months after the application is filed. If the 
Commission recommends relief, the President is given an additional 60 days to 


pass upon these recommendations, 


A more effective and prompt way to obtain necessary relief must be found. 
In cases where relief is justified, the present provisions force too great a hard- 
ship on both the workers and employers involved. The net result is needless 
loss of employment for many workers with particular skills which are not 


readily adaptable to other employment. 


If the United States is going to maintain its policy of a gradual and selective 
reduction in tariffs, as we believe it should, this action must be coupled with a 
prompt and effective procedure for giving relief where relief is justified. Unless 
this is done, the resulting hardships and adverse public opinion are likely to force 
an abandonment of the entire reciprocal trade agreements program. 

We suggest therefore that the time required for handling applications under 
the escape clause be shortened. We recommend that the 9-month requirement 
be reduced to 120 days and that the 60-day requirement for the handling of cases 


by the White House be reduced to 30 days. 


This will greatly improve the operations under the present escape clause. 
Because industries will know that their applications will be processed more 
promptly, they are less likely to run to the Tariff Commission if the evidence does 
not justify relief. The net result will be a far more effective method of providing 
relief to those groups who may be suffering serious injury under a particular 


tariff. 
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Morton Picrure Exporr Association, INO., 
Washington, D. C., January 19, 1955. 
Hon. JERE CoopEr, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington 25, D. C. 


My Deak Mr. CHarrMAN: In my capacity as president of the Motion Picture 
Export Association, which comprises the leading distributors of United States 
films overseas, I urge the prompt enactment of President Eisenhower's trade 
program, as embodied in H. R. 1, now before your committee. 

This is not the first time I have presented my views on trade policies to this 
committee. I have long advocated freer international trade. But never before 
was the need more compelling, nor the facts before us more convincing in behalf 
of a broad-seale riciprocal trade program. 

We need the program at this time: First, to strengthen the economic security 
of our country and of the free world; and, second, to provide enlarged and 
expanding markets for ourselves and for the peoples of the free world. 

As a people we have established a national policy of building collective military 
security. We know from tragic experience that military weakness invites Com- 
munist aggression. We know that a policy of pooling our military strength 
deters Communist aggression. This policy entails hardships and sacrifices. But 
we see no alternative if we are to avoid war and maintain peace. 

Just as we need collective military security, so we need collective economic 
security. One is as important as the other. They are interdependent. The 
Communists would like nothing better than to see the free world weak economi- 
cally, so that they could pick us off one by one, turn friend against friend. They 
have, in fact, exploited our economic differences with our allies rather effectively 
the last 2 years. 

Collective economic security means just what it implies. It means that the 
economic resources of the free world should be used to build up our maximum 
strength. We can’t do it by keeping up trade barriers. We can do it only by 
reducing barriers. Trade produces wealth. It provides jobs and a better life. 
It opens up markets for factories and farms. It is the lifeblood that makes 
nations economically sound and healthy. 

The reciprocal trade program is not a panacea for the free world’s economic 
ills. But it is an indispensable element in any system of collective economic 
security. Without it, we shall be tearing down, not building up, our economic 
structure. 

This program must not be advocated just in a shining spirit of altruism or 
idealism. I think it must be advocated because it is a policy of commonsense 
self-interest. It is in our self-interest, and it is in the self-interest of the rest 
of the free world to follow similar measures. The reciprocal trade programs 
have demonstrated their worth, their value, their great boon to the United States 
as well as to our friends and allies all over the world. 

Genuine collective economic security, coupled with collective military security, 
is the best answer to international communism that I know. Today, in the light 
of all the facts, it is our best assurance of maintaining a peaceful and prospering 
world. 

This committee’s impressive record of statesmanship in dealing with America’s 
international economic problems makes me confident that your committee will 
recommend the enactment of H. R. 1. 

Sincerely yours, 


Eric JOHNSTON. 


STATEMENT SupporTING TRADE AGREEMENTS EXTENSION Britt (H. R.1) Susmirrep 
BY 8. D. BECHTEL, PRESIDENT, BECHTEL Corp. 


Mr. Chairman and members of the Ways and Means Committee of the House 
of Representatives, my name is S. D. Bechtel. I am president of Bechtel Corp.. 
engineers-constructors, with headquarters in San Francisco. 

The Trade Agreements Extension Act of 1955 (H. R. 1) should in my opinion 
be enacted into law. I believe the passage of such an act would be an encour- 
agement to business and enterprise both in the United States and abroad and 
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would stimulate international trade and foreign private investment. It would 
also emphasize in a convincing manner that the United States is able and willing 
to provide economic leadership to the free nations. 

For many years the organizations with which I am associated have been active 
in various parts of the world. These activities have included engineering and 
construction projects in the petroleum, mining, power, and transportation fields. 
Large numbers of personnel, both American and foreign, have been employed 
and considerable amounts of materials and equipment have been utilized. These 
projects have developed natural resources and have improved living standards 
in the countries where located, and have made available raw materials and sup- 
plies for our own use as well as that of others. Our American skills and know- 
how have contributed to the healthy course of international relations. 

From my own observation and from many contacts and exchanges of views at 
home and abroad, I realize that such developments rest basically upon a liberal 
flow of trade. It is the interplay of goods and services which establishes the 
groundwork for capital investment and productive growth. We who believe 
in free enterprise must recognize that the exchange of products between our 
country and others is essential to the operation of the system. 

During the last four decades this country has changed its role from that 
of debtor to that of international creditor. Today the United States is the 
world’s principal trading nation. For a decade and a half we have supplied 
vest quantities of raw materials and finished products to our allies and friends, 
financed largely by means of loans and grants. Such a condition is unsound and 
the recipient countries themselves are desirous of paying their own way and 
standing on their own feet. In order to earn dollars they must trade with us. 
If we Americans wish to maintain and expand international markets for our 
products we must purchase foreign goods and services in fair and reasonable 
amounts. 

Viewed strictly from the standpoint of domestic interests, the stimulation of 
exports through the creation of dollar earnings in the hands of foreigners plays 
an important economic role. It is well known that as to many industries and 
many companies the “export fraction” supports the profit margin and the 
stability of operations. The result is favorable to labor, business, and 
investment. 

Effects on foreign countries of large and expanding trade volume are equally 
important. For instance, the reestablishment of convertibility of foreign cur- 
rencies, with all its benefits, is obviously dependent upon the ability of the 
countries in question to establish national earning power and build up their 
currency reserves. 

Politically the implications are as great as if not greater than those in the 
economic field. The struggle with communism has its material as well as its 
ideological aspects. Our friends abroad are opposed to communism just as we 
are. However, they much earn their bread and in many cases that means find- 
ing markets for their products. If we do not encourage them to look in our 
direction there will be inevitable tendencies to develop relations with the Com- 
munist countries. International trade and commerce are foundation stones for 
peace and prosperity. 

Fortunately the great changes which have occurred in the world and these 
present-day necessities have been recognized by our legislators during recent 
years. The reciprocal trade agreements which have been negotiated from time 
to time have indicated to our friends that, regardless of internal politics, our 
Government has a consistent long-range tariff and trade policy. The enactment 
of the Trade Agreements Extension Act of 1955 will confirm this. There is 
no question raised here of a radical move toward “free trade” but rather a 
reaffirmation of present procedures which have worked well. 

The proposed act is designed to strengthen the hands of our negotiators in 
their dealings with foreign countries and will encourage representatives of such 
countries to make just and equitable concessions in return for those received 
from the United States. For it is essential to the legislation and to its proper 
application that there be mutuality. It is the duty of our responsible officials 
to insist on fair terms and the principle of give and take. 

Furthermore, each American industry affected by trade negotiations should 
have an opportunity to present its own case. The terms of the legislation which 
provide for hearings and for protection of American industries against abuses 
from abroad, and the restrictions which guard against a too far reaching lower- 
ing of tariffs, are basic and indispensable. Also, capable and efficient domestic 
producers should be able to apply for and be heard regarding possible increases 
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to offset discriminatory advantages enjoyed by foreign competitors. In sup- 
porting the proposed act I do so with the conviction that the Congress and the 
administration will carefully observe those safeguards. 

At this moment the free world looks to the United States. It recognizes our 
position and power and it desires to raise living standards generally toward the 
levels which our people enjoy. To sum up, I believe the trade agreements pro- 
gram will give reassurance as to the firmness and permanence of American trade 
policies, and will fortify the opponents of creeping socialism and communism 
by furnishing evidence of constructive and enlightened American leadership. 


Fut. Text OF THE WRITTEN STATEMENT BY J. D. ZELLERBACH, PRESIDENT OF CROWN 
ZELLERBACH CorP. 


Mr. Chairman, members of the Ways and Means Committee of the House of 
Representatives, my name is J. D. Zellerbach. I am president of Crown Zeller- 
bach Corp., one of the largest companies in the paper and pulp industry. Our 
headquarters are in San Francisco. We operate both in the United States and 
Canada, with sales markets primarily in the United States and a small volume 
of exports to some 30 foreign countries. 

I have been concerned with foreign trade matters for some time—as United 
States employer delegate and Vice Chairman of the governing body of the Inter- 
national Labor Organization (1945-48) ; Chief, Economic Cooperation Adminis- 
tration svecial mission to Italy (1948-50) ; and alternate United States delegate 
to the Bighth General Assembly of the United Nations (1953). I am also a 
member of the board of directors of the Committee for a National Trade Policy. 

I hope that my experiences, especially in connection with foreign economic 
matters, may enable me to make some contribution to the work of the committee. 
Accordingly, I have prepared this statement expressing my views on H. R. 1 
(Trade Agreements Extension Act of 1955). 

I respectfully urge the adoption of the Trade Agreements Extension Act of 
1955—to energize the free world’s economic strength in the struggle against Com- 
munist imperialism—and to invigorate our own economic development. 


OUR FOREIGN POLICY STAKE IN WORLD TRADE 


It seems to me that a more liberal foreign trade policy is required by our 
foreign policy. The American people have invested much blood and treasure in 
forging a free world alliance against Communist imperialism. We have assumed 
the political leadership of the free world because our people know that our own 
national security depends upon strong allies. We have exercised economic leader- 
ship, as in the Marshall plan, because our people recognize that other countries 
must be economically strong if they are to contribute to the common defense 
against communism. 

But, the tremendous economic resources of the free world have not yet been 
fully mobilized. Economic development is fettered by a jungle of trade restric- 
tions which disrupt and weaken, rather than solidify and strengthen, the free- 
world alliance. Our own tariff barriers are an important part of these restric- 
tions. Our present tariff barriers are hampering the economic development of 
our allies by denying them a fair chance to produce and sell in the vast Ameri- 
can market. Yet, such economic development is vital if our partners abroad are 
to support the military defenses needed to deter Communist aggression. Such 
economic development is vital if our partners abroad are to achieve the economic 
and political stability needed to forestall internal Communist subversion. By 
hindering such economic development, our present tariff barriers contravene our 
own foreign policy. 

I have seen our trade restrictions undercut our foreign policy innumerable 
times while representing the United States abroad. I supervised the spending of 
about a billion dollars of the American taxpayers’ money in Italy to stimulate 
production and foreign trade so that the Italians could earn their way in the 
world. But, to my regret, I have seen us turn around and prevent the Italians 
from selling us some of the products we had urged them to make and export to 
us so they could earn the dollars to buy needed American products from us. 

In 1952, for example, the United States increased the duty on Italian almonds 
and thereby cut such imports by more than half. To make matters worse, the 
United States had subsidized the “dumping” of American almonds in traditional 
Italian export outlets in Switzerland, The Netherlands and elsewhere. Our 
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shortsighted actions dismayed our friends in Italy and gave the Communists a 
propaganda field day, The Communists charged that the United States was two 
faced about free trade—that we forced American goods on Italy but wouldn’t 
admit Italian goods in turn, because we were converting Italy into an economic 
vassal of the United States; that we unfairly stole other Italian markets and 
pressured Italy not to trade with the Soviet Union. To drive home the point, 
the Soviet Union stepped up its purchases of Italian almonds. How can such 
Communist propaganda fail to be effective when we provide such excellent am- 
munition? Do we as a people really believe that American almond growers 
derived sufficient gain to offset our political losses in Italy? I doubt it. 

There are countless other illustrations of the importance of squaring our trade 
policy with our foreign policy. We have been striving to build up Japan as a 
bastion of United States and free-world defense in Asia. But we have done 
little to solve the desperate Japanese economic situation. Japan must sustain 
85 million people in an area smaller than California. As an island economy, 
Japan must trade to live. We don’t want the Japanese to trade with Com- 
munist China for strategic reasons, but we resist reducing our own trade barriers 
which hinder Japan from competing in the world’s greatest market. 

This, in my judgment, is a deadly serious issue. We must open our markets to 
Japan or accept the risk that the greatest industrial nation in Asia will slip into 
the Communist orbit—either by the stark necessity of trading with somebody, 
or by growing economic distress leading to internal Communist subversion. Do 
we really believe that the relatively slight effect of increased Japanese imports 
on American business is more important than an economically healthy Japan 
able to strengthen our military and other defenses against the rampant spread 
of communism in Asia? I doubt it. 

In these and similar cases, the program of moderate, gradual and recirocal 
tariff reductions recommended by the President would strengthen and solidify 
the free world. Our initiative would provide new impetus toward liberating the 
free world from crippling economic restrictions. It would demonstrate our de- 
termination to lead the free world forward to widening markets and exnanding 
production, rather than permit it to lapse into intensified economic nationalism 
and political division as Soviet leaders have hopefully predicted. All this under- 
scores the fact that we have a vital foreign policy stake in liberalizing world 
trade. 

OUR DOMESTIC STAKE IN WORLD TRADE 


The President’s program for liberalizing world trade would also strengthen the 
American economy—by improving our overall economic efficiency and by raising 
our living standards. An increased and freer flow of trade among the free 
nations would promote the most economical use of our own resources—as well 
as those of our partners abroad. It wou!ld enable the United States to concen- 
trate on producing the products we can make most efficiently, and to exchange 
a part of our efficient production for the things we need which other people can 
make most efficiently. It is just commonsense for us to trade typewriters or 
refrigerators for coffee or bananas, rather than try to produce the latter our- 
selves at exorbitant costs. Furthermore, importing goods at cheaper prices 
than they would cost if produced at home makes the American consumer’s dollar 
go further and thus raises our standard of living. 

Our unparalleled living standard results in no small measure from our practice 
of specialization and trade within our own borders. By applying the same prac- 
tice internationally, we can invigorate and further strengthen our own economy. 

I have seen this happen in my own industry. The American paper industry was 
once sheltered by duties on foreign newsprint. After newsprint went on the free 
list in 1918, American producers eventually met intense foreign competition and 
most newsprint production finally migrated to Canada. Some of the less efficient 
American producers were forced out of business—but the probability is that such 
inefficient producers would have been forced out of business sooner or later by 
more efficient American competitors, such as those now producing newsprint in 
the Southern and Northwestern States. More adaptable American newsprint 
producers switched to higher grades of paper and maintained or even increased 
their earnings by making more efficient use of their facilities. It was a rugged 
period of adjustment, but the industry emerged stronger and more vigorous than 
it had been earlier. The net result was that the stimulus of foreign competition 
forced American paper manufacturers to improve and diversify their products— 
to the benefit both of the industry and of our whole economy. 
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I daresay that even now we could drive the Canadian producers out of the 
American newsprint market by reimposing a sufficiently high tariff. What would 
we accomplish? We would wreck Canada’s largest dollar-earning industry. 
This, in turn, would force Canada, our largest export customer, to curtail its pur- 
chases of American goods. As a result, many American industries would be 
forced to curtail production—lay off employees, increase prices, etc. Also, 
higher-cost American newsprint would increase the price of newspapers. In the 
final analysis, the American paper manufacturers would suffer along with every- 
one else in a contracting economic situation because we sell paper to everyone— 
including the export industry. 

Increased imports are bound to hurst some American businesses. But the lack 
of increased imports hurts other American businesses—for we cannot continue 
to export some $17 billion annually in commercial goods and services unless for- 
eign customers are able to pay for them by selling their goods to us. On balance, 
it seems to me that the real economic cost of adjusting our economy to increased 
imports would be materially less than the cost of continuing tariff protection at 
present levels. Competitive adjustments are being made in our domestic economy 
every day, and we have learned that some hardships are unavoidable if we are 
to maintain the dynamism of free enterprise which increases productivity and 
living standards. Wecannot have our cake and eat it—internationally any more 
than we can nationally. 

It seems to me that the President’s program enables us to move toward the 
goal of increased world trade in a moderate and gradual manner with the abso- 
lute minimum of competitive adjustment. In fact, the retention of peril-point 
and escape-clause provisions impresses me as Overgenerous to domestic produc- 
ers. Personally, I do not believe that tariff reductions should be precluded merely 
because of a single test of caused or threatened serious injury to particular pri- 
vate interests. I believe that the reduction of trade restrictions should be based— 
at all times—on an assessment of the total national interest. 

In summary, I believe that the total national interest would be advanced by 
approval of H. R. 1—the Trade Agreements Extension Act of 1955. I think our 
national interest would be served in two principal ways: (1) by strengthening 
and solidifying the free world in the common struggle against communism; and 
(2) by invigorating and strengthening our own economy. I am convinced that 


the need for tariff liberalization is too acute—that the stakes of world leadership 
are too high—and that the time is too late—for failure to adopt the President’s 
program. 


STATEMENT BY Mr. Wri1tam S. PALEY, CHAIRMAN OF THE Boarp, CoLUMBIA 
BROADCASTING System, INc. 


It is my firm and abiding belief that the economic and security needs of the 
United States and of the rest of the free world require that further progress be 
made in the reduction of tariffs and other artificial restraints to the flow of 
mutually beneficial trade. It is for this reason that I should like to submit a 
statement in support of H. R. 1. 

In 1951 and 1952 I had the honor of being the Chairman of the President’s 
Materials Policy Commission. This Commission made a detailed and exhaustive 
study of the raw-materials position of the United States and its findings are 
contained in a five volume report entitled “Resources for Freedom.” 

No study of the United States’ raw-materials position could avoid recognizing 
the enormous influence of foreign trade policy on our raw-materials position, 
and I am citing below some of the Commission’s findings in this crucial area. 
The 3 years that have passed since these findings were made have served to 
reaffirm our original conclusions, and in fact, to heighten the urgency of this 
problem. 

The Commission findings, in part, are as follows: 

“Tariffs and other barriers to international trade in materials are adding to 
the free world’s materials problems. They not only increase the difficulty of 
obtaining needed supplies from abroad, but discourage producers in exporting 
countries from making the expansion in output which rising world consumption 
will require. Moreover, by interfering with market pressures of supply and 
demand, they prevent normal development of the tendency to move toward 
lowest cost sources of materials—a movement which, as the Commission has 
pointed out, is essential in promoting the most rapid economic growth of both 
the United States and the less developed countries. 
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“As the world’s largest single importer and exporter of many materials and 
products, the United States is in a particularly effective position to lead in the 
removal of barriers and to stimulate the flow of raw materials. The United 
States can— 

Remove restrictions on the entry into this country of materials from 
abroad. 
oe 7 * * * 


Join with other producing and consuming nations in international actions 
to reduce such impediments to trade as tariffs, export and import quotas, 
currency restrictions, and cartel agreements. 

“With its tariffs and with excise taxes levied against imports alone, the United 
States sets up direct barriers against an important part of its materials supply. 
These duties operate in a number of harmful ways: they increase costs to con- 
sumers, tend to limit the inflow of materials and hence impede development 
abroad, and discriminate particularly against processed as compared with raw 
or crude materials.” 

On December 13, 1954, I was honored by the National Planning Association 
with its gold-medal award, in recognition of the achievements of the President’s 
Materials Policy Commission. On’ that occasion I addressed the National Plan- 
ning Association on the broader question of our foreign-trade policy and our 
raw-materials position. The views that I expressed then explain why I urge 
upon the Committee on Ways and Means and the Congress of the United States, 
the enactment of H. R. 1 into law. I am quoting below excerpts from my speech 
of December 13, 1954. 

“T think the fact must be faced that during the next 25 years, our consumption 
of all materials is due for another tremendous rise. The total output of our 
economy has been doubling every 25 years for a long, long time, regardless of 
shorter-lived booms and depressions, and there seems little reason to suspect 
that it will not double again in the next quarter-century ending in 1975. 

“That would put the value of our total output at 566 billion of 1950’s dollars. 
That’s where our report put it. But now I think there is more reason to suspect 
that the rise will be even greater. If we were writing our report today instead 
of in 1952, in the light of revised assumptions—larger population and greater 
rate of increase in productivity-—-we might reasonably have projected that the 
gross output reached in 1975 might not be $566 billions at all, but instead a 
whopping $700 billions. The mere difference between this higher and lower 
figure is $134 billion—which happens to be more than the total gross output of 
the United States in 1935 measured in the same dollars. 

“Fortunately even a mere doubling of the total output does not call for a 
doub'ing of materials consumption, thanks again to technology, but it still calls 
for an awful lot of materials; perhaps 60 percent more. And it is important for 
us to realize that even now we are a raw materials deficit nation—however much 
it may pain some Members of Congress to face this statistical fact: We now 
consume 10 percent more raw materials than we produce, whereas in 1900 we 
produced 15 percent more than we consumed. In recognition of this and other 
facts, our Commission emphasized the principle that we should acquire our raw 
materia!s wherever, in the free world, we could get the best value at the least 
cost—whenever this was consistent with the security of the United States. 
Now this was not suggesting that we as a nation do anything more radical than 
what a good housewife does when she goes shopping—but even so, it roused the 
ire of a few extremely nationalistic self-sufficiency minded people who somehow 
think, or say they think, that it is better, and more patriotic, to subsidize high- 
cost inefficiency at home than it is to exchange dollars for goods among our de- 
pendable friends and allies—thus giving our own consumers the benefit of the 
savin’s, and our friends and allies the benefit of the dollars with which they can 
buy our goods. 

“T sometimes wonder how in the world we get along as well as we do. Along 
with the most progressive technology in the world—bold, resourceful, forward- 
lookin, and magnificently inventive—yve still cling to ideas in the realm of 
political economy for which the kindest name is medieval. Among these medieval 
ideas is that idea that we should continue to demand more gold in exchange for 
our goods, when what we really need is more chrome, and tin, and manganese. 
We have manv surpluses of our own that the rest of the free world needs in 
exchange to fill our needs—and we must achieve this freer and freer trade, for 
the equal good of our friends and ourselves. 
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“Here is where our international responsibilities enter. For the inescapable 
fact remains that, for all our technology, we are going to be forced to import 
more and more of the materials of our industrial civilization in the future. But 
please consider this: As I have said already, today we import a net 10 percent 
of our material needs. But even if 20 years from now, we raised our proportion 
of imported materials to 25 percent of the total we should then consume—and 
this would be a very high level, and represent a great change in our world out- 
look—we would still need a vastly greater amount of materials from our own 
domestic resources than we draw today. There are those in this country who 
think that rising imports can only spell dislocation and unemployment for in- 
dustries which formerly supplied, at home, what it is proposed to import. Obvi- 
ously, there would be some dislocations, and if any of them were large enough 
to be importaht, they would have to be helped, just as serious regional economic 
dislocation for other causes should be helped. But we must think of ourselves, 
I repeat, as a nation, and not as a set of districts, mining or otherwise. I am not 
suggesting that because extreme self-sufficiency is economic folly the only other 
answer is extreme dependency on distant and hazardous supplies; we will have 
to keep some uneconomic domestic resources and facilities in being for reasons 
of security alone. The line cannot be drawn neatly in anybody’s after-dinner 
speech, for the problem is complex, and it changes with time and events. But 
those who think of imports only as a threat to domestic investment and employ- 
ment are, I am sure, failing utterly to take into account the enormous potential 
of the American future. The true problem is: How are we to keep up with our 
consumption—and strangling ourselves by denying ourselves cheap and plentiful 
raw materials is most certainly not the answer. 

“The leadership of America, in slowly knocking down the barriers to freer 
and freer trade, is an essential to future peace, happiness, and prosperity. The 
start has been made; it must be continued with all our national vigor. Not only 
should we import on freer and freer terms—we must import; a failure to recog- 
nize this fact can wreck a large portion of the free world economy, including our 
own, If this fact is not faced, mere good will is powerless against a grim future; 
if it is not faced, good judgment about the future cannot be exercised at all.” 

I believe the extension of the trade-agreements program by the enactment of 
H. R. 1 is essential to the national interest. 


STATEMENT SupporTING TRADE AGREEMENTS EXTENSION Brit (H.R. 1) Supmirrep 
BY Mr. Dovetas M. BLackK, PresmpeNt, Doustepay & Co., Ino. 


I am in favor of H. R. 1 because I believe that free competition in inter- 
national trade is good for the United States. It happens to be good for the 
rest of the world too. 

We are firmly committed to the free-enterprise system. It has served this 
country and will continue to serve us well. Competition is the cornerstone 
of that system. The prod of competition makes all business do better than it 
would if we had a series of cosy and protected little markets with nothing to 
fear from our existing competitors, no worry about new competition coming 
in with original ideas and improved products. 

If we believe in the advantages of competition at home, why draw the line 
at foreign competition? Americans have no monopoly on brains, inventiveness, 
and talent. Good ideas can arise anywhere and if a better foreign product 
can enter Our American market, in spite of the tariff, the strangeness of the 
market and all the other difficulties it must face, it will hasten our own progress 
and development. The domestic producer in any case has a great advantage— 
closeness to markets, knowledge of consumer’s needs and tastes, and rapid trans- 
portation, and a whole host of other factors. A foreign product has to be espe- 
cially good to break in here and generally it is not able to hold an advantage 
very long. American producers will come into the field, and with our ability 
at mass production the domestic producer will probably soon be making the 
new product better and cheaper. 

This bill which is proposed here is essentially a modest one. It does not 
affect either the peril point or the escape clause provisions of the present law. 
It authorizes the President to reduce tariffs selectively and on a reciprocal 
basis by not more than 5 percent a year for 3 years. He will be further author- 
ized to reduce those tariffs in excess of 50 percent to 50 percent and to reduce 
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by half duties on those articles which have not been imported or imported 
in negligible quantities. This is no radical departure from previous trade 
policies over the last 20 years—policies which have paid dividends to the United 
States and to the free world in increasing international trade and raising living 
standards. 

Not to enact this bill would instantly be interpreted throughout the world 
as a reversal of United States policy. It would be understood as a conscious 
decision on the part of the United States to return to a world of trade wars 
and unbridled protectionism, a world where every special interest could feel 
entitled to impose its views on governments and expect assistance, regardless 
of the broader national interests or those of the free world. This is not a 
situation to which any of us would want to return, yet defeat of this bill would 
at least create the fear that this was the prospect. 

Five Cabinet officers have endorsed this legislation as essential to our na- 
tional security, our foreign relations, and our own welfare. I myself know of 
no arguments against it which I regard as valid from the standpoint of the 
national interest as a whole; indeed, I strongly suspect that those arguments 
which have been advanced are not even in the long-run interests of those special 
groups putting them forward. 

I cannot speak in any official capacity for the book-publishing industry, but 
I think I can say that the industry has by its actions demonstrated that it 
believes deeply and sincerely in the virtues of competition—both domestic and 
international. There is probably not a more competitive industry in the United 
States than the book-publishing industry—an industry with several score or 
even hundreds of relatively small businesses competing not only among them- 
selves but also with the old and established book-publishing and printing indus- 
tries in Erope, especially in Great Britain. 

Tariffs on books are now very low—5 percent on most books—and I would 
personally be glad to see them eliminated entirely on a reciprocal basis. Tariffs 
on books are generally not very high in other countries either; the significant 
limitation on the American export market for books consists of exchange re- 
strictions and quotas based on them. 

In August of last year the Congress removed a trade barrier on books which 
had been concealed in the United States copyright law for over 60 years. I refer 
to the manufacturing clause which required books-in the English language by 
foreign authors to be printed and bound in the United States in order to secure 
United States copyright. Many years ago this device was placed in our copy- 
right statutes because of the belief that it would force the printing and binding 
of more books in the United States. It was not very useful in this respect but 
it did earn us a great deal of ill will abroad and it endangered our export market 
and the copyright protection of American books abroad. After decades of effort 
by American authors, publishers, and others, this restriction has now been 
removed under the Universal Copyright Convention for any country which will 
give reciprocal treatment to American works. The new convention will work 
to the mutual advantage of all countries which adhere to it. In addition there 
is likely to be a byproduct advantage to the United States. Even before the 
convention has come into effect—the ratification of two more countries is still 
required—some of these advantageous byproducts are beginning to appear. Three 
months after the Congress completed action on the convention last August, Great 
Britain removed all quotas on imports of nonfiction books—a tremendous step 
forward in the freeing of world trade channels of published materials. 

Our export market has grown tremendously since the days immediately prior 
to World War II. It is now at least five larger than it was then. Imports 
have not grown nearly as much and are now less than three times the prewar 
level. I would like to see our Government take the initiative and move to elimi- 
nate exchange and quota restrictions on a reciprocal basis for all types of 
products. We would gain by it and so would the businessmen, the workers, and ° 
the consumers of other countries. 

I repeat that I am glad to support this bill as a step in the direction of restor- 
ing the benefits of competition in international trade. Everyone will gain from 
it and first of all our own country. 
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STATEMENT BY BRAYTON WILBUR, PRESIDENT OF WILnUR-ELLIS Co. AND CONNELL 
Bros. Co., SAN Francisco, CALIF. 


My name is Brayton Wilbur. I am president of the Wilbur-Ellis Co. and 
Connell Bros. Co., Ltd., of San Francisco, with offices principally throughout 
the Far East but in South America and Africa as well. I am a past chairman of 
the Federal Reserve Bank of San Francisco and a past president of the San 
Francisco Chamber of Commerce. 

I wish to urge upon the Committee on Ways and Means that it report favorably 
on H. R. 1, and that the Congress enact this bill into law, expeditiously and 
without anv reduction or compromise in the authority contained in it. Passage 
of H. R. 1 would mark a moderate step forward and would lend continuity to the 
foreign trade policy we have followed for the past 20 years. It contains nothing 
new or revolutionary. The provisions it contains for increased authority to re- 
duce tariffs would empower the President to continue the reciprocal trade agree- 
ments program in a “moderate, gradual, and reciprocal’ way, to use the language 
of President Eisenhower’s message to the Congress of January 10,1955. By enact- 
ing H. R. 1 into law, the United States would be restating its adherence to a 
policy that has in the past and will continue in the future to serve us and our 
free world partners well. 

The increased authority that the President will have as a result of the enact- 
ment of H. R. 1 wil permit him to reduce duties very slightly. Furthermore, 
any reductions would still be subject to the restraints of the peril-point finding 
by the Tariff Commission. There is too, the additional restraint of the escape 
clause. Therefore, the effect of this legislation in reducing tariffs and, expand- 
ing imports would be very slight, and ample protection is granted American 
manufacturers to insure that their welfare is not imperiled. H. R. 1, conse- 
quently, can hardly cause real alarm among those in our economy that now en- 
joy tariff protection. 

The proposals for continued progress contained in H. R. 1 are modest; yet, 
the urgency that attends their enactment is very great. I want to emphasize 
particularly the need to complete enactment without any reduction in the 
authority the bill now contains and without any amendments designed either to 
increase the restraints on the exercise by the President of the authority given 
him or to provide exception for special commodities. If such restrictive actions 
are taken, they may very well tip the balance of the legislation from moderate 
progress to substantial retrogression. 

The urgency of this piece of legislation relates directly to two factors of 
primary importance in international trade policy. One is the need for con- 
tinuity and stability in our foreign trade policy, and the other is the special 
nature of the position of the world economy today and its bearing on our trade 
policy. 

I have become convinced through 35 years experience in international trade, 
that continuity and stability are essential ingredients. Like other forms of 
economic activity, international trade requires planning, investment, time to 
bring investment to fruition, and the expenditure of effort and time to develop 
markets. 

The mechanics of international trade are performed by individual concerns 
which must assay their capital risks and make their decisions within the 
framework of the rules agreed to between our Government and the signatories of 
the various reciprocal trade agreements. As reciprocity is the basis of commer- 
cial diplomacy, it is only by our maintaining a steady and progressive course 
of action that a climate conducive to trade development can exist. Mutual 
confidence in the intentions of trading countries, and in the conditions upon 
which trade is transacted, is one of the essential intangible prerequisites to 
trade and commerce. It is especially necessary in trade between nations, where 
political and military considerations play a vital role, and where an atmosphere 
clouded by suspicion may propel itself into the whole arena of international 
relations, By the same token, any action which increases the degree of trust 
in the area of international trade relations will permeate with increasingly 
healthy results the broad scope of our relations with the rest of the free world. 

It would be disastrous today if we, the strongest political and economic power 
in the world, were to fail to affirm our commitment to an intelligent, stable 
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foreign trade policy. The Congress of the United States, by its decision on H. R. 
1 will, in effect, decide whether $16 billion of American exports and 3 million jobs: 
that depend on export trade will continue to expand or will contract. It will, 
at the same time, decide whether American industry and the American con- 
sumer will be able to avail themselves increasingly of materials and goods pro- 
duced abroad that are essential to the efficiency of our own production and to 
our standards of living. 

In addition to the general cumulative effect in terms of the creation of an 
environment of good will and stability that this bill would provide, the particu- 
lar nature of the world economy today has a special bearing on any action we 
take in this area. The free world has made noteworthy advances on the road 
to economic progress and viability. Europe’s achievements over the past year 
have been particularly heartening. 

The economic strength of the European economy was indicated by its im- 
perviousness to the American recession of 1954. One will recall that the reces- 
sion of 1949 exerted an adverse effect on European countries, leading in Septem- 
ber of that year to financial crises and currency devaluations. These same coun- 
tries had by 1954 grown strong enough to resist the pressures that were exerted 
on their economies by the mild recession in industrial production we experienced 
here. We ourselves have cause to be thankful, as the buoyancy of Burope’s 
economy helped sustain our exports and thus our own production. 

One of the important byproducts of the improvement in Europe’s economy has 
been the gradual but steady progress she has made toward the elimination of 
restrictions on trade and payments. In recent weeks, the 18 member countries 
of the Organization for European Economic Cooperation announced their inten- 
tion to remove quotas and import license requirements from 90 percent of the 
private trade that moves among themselves. By the end of 1954, restrictions 
had been removed on 83 percent of intra-EKuropean imports as compared with 
70 percent the year before. 

Particularly important for American exporters, are the efforts being made to 
eliminate trade restrictions on dollar imports. Progress in this direction is more 
difficult and it is here that American trade policy is crucial. But despite the 
uncertainty that has existed, 11 of the OEEC countries, in all, accounting for 
three-fourths of all European imports from the United States and Canada, have 
succeeded in removing restrictions on 57 percent of this trade. 

Achievements have been recorded also in the elimination of exchange controls 
that confine the flow of financial payments and investment. Progress here has 
been made possible by the improved condition in the gold and dollar reserves 
of the Western European countries. From mid-1953 to mid-1954, these assets 
rose $2.3 billion, or by 10 percent. It is true, of course, that these achievements 
were stimulated in part by United States payments for military and economic 
aid. Nevertheless, this increase in gold and dollar reserves could not have 
taken place without the general improvement in international economic 
conditions. 

With improvements in trade and payments conditions abroad, the day of 
currency convertibility and nondiscriminatory trade is approaching. In a very 
real sense, however, we may determine the timing. There are good indications 
that any further steps in this direction depend on what decision the United 
States makes with respect to its foreign trade policy. 

The free world in general, and Europe in particular, has moved in the space 
of 10 years, from the edge of disaster to the threshhold of progress. In large 
measure, this changed position has been due to the investment of our own 
resources in the economic recovery and growth of the free world. We would 
be profligate with these resources if we did not secure the gains that have been 
made, at so much cost. Through the wise, moderate, and timely act of enacting 
H. R. 1 into law, we will be assured of good returns in the future. 





STATEMENT BY NECCHI SEWING MACHINE SAEs Corp., AND ELNA SEWING MACHINE 
Co,, INc., New York, N. Y. 


This statement is submitted on behalf of Necchi Sewing Machine Sales Corp., 
and Elna Sewing Machine Co., Inc., New York domestic corporations having 
their principal offices at 164 West 25th Street, Borough of Manhattan, city of 
New York. 

The Necchi Corp., was organized in New York State in the year 1948 and 
imports the Necchi home sewing machines manufactured by Vittorio Necchi 
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S. p. A. of Pavia, Italy. The Elna Co. was organized in New York State in 
the year 1950 and imports home sewing machines produced by Tavaro 8. A., 
Geneva, Switzerland. 

For convenience of presentation detailed information in this statement is 
presented only for Necchi sewing machines. In general, the arguments, observa- 
tions, and conclusions made would apply equally to the Elna machines though 
the factual data would necessarily vary. 

Necchi imports only home types of sewing machines, not the industrial type. 
Necchi machines fall almost exclusively into the value bracket over $10 but 
not over $75. 

It is important to understand that only the “head” of the complete Necchi 
unit is imported. The major value of the complete Necchi unit is produced 
within the United States and the unit is also assembled here. Parts produced 
in the United States include: motors, transformers, controls, cabinets, attach- 
ments, etc. 

I. STATEMENT OF POSITION 


The national interest would best be served by passage of H. R. 1 and a reduc- 
tion of duty on sewing machines to the lowest percentage permitted under law. 
Justification for this action is ample. Imports of sewing machines have been of 
decided benefit to the American sewing-machine industry and to the American 
housewife. Imports have posed no threat to American industry, indeed, have 
benefited it. They have substantially enlarged the total United States market, 
reinvigorated American industry, and promoted competition in products of great 
importance to the consumer. Equally important, imports have provided sub- 
stantial income and employment to American factory workers and those employed 
in advertising, selling, and distribution. 


II, COMPARISON OF THE COSTS OF DOMESTIC AND NECCHI PRODUCTS 


Necchi products cost on the average as much as American products. Their 
great sales appeal arises from their technological superiority, not from any price 
advantage. Costwise, Necchi is confronted with two distinct sets of costs, those 
incurred abroad, and those ineurred within the United States. 


A. Cost of producing Necchi “heads” abroad. 


Though factual data are not available on factory costs of production in the 
United States, it is believed that these costs are about equal to those of Necchi 
in Italy. 

1. Wages in Italy.—Wages paid in the Necchi plant in Italy are higher than 
the average for the country. This constitutes a real living wage which serves as 
a bulwark against the spread of communism. The basic wage rate is approxi- 
mately 50 cents per hour which is raised to about 75 to 80 cents an hour by addi- 
tional charges for maternal care, cost-of-living bonus, canteen feeding, and other 
social-security benefits. In addition, there are production incentive payments, 
which further raise the wage. Though the wage rate is below that in the United 
States, the advantage to the foreign manufacturer is offset by other substan- 
tially higher costs. 

2. The cost of capital_—American companies can raise money at 4 percent per 
annum. The cost of capital in Italy is 10 to 12 percent per annum. 

8. The cost of materials.—The cost of materials in Italy is generally acknowl- 
edged to be higher than in the United States. 

4. Tarves.—The Italian Government relies heavily on turnover taxes leveled on 
production at all stages. Thus, on the “head” produced by Necchi, a substantial 
amount of taxes is paid. 

5. Production economies.—The scale of production in the United States is 
larger, bringing about mass preduction economies not possible abroad. 

The foregoing make clear that the lower cost of wages in Italy is offset by 
other costs substantially higher than those in the United Sttaes. 


B. The costs of production, selling, and distribution in the United States 


As pointed out previously, this company undertakes substantial manufacturing 
and assembly operations within the United States to produce the complete Necchi 
unit. A brief description follows of these operations: 

1. The Necchi “head” is imported. There are substantial costs incurred for 
crating, packaging, and shipping to the United States. 





ee ee 


2566 TRADE AGREEMENTS EXTENSION 


2. To the head are added the following components to make up the complete 
sewing unit: Cabinets, motors, transformers, controls, switches, attachments,. 
and miscellaneous parts. These are all manufactured in the United States. 
Suppliers are lecated in such diversified points as Racine, Wis.; Jackson, Miss. ; 
New Haven, Conn.; and Long Island City, N. Y. In 1954 it is estimated that all 
component parts of United States manufacture purchased within the United 
States amounted to over $2.5 million. 

8. The unit is then assembled in the Necchi plant in New York and by distrib- 
utors located elsewhere. 

4. Substantial costs are incurred for advertising and promotional media, i. e., 
television, films, fairs, sewing schools, newspaper and magazine advertisements, 
etc. These costs alone amounted to over $4 million in 1954. 

5. Further costs are incurred for inland transportation, warehousing, and 
insurance and handling charges related thereto, 

6. Heavy expenses are incurred in maintaining adequate service and repair 
facilities. 

7. Substantial allowances must be made for distributors and dealers to cover 
their costs of sales, service, and distribution. 

Summing up, the foreign value included in the Necchi unit is only approxi- 
mately 20 to 25 percent, whereas costs incurred for American goods and services 
represent approximately 75 to 80 percent. Clearly, the Necchi should be con- 
sidered an American-made product. 


Ill. THE IMPORTANCE OF NECCHI TO THE AMERICAN ECONOMY 
A. Employment 


A very substantial number of Americans are employed because of Necchi 
operations. Firstly, more than half of Necchi “heads” are transported in Ameri- 
can-manned vessels. Then, a substantial number of American workers are 
engaged in producing over $2.5 million of component parts. Assembly of the 
Necchi unit requires many more workers. A considerable number of workers 
are also engaged in promotion, selling, and distribution of the Necchi machines. 
For example, there are 2,500 Necchi dealers in the United States. If each dealer 
employed as few as 3 people, for service, sales, and distribution, this alone would 
account for 7,500 workers. Obviously, there are many more jobs entailed in 
$4 million and more of advertising and promotion. 


B. Technological improvement 


Necchi’s success in the United States is clearly attributable to the technological 
superiority cf its units, The Necchi machine introduced into the American 
market quality of performance with many technical advances not theretofore 
enjoyed by the American housewife. The zigzag feature is best known. The 
machine gave to the American housewife many of the advantages of the com- 
mercial or industrial machines. It created a “sewing conscious” American 
housewife who wanted a workaday home sewing machine that would do a worka- 
day sewing job at a modest price (Business Week, October 11, 1952, p. 130). 

A research report by McCall Corp. in 1951 cited the American Woolen Council’s 
finding “a 130 percent increase in number of women sewing at home in wartime 
and postwar years.” (Business Week, October 11, 1952, p. 134.) In addition 
to the tremendous growth itself in this country of the market for home sewing 
machines, there has also been a substantial and closely related increase in the 
retail sales of textiles and piece goods. 


C. Competition and progress 


The United States sewing machine industry has long been referred to as one 
of limited competition. Speaking of the industry, Business Week, October 11, 
1952, page 130, said: “A good stiff dose of competition was the best thing that 
could have happened to the sewing machine business,” Spurred by foreign com- 
petition, encouraged and led by foreign technological improvements, American 
industry has adapted to the new tastes of the consuming public. The industry 
today is healthy and producing competitive products. It has successfully risen 
to the technological challenge offered by imports. Production in 1953 is re- 
ported by the Bureau of Census at nearly $130 millions, more than four times 
prewar value and exceeded only in 1950 and 1951 during the Korean boom. 


D. Exports and imports 


In another way, the American industry has demonstrated its ability to com- 
pete. Exports in 1953 are estimated at nearly $23 millions, just about equal to 
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imports. Thus, even where foreign made units and American made units con- 
front identical tariffs, American units compete successfully. This largely re- 
flects the prestige American instruments and products have enjoyed for many 
years and the solid sales and distribution organizations they have established. 


IV. DEFENSE BASE CONSIDERATIONS 


As previously noted, domestic production is estimated at approximately $130 
million in 1953. The industry is prosperous and profitable. Its survival is 
clearly not threatened by imports. There are, however, no skills employed in 
the industry which can be considered unique. Fine precision mechanics such as 
used in the production of sewing machines are found likewise in many other 
industries in the United States. 

It is important to the defense base that there be adequate domestic production 
of industrial types of sewing machines. In this area domestic industry faces 
very little import competition. Industrial imports in 1953 could hardly have 
exceeded $500,000 for the $75-and-over bracket in which industrial imports would 
fall, amounted to only $2.6 million. And, this total figure is known to include 
mostly costlier types of home machines. Based on census data, production of 
industrial types in the United States in 1953 was somewhat over $40 million (if 
we assume the prewar breakdown as between household and industrial produc- 
tion is still approximately correct). 


Vv. SUMMARY AND CONCLUSION 


Imports of the home sewing machines have been of distinct benefit to the United 
States. They have created substantial income and employment; spurred tech- 
nological improvements and in so doing expanded markets for textiles, fashions 
and designing; provided enjoyment and economies to millions of housewives; 
encouraged American industry to new improvements and better products; ex- 
panded the total market for sewing machines to the advantage of domestic 
industry and importers alike; and fostered the creation of thousands of inde- 
pendent dealers (small-business men) throughout the United States. The Necchi 
success has not been based on price advantages (for there are none) but on 
technological features and quality of its product. Further duty concessions will 
permit the American housewife to reap still greater advantages from foreign 
made products. And if past experience holds, the domestic products will be 
further improved to meet the stimulating effect of the foreign-made product. 
The continued growth of the overall market, induced and assisted by imports, 
assures production adequate to protect the defense base. From every vantage 
point further duty concessions are in the national interest. 


Fontana-Hottywoop Corp., 
New York, N. Y., February 3, 1955. 
Hon. JERE Cooper, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. OC. 


Dear Sir: At the present time when your committee is collecting information 
that will guide it in formulating final recommendations to the Congress on 
H. R. 1, Trade Agreements Extension Act of 1955, we wish the following state- 
ment to be inserted in the record and we will thank you to have copies furnished 
to the other members of your committee. 

We are unequivocally in favor of the 3-year extension of the trade agreements 
the United States has with other nations, and we would welcome a greater liberal- 
ization of all laws that govern international exchanges, as one of the most logical 
means of preventing war and gaining the friendship and trust of nations less self- 
sufficient than ourselves. 

Arguments for the abolition of trade barriers have been offered to you ad 
nauseam. Invariably however, some vested interest, no matter how unim- 
portant vis-a-vis the national welfare raises a how! of protest if the least amount 
of foreign goods or services is allowed to reach our shores. 

The right of “infant industries” has long ceased to have any base in logic. 
Our country has become the giant producer of most things needed by our civi- 
lization. The sinall percentage of items we are compelled to import because 
nature insists on growing them in climates other than our own, is insufficient to 
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permit our creditors to pay us back for the things we want to sell and which they 
need to buy, but which they can only pay for with the goods and services they 
have. 

In our position as the leading world power we are put-to in convincing the 
world that our intentions are as peaceful as we profess. Surely our actions do 
not always gibe with our glib declarations. We speak of free trade, of liberal, 
multilateral exchanges, yet we levy high tariffs on a small amount of our pur- 
chases, not to swell our coffers—for the amount of duties collected are a mere 
fraction of the amount of money we distribute as gifts—but to irritate our friends 
and impoverish ourselves of the respect which comes only from the dignity of 
earning one’s keep and never from the simulated gratitude the needy show the 
giver. We push our way into the markets of the world with products that are 
so desirable, buyers have but to find items we will accept in exchange. Yet as 
soon as a foreign item is found acceptable we limit its flow by quotas, embargoes, 
or capricious application of our sanitary laws. We are bewildering our friends 
abroad and belaboring some of our citizens by depriving them of their normal 
livelihood while favoring other citizens who derive a benefit from the loss the 
former need must bear. Thus class is set against class——never in the interest of 
the country—but for selfish, temporary, political advantage alone. 

Let it be granted that free trade or the abolition of all tariffs would not be 
possible without upsetting our vast economic structure, but it does seem quite 
harmless to the progress of our Nation to adopt a system that has enough flex- 
ibility to permit government to adjust its policy of give and take in the inter- 
national field without having to make promises in vacuo, and thereafter live in 
fear of having overstepped the limits of a rigid law. 

A flexible tariff, and lower rates not only will insure us friends abroad, but 
will also stimulate industry at home. No matter how clever we may be, no one 
will gainsay that competition is a stimulant to further progress. We need to have 
the whetstone of ideas upon which to sharpen our own wits. Dam the flow of 
these exchanges and in the end we will suffer more from having been deprived 
than we would have from having had to compete. Our own consuming public— 
you and me included—has a right to the stimulus of foreign ideas, the pleasures 
of variety, the satisfactions of innovations no matter from what source; to for- 
bid or curtail it, is to hinder progress. 

There has been so much noise and so little thought generated in the battle of 
the tariff these many decades that our citizenry is confused. How easily the 
demagogue frightens away reason by appealing to “defense needs” “national 
security” to gain special privileges for himself in spite of the national interest, 
and how these gentlemen howl when the benefit—often adopted on a temporary 
basis—must be removed. Rather than lose the profit, let the National Treasury 
be milked by give away programs. No matter that charity hurts proud people. 
Let us foist charity upon them but do not reduce the protection of the privileged 
boys. 

There are many ills in the world, many injustices over which Congress has 
no power. In the case of the tariff, an honest, Christian, and clearly American 
attitude on the part of every intelligent student of the situation will support 
the view that the least we can do toward reaching international understanding is 
to adopt the H. R. 1 in the most liberal form proposed. 

Very truly yours, 
oe HoLiywoop Corp. 
y: 











STATEMENT BY FRED LAZARUS, JR., PRESIDENT, FEDERATED DEPARTMENT STORES, 
Inc., CINCINNATI, OHIO 


I submit herewith my personal views on H. R. 1, to extend the reciprocal trade 
agreements authority, and on United States tariff policy in general. These views 
are derived from many years of experience in United States business, from much 
foreign travel, and from study of the problem in numerous organizations of 
which I am a member. 

In my opinion it is clearly in the United States national interest that our for- 
eign trade be expanded. By a long series of actions, including expenditure of 
many billions of taxpayers’ money, we have recognized that the economic 
strength of friendly nations is of great importance to us. The economic strength 
of much of the world, and its relation to us, depends upon the ability of other 
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countries to obtain products from us—products that we supply most econom- 
ically. Their strength and our security will be increased if we give them a 
reasonable opportunity to buy from us by giving them a reasonable opportunity 
to sell to us. 

We are engaged in the most fateful contest of our national existence. In part 
this is a contest to determine whether the marginal and undecided peoples of 
the world will find their best hope of progress to lie in closer relations with us 
or in closer relations with the Communists. We must give these people some hope 
of becoming part of our economic world, and we must strengthen our moral 
position as champions of freedom, by lowering barriers against their sales to us. 

We are not being asked to make a great sacrifice of our domestic economy for 
the sake of other nations. The same policy of trade liberalization that will 
strengthen our security by helping our friends will also benefit our own economy. 
If there were no national security problem tariff reduction would still be in our 
national interest although less crucial than it now is. 

Our economic system is based on the principle that fair exchange is no robbery. 
The principle that both parties gain from voluntary exchange applies to inter- 
ee trade as well as to domestic trade. We would gain from lower trade 
yarriers : 

(a) By being able to buy more of the products that are produced more 
economically abroad. 

(b) By being able to use more of our domestic labor and facilities in pro- 
ducing the things we produce more efficiently, which we will be able to export 
in larger volume to the countries that earn more dollars from us. 

But, people say, what about the workers and investors in industries that 
would suffer from foreign competition? And what about industries essential to 
the national defense? 

These are important questions. They suggest serious objections to a policy of 
complete free trade or even of sudden, sharp, and sweeping tariff reductions. But 
this is not the policy that is being proposed. 

The policy that has been proposed is not one of free trade. The legislation 
under consideration does not itself reduce any tariffs. It only authorizes the 
President to negotiate tariff reductions subject to certain limits and procedures. 
We have every reason for confidence that the Government, operating within the 
legally prescribed limits and procedures, will not cut tariffs in a way that will 
cause serious hardship to domestic industries or endanger our mobilization base. 

The proposed legislation, as well as the announced intention of the adminis- 
tration, assure that tariff reductions will be gradual and selective. Gradualness 
and selectivity are the keys to solving the problem of reducing tariffs without 
economic disruption at home. In most cases, if the tariff reductions are gradual 
the domestic industry will be able to adjust to increased foreign competition 
without serious hardship. The increasing competition from abroad would be 
just like all the other kinds of competition the domestic producer faces every 
day—from new firms, new methods, and new products. American business has 
shown its capacity to meet such competition and to thrive on it. Of course, if 
tariff reductions were very rapid, some firms would be in trouble before they 
could adapt themselves. But the program does not call for, or permit, very 
rapid tariff cuts. 

There will be some cases where even a gradual tariff reduction will cause 
serious hardship. This may happen where labor or productive facilities are so 
specialized or so located that they cannot shift to any other occupation in a 
reasonable period of time. The situation is likely to be especially serious if 
the industry is already declining, so that import competition is the straw that 
breaks the camel's back. 

In such cases the appropriate remedy is to defer tariff reduction. The peril- 
point and escape-clause provisions are adequate machinery for detecting and 
dealing with these cases. The President has properly recommended that these 
provisions be retained. 

I would hope, however, that the purposes of the peril-point and escape-clause 
provisions could be more clearly defined. It seems to me unsatisfactory to 
say that the purpose is to prevent injury. In some sense the disappointment of 
any expectation is an injury. But I don’t think we have a legitimate claim to 
protection against disappointment—even disappointment resulting from Gov- 
ernment policy. However I think it is legitimate to claim that the Government 
should avoid imposing serious hardships by its own policies. 

The applicant for relief under the escape clause is entitled to a prompt deter- 
mination of his case. I believe that it would be wise to specify in legislation that 
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the Tariff Commission shall render a decision within a stated period, say 90 days, 
after receipt of an application in a form required by the Commission. 

There is probably no disagreement over the pronosition that tariffs should 
not be cut where the effect would be to curtail production or productive capacity 
essential to the national defense. There is some disagreement about how large 
a fraction of American industry is covered by that proposition. But that is 
surely not an issue to be settled by general argument. What level of tariffs is 
required to protect essential industry is a matter to be determined on a case-by- 
case, industry-by-industry basis. There are competent agencies in Government 
for evaluating such questions, including some agencies intensely interested in the 
mobilization base. 

Congress is not now being asked to decide that the reduction of some particular 
tariff would or would not cause serious hardship or damage our mobilization base. 
Congress is being asked to decide that it is the national policy to reduce tariffs 
graduallv and selectively insofar as that can be done without serious hardship 
or damage. If, as some seem to claim, there is no room for tariff reduction 
without serious hardship or damage, there will be no tariff reductions under 
the proposed legislation. We can be sure that the affected industries will speak 
their piece vigorously and will be listened to sympathetically. 

Tf. as T helieve. there are onnortunities for reducing tariffs gradually without 
serious hardship or damage, then under the authority of this bill the President 
would negotiate such reductions. Our important national interests in expanding 
trade will be advanced without the adverse consequences that many fear. 

In order to achieve the potential benefits of the tariff liberalization program, 
the President’s authority to negotiate reductions should be extended for a sub- 
stantial period. This means at least the 3 years for which the President has 
asked and preferably more. Also I hope that extension will be enacted by a 
substantial bipartisan majority. This would serve the important purpose of 
giving the foreign businessman some assurance of our intentions so that he can 
safely make investments in developing production for the United States market. 
It will also have great psychological value as a renewed demonstration of our 
willingness to accept the responsibilities of leadership in strengthening the 
free-world economy. 





STATEMENT OF Lovis H. PrnK, CHAIRMAN, FOR THE CITIZENS CONFERENCE ON 
INTERNATIONAL ECONOMIC UNION 


Many organizations and individuals are appearing before your committee 
favoring or protesting against H. R. 1. The Citizens Conference on Interna- 
tional Economic Union (CCIEU) differs from most of these in that it is made 
up of citizens without any. financial interest in foreign trade who have banded 
together because they believe strongly that an expansion of international trade 
and greater intercourse among nations is an important means of achieving 
wider employment, greater production, and improving the chances of inter- 
national peace. 

We believe with President Eisenhower that the determination of the trade is- 
sue must be on the basis of our national welfare rather than upon the im- 
mediate advantage of a few industries. In the main we are in accord with the 
recommendations of the Randall Commission and the President. We believe 
that this bill is constructive and should receive the support of both political 
parties and of the public. 

There are some particulars, however, in which we think the bill could be im- 
proved and should go further. 

We are convinced that the Reciprocal Trade Agreement Act should be extended 
for more than 3 years and our suggestion would be 5 or 6 years, since this would 
give more consistency and continuity to our relations with other nations. 

It is encouraging that the bill authorizes the President to negotiate tariff 
reductions for not more than 5 percent a year for 3 years. But we feel that the 
bill does not go far enough to insure improved United States trade relations 
with other nations. We therefore join those who recommend that the President 
be authorized to reduce tariffs 25 percent at his discretion, and at such times 
and in such amounts as he may think wise. 

We also believe that it is unwise to continue in this act the escape-clause and 
peril-points provisions which have been criticised in previous acts. We feel 
that these clauses are of little actual benefit to anyone but on the other hand they 
imperil a liberal and consistent trade policy on the part of the United States. 
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‘These clauses make it difficult for those who trade with us to build up a sizable 
business with the United States, for other nations can never be sure when United 
States tariffs will be raised at the request of some industry in the United States. 

The President should be authorized to raise tariffs but only as a means of 
retaliating against nations that discriminate against the United States. 

A great opportunity confronts your committee to recommend to Congress eco- 
nomic measures which are fundamental and will aid in world planning for 
multilateral trade. With the liberalizations suggested herein, we believe that 
the enactment of H. R. 1 will go far to stabilize our economy and promote trade 
and peace. 


—_—_—_——— 
MEMORANDUM ON BEHALF OF KENTUCKY DISTILLERS’ ASSOCIATION 


In Re Trape AGREEMENTs Act (H. R. 1) 


THE CHAIRMAN, 
Committee on Ways and Means, House of Representatives, 
Washington, D. C. 


Dear Sie: The undersigned respectfully desires to submit its views in connec- 
tion with H. R. 1, popularly known as the Trade Agreements Act, now before your 
committee for consideration. 

The Kentucky Distillers’ Association is a trade association. Its members are 
Kentucky distillers, and it is representative of the United States beverage distill- 
ing industry. 

Tax levies on alcoholic beverages constitute the largest single source of tax 
revenue to the United States Government, with the exception of personal and cor- 
porate income taxes. Our industry each year contributes over $3,500 million in 
taxes to Federal, State and local governments. It employs 1,200,000 persons at 
all levels, or one out of every 60 working adults. Its annual payroll is in excess 
of $3 billion. It uses the products of more than 400 other industries and provides 
an annual payroll of over $1 billion to workers in those industries. 

The direct and indirect benefits to persons outside the beverage distilling in- 
iustry reach huge proportions. Foremost of these are the farmers, whose pre- 
mium grains are used in the manufacture of distilled spirits. Our industry pays 
farmers approximately $260 million each year for the purchase of grains alone. 

Our industry is one of the few American industries which manufacture, import 
and export. Based upon all available data, we know that no major American in- 
dustry imports as large a percentage of goods which compete with its own goods 
as does the United States liquor industry. 

Scotch and Canadian whiskies account for 12 percent of all whiskies consumed 
in the United States. They represent, however, almost 32 percent of profits before 
taxes of American distillers, and about 48 percent of wholesalers’ profits before 
taxes, 

It is understandable, therefore, that our industry is, and has always been, an 
exponent of expanded international trade. We have always wholeheartedly sup- 
ported the principles of reciprocal trade because they are designed to stimulate 
the flow of two-way trade between nations. 

The United States does not have high tariffs on foreign whiskies. On the con- 
trary, we have consistently lowered the duties. We do not have any exchange 
restrictions. We impose no embargoes against foreign distilled spirits, and we 
have no trade barriers to restrict their importation into this country. 

Moreover, our own laws and regulations extend special privileges to imported 
whiskies. For example, a bottle of American blended whisky must contain a 
back label telling the American public exactly what is in the bottle. No such 
requirement is imposed on foreign whisky. 

In the face of an increase in population, consumption of American whiskies in 
the United States is diminishing, whereas consumption of whiskies of foreign 
origin is increasing. In 1946 the population in the United States was 141 million; 
it is now 163 million. Bottlings of American whiskies in 1946 amounted to 179 
million gallons, and in 1954 they dropped to 137 million gallons. On the other 
hand, during the same period, importations of Scotch whisky, for example, rose 
from 4 million gallons to about 11 million gallons and Canadian whisky from 
5,500,000 gallons to about 9 million gallons. 

For Kentucky distillers, reciprocal trade is a myth. International trade has 
been—and still is—a one-way, dead-end street blocked against the importation of 
American whiskies into foreign countries, while foreign whiskies are given unre- 
stricted access to the American market. 
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When we seek export markets for our American whiskies, we are constantly 
met by trade barriers in the form of high duties, exchange controls, import li- 
censes, quotas, and other restrictions which have the effect of completely exclud- 
ing our American goods. 

Distillers from foreign nations have a virtual monopoly throughout the world. 
All that American distillers ask is an opportunity to compete in foreign markets 
on an even and nondiscriminatory basis. 

From time to time our industry has called to the attention of our Government 
representatives discriminations which exist against the importation of our prod- 
ucts into foreign countries. Briefs have been filed by our industry with various 
branches of our Government urging that the trade barriers which exist in foreign 
countries against the importation of American whiskies be removed. Neverthe- 
less, they still exist, and our citizens and tourists abroad, as well as millions of 
= of many foreign nations, are still prevented from enjoying American 
whiskies. 

According to the latest available statistics, American tourists abroad spend 
approximately $1 billion each year. About one-third of this amount in United 
States dollars is spent in Europe and the Mediterranean area. A substantial 
amount of dollars is spent each year by American tourists in Great Britain. And 
yet Americans, traveling abroad, are prevented from purchasing those American 
alcoholic beverages which they know and enjoy at home. 

An outstanding illustration of the type of discrimination which at present is 
being practiced against American whiskies is found in the British token import 
plan. The British Government permits the importation of a small percentage of 
certain commodities which had been imported into Great Britain during a certain 
base period. The base period has been determined by the British Government to 
consist of the years 1936, 1937 and 1938. 

During that base period selected by the British Government, our industry had 
not as yet been established on a normal operating basis, particularly with respect 
to exports of its whiskies. Repeal had just come about and we were then oc- 
cupied in building up reserves of high quality, aged whiskies to meet normal do- 
mestic demands, and in rehabilitating our facilities. On the other hand, during 
the same period, Canadian whiskies were being shipped to Great Britain in sub- 
stantial quantities. Consequently, the base period of 1936 through 1938 was 
favorable to Canadian exporters, but it was an unrealistic period for American 
whiskies. As a result, today Canadian whiskies are readily available at all im- 
portant commercial outlets in Great Britain. American whiskies are all but 
excluded. 

This discrimination has already been called to the attention of the British 
Government, but to no avail. Permission has been requested for the importation 
into the British Isles of reasonable quantities of American whiskies—principally 
to satisfy the demands of American tourists there. It has also been demon- 
strated to the British Government that under such an arrangement there would 
be no loss of dollar exchange, but the pleas have thus far fallen upon deaf ears. 

The removal of the trade barriers in foreign countries so that American whis- 
kies may compete on the same basis with other whiskies would result in a two- 
fold benefit. 

First, it would enable consumers in foreign lands—and particularly Americans 
traveling abroad—to buy types of whisky distilled only in America and presently 
not available abroad. It would, for example, permit the enjoyment of Kentucky 
bourbons and other American whiskies in foreign markets, just as we enjoy 
Scotch whisky, Canadian whisky and French wines in this country. Secondly, it 
would insure continued and possibly expanded employment to labor in our own 
industry as well as to labor in the more than 400 related industries, whose pros- 
perity to one extent or another is dependent upon our own. The benefits accru- 
ing to American farmers by reason of increased purchases by our industry of pre- 
mium grains from them need no elaboration. 

Now that the Trade Agreements Act is again being considered by the Congress, 
the Kentucky distillers wish to bring their plight to the attention of the Congress. 
We ask that fair treatment be accorded to us. Quotas and other trade barriers 
have no place in a reciprocal trade agreements program. We do not impose any 
restrictions against the importation of foreign whiskies. No restrictions should 
be imposed by foreign countries against the importation of American whiskies. 

Respectfully submitted. 

Mrirxiarp Cox, 
Counsel, Kentucky Distillers’ Association. 
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BRUMLEY-DONALDSON OCo., 
Los Angeles, Calif., February 1, 1955. 
Subject: Trade Agreement Extension Act of 1955, H. R. 1. 
Hon. JERE Cooper, 
Chairman, House Ways and Means Committee, House Office Building, 
Washington 25, D. C. 


Dear Sir: With reference to the hearings which the House Ways and Means 
Committee, under your chairmanship, has been conducting since January 17, 1955, 
on subject bill, we take this opportunity to state, without reservation, that we 
wholeheartedly support the Administration’s Trade Agreement Extension Act 
of 1955. 

We cannot determine any logical or economically sound reasons for failing 
to extend it and would request that this communication be recorded as a part 
of the committee’s findings. 

Very truly yours, 


E. H. BruMtey, Vice President. 


STATEMENT BY THE AMERICAN METAL Co., Lp. In Support or H. R. 1 


The American Metal Co., Ltd. owns and operates a zinc smelter at Blackwell, 
Okla., a potash mine in New Mexico, and a copper smelter and refinery at Car- 
teret, N. J. It also has investments in mining, smelting, and refining properties 
in Mexico and Africa and a potential mine in Canada. Im addition, it carries 
on trading activities in ores, concentrates, and metals throughout the free world. 
Its products, and those of other producers for which it acts as sales agent, con- 
tribute substantially to the supply of nonferrous metals and fertilizers required 
by the metal-fabricating and agricultural industries of the United States and 
of our allies. 

A large part of the concentrates for its own and other smelters to which it sells, 
as well as the metals produced, enters into international trade. The American 
Metal Co. thus has had long experience in dealing with the changing obstacles 
and restrictions placed upon the transfer of goods and funds from country to 
country. The conditions governing foreign trade are of vital importance to it 
as an employer of American labor and a provider of essential raw muterials for 
United States manufacturers. It is because of this interest and this experience 
that these comments are directed to the attention of this committee. 

Certain segments of the nonferrous metal mining industry of the United 
States have consistently pressed for higher import duties and have testified in 
opposition to H. R. 1. One purpose of this statement in support of this bill is to 
emphasize that the nonferrous metal industry’s views on this are by no means 
unanimous. 

Smelters and refineries of nonferrous metals in the United States employ 3 
wage earners for every 2 engaged in mining. Both the volume and the value of 
their output of metal and metal compounds are far in excess of that of United 
States mines which fail by a wide margin to meet United States metal needs. 
To a very considerable extent their operations and ability to employ are de- 
pendent upon access to foreign concentrates. We cite as an example our sub- 
sidiary, Blackwell Zinc Co., of Blackwell, Okla. 

Like most zine smelters in the Southwest, this plant was designed to work 
concentrates from the nearby Joplin field and to take advantage of cheap and 
abundant natural gas. As the mine output of this region declined and no other 
adequate domestic sources of concentrates were available, Blackwell was forced 
to depend upon foreign concentrates. In recent years about 85 percent has 
come from Mexico and the outlook appears to be for complete dependence on 
imported material. Measures tending to shrink the supply or raise the cost of 
foreign concentrates would have an adverse effect upon employment at B!ack- 
well and other United States smelters, upon railroads and other supplying 
industries, and upon the ability of this smelter, and others as well, to compete 
with foreign smelters. 

The existing tariff on concentrates of six-tenths of a cent per pound of zinc 
contained is already a burden on domestic smelters depending on foreign mate- 
rials, because foreign smelters, particularly European, who must import most of 
their concentrates do so free of duty. There is no valid reason why raw mate- 
rials for United States smelters, the products of which are needed by United 
States manufacturers, should be assessed a penalty. 
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The Blackwell zinc smelter, used here as an example, employs approximately 
900 and has an annual output over 80,000 tons of slab zinc, or about 9 percent of 
the total slab zinc production of the United States. Its output is of three 
grades, Prime Western, Select, and Brass Special, accounting for approximately 
18 percent of the country’s production of these grades, much of which finds its 
use in galvanizing. This smelter’s payroll is the dominant factor in the economy 
of the city and its environs and its closing would be disastrous to the community. 

The position of the smelters appears to have been minimized relative to the 
mine operators. There is no logic in providing protection for marginal mines 
by tariffs if at the same time access by smelters to needed foreign concentrates 
is made more difficult. 

There are, however, much more general and important considerations than 
the specialized interest of any group or industry. 

Within a broad framework, the pending bill H. R. 1 must be seen in its rela- 


tion to existing domestic and world conditions. In our opinion, the free world’s 


trade pattern is as close to the prewar pattern of approximate balance between 
major trading areas as is possible under the present conditions. Further ad- 
vances toward a reasonable world trade equilibrium depends on the initiation 
of new trade measures, and in particular on what the United States will do. 

This is so because this country now accounts for almost half of the free world 
consumption of materials although the Nation has only 8 percent of the world’s 
land area and less than 10 percent of its population. As a result the United 
States now represents 20 to 25 percent of the world’s trade. Therefore, what- 
ever this country does in the field of international trade is of great importance 
to the rest of the world. 

Although the United States went through an economic recession in 1954, the 
year saw some substantial relaxation of foreign countries’ restrictions on their 
dollars imports. This was, however, due largely to an artificial flow of dollars 
abroad, caused by United States Government spending in the form of aid, offshore 
procurement, troop expenses, etc. While United States commercial exports of 
goods and services increased slightly in 1954, imports fell during our recession, 
and the United States surplus on current, commercial transactions increased 
materially. As a result the commercial dollar gap, which had tended to con- 
tract to under $1 billion by 1953, rose to an estimated $1.7 billion last year. It 
should be emphasized that in official balance of payments statistics, the com- 
mercial United States dollar surplus includes military expenses of $2.6 billion, 
listed as imports, so that the true commercial dollar gap for 1954 thus amounts 
to $4.3 billion. While this figure includes invisibles (services) both ways, our 
commercial surplus on goods alone increased from $1.4 billion in 1953 to $2.6 
billion in 1954, i. e., our commercial surplus on the physical movement of goods 
nearly doubled. Since large-scale United States Government spending abroad 
is of a temporary nature, our commercial imblance must clearly be corrected 
if contractions in the world’s trade are to be avoided in the future. This means 
that, if nations’ economies are to grow, there must be an increased flow of dollars 
abroad through on increase of United States imports and of United States foreign 
capital investments. We believe H. R. 1 to be a step in this direction by making 
provisions for moderate and gradual reductions of United States tariff rates. 

The most painless way of effecting an increased flow of dollars abroad would 
be through a general expension of world trade, for such expansion would provide 
a powerful stimulus to further economic growth by all the free world’s nations. 
Through its policies our country is capable of creating such a general expansion. 
It is essential that the expansion be free and unhampered so as to give scope 
to competition, which is the indispensable precondition for economic growth 
under our democratic system. Tariffs serve to shut out not only foreign but 
also domestic competition, for if via tariffs we protect industries where pro- 
ductivity does not much exceed foreign productivity we are in effect preventing 
the movement of manpower and cauital out of uses where tel add less to our 
gross national product into the uses where they would add more. What we are 
really doing in protecting any industry is shielding it against the competition of 
our own more productive industries in obtaining labor and capital. 

The tariff issue is equally important to our foreign investments. Of present 
United States imports, approximately 20 percent come from foreign enterprises 
controlled by American capital, and the tendency of Americans to invest abroad 
is as a rule very greatly influenced by their ability to market the products in 
which they invest, in the United States. For example, a substantial part of the 
capital of the chief mines supplying imported copper, lead, and zine to the 
United States is American and represents share-holdings of numerous United 
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States citizens. High United States tariffs would discourage such investments, 
which will be increasingly needed, for the growth of American industry is 
historically based on access to abundant and cheap raw materials. If needed 
foreign raw materials are kept out of the United States through protective 
tariffs, they will in the long run be utilized abroad in the manufacture of 
finished products whihe will subsequently be exported to this country at attrac- 
tive prices. The net result to this Nation by thus stifling raw materials competi- 
tion would be, besides discouragement of our foreign investments, a high-cost 
and stagnant domestic raw materials output and a manufacturing industry at a 
competitive disadvantage vis-a-vis foreign products due to high raw material 
costs. 

The present level of world trade rests on four main props: a high level of em- 
ployment and income in North America and Western Europe, a rapid rate of 
industrial development in the world’s key underdeveloped countries, relatively 
stable terms of trade for exporters of primary commodities, and a flow of United 
States Government funds abroad. These four props are, of course, interde- 
pendent. Removal of any of the props would mean a significantly reduced volume 
of world trade and would invite a world-wide depression. To make up for the 
flow abroad of United States Government funds which must ultimately come 
to an end, to help maintain the three other props, and preferably to increase 
the present level of world trade, we believe the most constructive United States 
policy would be to facilitate increased imports and foreign investments through 
United States tariff reductions. This would have an especially significant 
bearing on the possibility of free convertibility of currencies with our dollar, 
the introduction of which would provide a tremendous incentive for a larger 
exchange of goods and services between nations. We believe there can be no 
convertibility until the commercial dollar shortage is eliminated, and a lasting 
elimination requires the above-mentioned adjustments of our Nation's inter- 
national trade and payments. In this connection it is interesting to note one 
of the conclusions of a report on comparative trends of economic growth between 
the Western Powers and the Soviet bloe (excluding China), made public on 
January 28 and prepared for the Joint Committee on the Economic Report under 
the direction of Dr. Howard 8. Piquet, international economies specialist of the 
Legislative Reference Service of the Library of Congress. Mr. Piquet states that 
expansion of international trade is indispensable to the free European countries 
to prevent their economic growth from falling further behind that of Soviet 
Russia. 

Seen in this framework, it is obvious that a reduction of United States tariff 
barriers would help the cause of collective security by increasing world trade and 
strengthening the economies of our allies. But we also believe our own country 
stands to gain greatly on balance from a reduction of its tariffs. Expanded 
world trade would mean a larger market and offer opportunities for greater 
United States production and employment, as foreign countries are enabled to 
sell more to us, so in turn they can afford to buy more of our goods and services. 
The main groups that make up our Nation should have the following stakes in 
expanded world trade: 

(a) Workers.—The overall interest of the American worker clearly lies in 
lower United States tariffs and higher United States exports, since many more 
workers are employed in exporting industries than in industries competing with 
imports. Dr. Piquet has estimated that an export decline of 25 to 30 percent 
would mean 300,000 more unemployed in the United States, whereas if imports 
rose all the way to balance exports only 90,000 workers would be affected. If 
all United States tariffs were suspended, no more than 200,000 jobs would be 
jeopardized. 

Modifying further the often-held notion that foreign trade, and especially 
imports, would be harmful to our domestic employment, we hold that imports 
are vitally needed for the maintenance of domestic employment. The point 
has been stated succinctly by Harry Scherman and Paul G. Hoffman: 

“There is hardly a manufactured product we make—either of consumers’ or 
producers’ goods—that does not greatly depend, directly or indirectly, wpon some 
imported materials for its quality, its marketability in quantity, its lower price, 
and, in many cases, its very existence. * * * The point usually overlooked * * * 
is that imports have far more of an influence on both the kind and amount 
of employment we have than do our exports. Until this indispensability of 
imports in our entire pattern of production is widely and sharply recognized, 
in all its detail, our international trade policies will continue to be distorted * * * 
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by the basic error that exports are beneficial to domestic employment and that 
imports somehow lessen our total employment.” 

(b) Consumers and tarpayers.—There are 165 million consumers in the United 
States who have a vital stake in the reduction of our tariff barriers, for the 
lower prices which follow such reductions increase the consumer's purchasing 
power and encourage greater consumption. In this connection it should be re- 
membered that tariffs hit the consumer’s purse twice—not only must he pay the 
eost of the particular duty on imports but he may also be subjected to a rise 
in the price of competing domestic products. Furthermore, this hidden tax 
on the consumer does not benefit the Nation as a whole but serves only the 
special domestic interest shielded by the tariff. 

In our presently unstable world, America’s security demands that the econ- 
omies of friendly nations be kept healthy. The consumer, as a taxpayer, has 
had to pay a large share of the fifty-billion-odd dollars which our Government 
has given as aid to our allies since the end of World War II. It is clear that 
the taxpayer would benefit considerably from reductions of our tariffs, so that 
our allies could earn their dollars now that their productive apparatus has been 
restored, with corresponding reduction in our aid program. 

(c) Industries competing with imports.—The American interests represented 
by the worker, the consumer, the taxpayer, the importer, the exporter, and the 
export producer benefit from a low tariff policy. Against these interests must 
be set the position of those producers who have increased difficulty with foreign 
competition under a low-tariff policy. How large a group of American pro- 
ducers is adversely affected by imports at a particular time cannot be precisely 
determined without a study of the companies and products concerned. How- 
ever, certain figures can be adduced to show the general magnitude. 

That this group of producers represents. under present conditions only a small 
fraction of total American production is suggested by the fact that our current 
imports of approximately $11 billion represent only 3 percent of our gross 
national product of roughly $360 billion. When account is taken of the non- 
industrial sector of our economy—people engaged in trade, professions, trans- 
portation, etc.—the number of people and industries adversely affected by foreign 
competition remains a very small fraction of our total population and productive 
capacity. 

Withdrawal of protection would result in shifts of productive effort on the 
part of producers affected, although such shifts would probably consist mainly 
of adaptation of existing lines of production rather than abandonment of existing 
activities for wholly new ones. Probably in many cases the shift would be to 
lines of production in which the firm’s position is strongest, or to new but related 
products which might require new equipment but utilize the existing labor force. 

Also, seemingly competitive imports (or new domestic production) may create 
a new and additional market for themselves. To the extent that this happens, 
there is less reason for shifts in production by existing producers. In some 
cases, however, domestic producers may shift production to take advantage of a 
new market developed by imports. 

Despite the opportunities for shifts in production under a free-enterprise 
economy, we recognize that the process of change may in some cases involve 
serious difficulty or hardship for producers who have accommodated themselves 
to a sheltered position. We believe any program of tariff reduction should 
consider the problems of seriously affected industries and that, where change is 
difficult, duty reductions should be gradual to allow time for adjustment, provided 
willingness to adjust is indicated by those affected. In this connection, we 
believe it is cheaper to finance publicly a rehabilitation of producers injured in 
tariff reductions than to pay higher costs for essential commodities. In general, 
however, under a free-enterprise system, increased competitive pressure— 
whether from foreign or domestic sources—impels capital and labor toward more 
productive and, hence, more profitable activities. Even though our economy could 
be insulated from impacts from abroad, it cannot be insulated from internal de- 
velopments. Those who advocate such insulating measures characteristically 
‘do so with one sector of the economy in mind—their sector, Hence there may 
appear to be many voices clamoring for such a program. But for the economy as 
a whole, this is stagnation. 

As a last point, opponents of H. R. 1 have argued that for reasons of national 
security we should maintain within our own boundaries the production required 
to meet essential civilian needs in time of war and those materials which would 
be necessary for the prompt production of end items needed to build up and 
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maintain the effectiveness of our Armed Forces. While complete self-sufficiency 
is, of course, an impracticable goal, it has in the past been argued that national 
policy should aim at as high a degree of self-sufficiency as possible. A protective 
tariff policy is then advocated as a means to this end. 

We do not feel competent to raise the objection that, due to the new and 
terrible weapons of destruction, no future war will last long enough to warrant 
a present buildup toward self-sufficiency. However, there are at least three 
questions to be asked in evaluating a policy of self-sufficiency : 

(a) Is anything approaching self-sufficiency attainable for the United States? 

(b) What would be the cost of becoming as self-sufficient as possible? 

(c) Isa protective tariff an effective means of implementing such a program? 

We believe that as regards (@) the United States is far from self-sufficient 
now and is steadily becoming less so. The causes of this trend are basic ones 
which largely lie beyond the reach of the policy maker. They are the growth 
of population, and the ever-increasing per capita consumption of materials. 

As regards ()), consideration must be given to the question whether increased 
inroads into our resource base will be accompanied by rising costs for the 
materials we use. According to the President’s Materials Policy Commission 
(the Paley Commission), “we face * * *-the threat of having to devote con- 
stantly increasing efforts to win each pound of materials from resources which 
are dwindling both in quantity and quality.” For the economy as a whole, a 
very small increase in the price of an important ingredient of production may add 
a large amount to total costs of production. A rise of 2 cents per pound in 
the average price of our basic metals would increase the national bill by about 
$2.5 billion each year. Deviation from the principle of the lowest-cost source 
of supply may thus be costly. The higher costs for each product affected by 
a policy of self-sufficiency or near self-sufficiency would have to be totaled if 
the overall burden upon our economy is to be assessed, We believe the burden 
would be prohibitive. 

As regards («), we hold that to the extent tariffs are used to encourage pro- 
duction of exhaustible materials (such as nonferrous metals) that could be 
imported more cheaply, the depletion of such materials in our country is acceler- 
ated, and dependence on foreign sources of supply is progressively increased. 
The tariff would at the same time discourage foreign production. This would 
be especially disastrous to us with respect to materials for which we could never 
again become self-sufficient, e. g., copper, lead, and zinc, but only hope to supply 
part of our own needs. On the contrary, it seems to us that in cases of materials 
for which we have no possibility of becoming self-sufficient, national security 
demands that foreign production of such materials be encouraged by an absence 
of tariffs, especially when such production is found in neighboring countries. 

To conclude, we support the passage of H. R. 1 under the conviction that it 
would materially serve our national interest. However, since the retention of 
the escape clause will keep the foreign producer in continued suspense as to the 
permanence of our tariffs and thus discourage him from doing what H. R. 1 other- 
wise wants him to do, we wish also to register our objection to the retention of 
the escape clause. Lastly, because of present world economic and political con- 
ditions as we see them, we consider the timing of the passage of H. R. 1 important, 
and we urge its prompt passage. 

JEAN VuILLEQquez, Vice President. 





Britisn Briar Pree IMporRTERS ASSOCIATION, INC., 
New York 17, N. Y., February 8, 1955. 
Hon. JERE Cooper, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


HoNoRABLE Stk: Our association respectfully requests that favorable considera- 
tion be given to the extension of the trade agreements program, and on H. R. 1. 

In December of 1951 the American Smoking Pipe Manufacturers Association 
petitioned the Tariff Commission for recommendation that escape clause relief 
be granted through withdrawal of tariff concessions granted in reciprocal trade 
agreements. Hearings were subsequently held and this matter was the first to 
come before the President, and his decisions are now a matter of history. These 
proceedings resulted in much confusion in our industry. The uncertainty in- 
volved necessarily created an abnormal caution in the handling and importation 
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of our merchandise, thereby resulting in an instability unhealthy to our business. 
It is generally acceded that the Kaywoodie Co., manufactures better than 75 
percent of the American pipes, and this manufacturer, the undisputed leader in 
the industry has this to say: 

“Consumers have been buying more pipes in 1954, achieving peak sales highs 
that almost match the volume of the lush World War II years, according to 
Morris L. Levinson, president of the 103-year-old Kaywoodie Pipe Co. He in- 
dicated that 1954 consumer sales strides have been sufficiently consistent and 
substantial as to allow a similar optimistic forecast for 1955” (quoted from the 
Retail Tobacconist, Feb. 1, 1955, p. 6). 

In the face of this statement the escape clause becomes a matter of harassment 
to our industry and interferes greatly with the normal and ordinary calculations 
so necessary for any business. 

We respectfully request that this communication be inserted in the record of 
the committee. 

Respectfully yours, 
EUGENE METZ, 
Executive Secretary. 





Los ANGELES CHAMBER OF COMMERCE, 


February 10 1955. 
Hon. CEectiL R. KING, 


House Office Building, Washington 25, D. C. 


Dear CeciL: The attached copy of our letter to Representative Jere Cooper is 
self-explanatory. Because the deadline for submitting statements is at hand, I 
certainly would appreciate it if you would follow up to make sure that this 
communication is placed in the hearing record. 

Sincerely, 
Ronatp M. KercHaM. 


Los ANGELES CHAMBER OF COMMERCE, 


February 10 1955. 
Hon. JERE Cooper, 


Chairman, House Ways and Means Committee, 
House Office Building, Washington, D. C. 


Dear Mr. CHatRMAN: We-understand that the House Ways and Means Com- 
mittee currently is considering President Eisenhower's request for extension of 
the Reciprocal Trade Agreements Act. A special committee whose membership 
included representatives of the several interested committees of the Los Angeles 
Chamber of Commerce has reviewed our long-standing policy on this subject. 
As recommended by that special committee, our board of directors, February 3, 
1955, reaffirmed our policy as follows: 

“We reaffirm our historical position, approving in principle the objectives and 
purposes of the Reciprocal Trade Agreements Act, granting the President limited 
time and authority to negotiate foreign trade agreements and tariff reductions 
with other nations on a gradual, selective and reciprocal basis, providing such 
legislation incorporates legitimate safeguards for American industries, agri- 
culture, labor, mining, and commerce.” 

This constitutes the sixth such policy action since 1940. 

Although the public hearings on this subject have been concluded, we respect- 
fully request that you have this letter placed in the hearing record. 

Sincerely yours, 
Cari P. Miter, President. 





FOREIGN TRADERS ASSOCIATION OF PHILADELPHIA, INC., 
Philadelphia, Pa., January 27, 1955. 
Re H. R. 1. 
Hon. JERE Cooper, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 


My Dear Mr. Cooper: This association is composed of 426 members engaged 
in export, import, and allied trades. Formed in 1931, it has gained wide reputa- 
tion as a hard-working and public-spirited association. 

At a regular meeting held on January 25, 1955, in the ballroom of the Sylvania 
Hotel in Philadelphia, the following resolution was voted on unanimously by 
approximately 100 members then in attendance: 
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“The Foreign Traders Association of Philadelphia, Inc., is in full agreement 
with H. R. No. 1 extending the Reciprocal Trade Agreements Act for a period 
of 3 years subsequent to June 30, 1955, and strongly urges favorable considera- 
tion and passage of this measure as an aid in the furtherance and development 
of international trade.” 

In taking this action the association is reiterating its stand in favor of liberal- 
izing our foreign trade policy. Ever since the trade agreements program was 
first introduced in 1934, this association has consistently gone on record in favor 
of this legislation. 

We urge your support of H. R. 1. 

Sincerely yours, 
RoLANpD L. Kramer, Secretary. 


Detroit Board OF COMMERCE, 
Detroit, Mich., February 9, 1955. 
Hon. DANIEL J. REED, 
House Ways and Means Committee, 
House Office Building, 
Washington, D. C. 

DerAR CONGRESSMAN REED: Pursuant to the request made by you to Mr. John 
Ray when he testified before the House Ways and Means Committee on January 
24 relative to H. R. 1, we wish to give you the following information: 

The approximate value of manufactured goods in the Michigan Customs Dis- 
trict, including Detroit, is $14 billion. The Detroit area contributes approxi- 
mately $9 billion. Exact figures are difficult to obtain. In 1953, the total ex- 
ported for the Michigan district was approximately $1,070 million. 

The figures relative to how much of this production was exported to Canada 
are not available. They may, however, be obtained from the Bureau of Census, 
Washington, D. C. 

Please accept our apologies for the delay in sending these figures to you. If 
we may be of further assistance to you, please let us know. 

Yours very truly, 
Dovueias H. MUELLER, 
Staff B.recutive. 


JANUARY 31, 1955. 
Hon. JERE Cooper, 
Chairman, House Ways and Means Committec, 
Washington, D. C. 


Dear Mr. Cooper: I have destined my future in international trade and I feel 
that the President’s foreign policy is an economic must for the greatest good 
of this country and that of the world at large. I therefore wish to go on record 
as endorsing this program in full and respectfully urge you and all of the mem- 
bers of your committee to do your utmost to see to it that H. R. 1 of the 84th 
Congress is passed by endorsing the Trade Agreements Extension Act favorably. 

Respectfully, 
CHARLES R. CooK. 

P. S.: Please include my request in the record of the committee. 


NATIONAL ELECTRICAL MANUFACTURERS ASSOCIATION, 
New York, N. Y., February 1, 1955. 
Re H. R. 1. 


Hon. Jere Cooper, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington 25, D. C. 


Dear Str: The telephone equipment section of the National Electrical Manu- 
facturers Association, including Automatic Electric Co., Cook Electric Co., 
Kellogg Switchboard & Supply Co., Leich Electric Co., Reliable Electric Co., 
Stromberg-Carlson Co., and Western Electric Co., Inc., would like to express 
its views regarding H. R. 1, the bill to extend the Reciprocal Trade Act, and 
we request that this letter be included, if possible, as part of the records in con- 
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nections with the Ways and Means Committee’s hearings which are now being 
conducted. 

Attached hereto is a copy of the brief which was directed by this section to 
the United States Tariff Commission on November 15, 1954, with regard to the 
studies which they are making in connection with the Customs Simplification 
Act of 1954. In that brief we outlined in detail the many reasons why the tele- 
phone equipment manufacturing industry is indispensable from a defense 
standpoint, and why no action should be considered or taken which will make 
the industry dependent, to any degree, upon any foreign source of supply which 
cannot be depended upon in any emergency. While the members of this section 
are sympathetic and basically in agreement with our Government’s expressed 
program to foster increased trade with friendly foreign countries through re- 
ciproeal tariff adjustments and other concessions of a mutually advantageous 
nature, we do feel that any action taken in that direction is defendable and 
laudable only up to the point where the security, health, safety, and welfare of 
this Nation is not threatened, United States labor is not deprived of the oppor- 
tunity to work, and United States industry is not seriously injured. 

There are certain industries in this country, including the telephone equipment 
manufacturing industry, which are vital to the defense of the United States, and 
any action taken which would adversely affect their efficiency or capacity would 
certainly boomerang and place our country in a disadvantageous position in 
time of war, disaster, or other national emergency. This fact was recognized in 
the minority report of the Randall Commission, from which we quote: 

“Recognizing that certain industries, particularly public-service industries 
such as transportation, electricity, and gas, and communications are basic to 
the entire economy in both peace and war, any sound policy would consider the 
necessity of insuring that their operation is not dependent upon any foreign 
sources of supply of equipment or maintenance which cannot be depended upon in 
any emergency.” 

The Committe on Economic Development, in their report on United States 
tariff policy, dated November 1954, likewise recognized the principle when they 
stated : 

“The health of key defense industries is likely to be the foremost example of 
a situation where overall economic efficiency becomes of secondary importance.” 

The telephone equipment manufacturing industry has become the nerve cen- 
ter of our entire industrial effort. The products of its manufacturers make pos- 
sible the proper and adequate coordination of this industrial effort through 
the finest and most efficient communications system in the worid, not only during 
peacetimes but, to a more important degree, during times of national emergency. 
When the enemy strikes, communications are truly as important as guns and 
bullets. For reasons detailed in the attached brief, any infiltration of foreign 
communications equipment into our communication system, which is recog- 
nized as being the fastest, most dependable and efficient system in existence 
today, could be disastrous. 

We strongly recommend that the foregoing principle be officially recognized, 
and that suitable protection be written into H. R. 1 to insure that, as specific 
trade agreements and concessions arise, the products of those industries which 
are vital to the security, health, safety, and welfare of this country, and 
particularly the products of the telephone equipment manufacturing industry, 
are not included on any bargaining lists, and that no tariff or other concession 
be made which would facilitate or encourage the importation of such products. 

Yours very truly, 
LESLIE H. WARNER, 
Vice Chairman Telephone Equipment Section. 





NATIONAL ELECTRICAL MANUFACTURERS ASSOCTATION, 
New York 17, N. Y., November 15, 1954. 

Subject : United States Tariff Commission study under the Customs Simplification 

Act of 1954.—Recommendations of the telephone-equipment section of the 

National Electrical Manufacturers Association. 
GENERAL COUNSEL, 

Untrep Srates Tartrr ComMMISSION, 
Washington 25 D. C. 


Dear Str: In accordance with the invitation recently extended to domestic 
producers and other interested parties, the telephone-equipment section of the 
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National Electrical Manufacturers Association, including Automatic Electric 
Co., Cook Electric Co., Leich Electric Co., Kellogg Switchboard & Supply Co., 
Reliable Electric Co., Stromberg-Carlson Co., and Western Electric Co., Inc., beg 
to submit their joint views with regard to the studies which you are currently 
making in connection with the Customs Simplification Act of 1954. 

The group of telephone-equipment manufacturers listed above have for over 
50 years been principal suppliers to the more than 5,000 independent telephone 
companies, as well as to the Bell System, which combined provide this country 
with the finest and most reliable telephone service available in any country of 
the world. In addition, these same companies are major suppliers of com- 
munication equipment to the Armed Forces of the United States. 


RECOM MENDATIONS 


The suggestions which we wish to make are twofold: 

1. We feel very strongly that communications equipment, including telephone 
equipment and apparatus, should be reclassified for tariff purposes. At the 
present time, such equipment is included in a category with X-ray apparatus, 
electric motors and fans, locomotives, furnaces, washing machines and a variety 
of other miscellaneous items which could not, in the wildest flight of the imagi- 
nation, be considered as having any common characteristics or uses. Because 
of the vital importance of communications, both in time of peace and war, equip- 
ment used in this field should have its own separate and distinct category in the 
tariff schedule. 

2. No action should be taken, either in making reclassifications or in negotiat- 
ing agreements with other nations, which will result in any reduction in existing 
tariff rates applicable to communications equipment imported from other 
countries. B 

There are excellent reasons for the foregoing suggestions, and we will elaborate 
on both in the following paragraphs. 


Essentiality of Communications Industry and Need for Protection” 
Attached hereto is a copy of a letter which was dispatched on May 19, 1954, 


by this section of the National Electrical Manufacturers Association, to the 
chairman of the Ways and Means Committee of the House of Representatives, 
and to the chairman of the Finance Committee of the United States Senate. 
That letter covers in detail the importance of communications to the security 
of our country, and the many reasons why the importation of foreign communica- 
tion equipment should not be encouraged or facilitated by reductions in the 
existing tariffs on such equipment or by any other concessions. We can fully 
appreciate that your present deliberations do not include raising or lowering 
tariffs on specific items. However, the facts contained in the attached letter 
will clearly demonstrate the vital urgency of protecting the communications sys- 
tem in the United States, and will substantiate our request for reclassification so 
that problems involving telephone or other communications equipment can be 
dealt with appropriately and not be confused by being mixed with a heterogenous 
group of other products having different uses, backgrounds, and importance. 


Other Countries Protect—Absolutely—Their Communications Equipment Manu- 

facturing Industry 

Although we have elaborated on the point in the attached letter, we should 
like to emphasize at this time, because of its importance, the dangers involved 
in permitting any substantial infiltration of foreign telephone equipment into the 
operating telephone system of the United States. Countries such as Great 
Britain, Germany, Sweden, Holland, and Switzerland, where the telephone- 
operating systems are owned and operated by the Government, and where ampie 
manufacturing facilities exist to supply their telephone-equipment requirements, 
purchase exclusively from their own manufacturers. They are keenly aware of 
the danger of becoming dependent to even a limited extent, on foreign manu- 
facturers for extensions, maintenance or repair parts for their communications 
systems. They know, and we know, that, in time of war, such apparatus and 
parts would not be available from foreign sources for obvious reasons. It has 
been truly said that, in time of war, disaster, or national emergency, a country’s 
defense is only as effective as its communications facilities, and any breakdown 
or lowering of efficiency in the latter can only result in most serious conse- 
quences. As of now, no other nation has communications facilities comparable 
toours. That picture could change, but we must not permit it. 
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Clear classification of communications equipment is absolutely necessary to 
avoid serious effects which could result from casual trading 


It is common knowledge that, in the months ahead, multilateral trade nego- 
tiations are going to materialize, and that efforts are going to be made to reduce 
tariff rates on a fairly broad seale. Tariff classifications, as they now exist, 
could, and undoubtedly will, be confusing to those delegated the authority to 
negotiate. Telephone equipment must not be on the list for casual trading, nor 
should it be included in any tariff classification with any equipment of a dis- 
similar nature, or with any type of equipment that can be included in tariff 
concessions without serious repercussions to the security, health, welfare, and 
safety of the United States. 

It is respectfully requested that you agree to create a new tariff classification 
for communications equipment, without reducing existing tariff rates on such 
equipment. This is a logical move and one which could only be beneficial to all 
concerned. If further details are required, we will be very glad to supply you 
with facts in writing or at the oral hearings which will be held in due course. 

Yours very truly, 
JOHN Brown COOK, 
Chairman, Telephone Equipment Section. 


May 19, 1954. 
Subject: The relation of the telephone-equipment manufacturers in the United 
States to the security, health, safety, and welfare of this country. 


Hon. DANteL BE. REEp, 
Chairman, Ways and Means Committee, 
House of Representatives, F 
Washington, D. C. 


My Dear Mr. Reep: The telephone-equipment section of the National Electri- 
cal Manufacturers Association, including Automatic Electric Co., Cook Electric 
Co., Kellogg Switchboard & Supply Co., Leich Electric Co., North Electric Man- 
ufacturing Co., Reliable Electric Co., Stromberg-Carlson Co., and Western Elec- 
tric Co., Inc., beg to submit their joint views on the above subject. 

It is common knowledge that careful consideration is currently being given 
by our Government to substantial changes in the foreign-trade policy of the 
United States, and that in an effort to foster a greater degree of free-trade 
than now exists, an effort is being made to delegate to the President broad powers 
under the Trade Agreement Act to enter into multilaterial negotiations for 
the purpose of reducing tariff rates, simplifying customs procedures, and the 
streamlining of valuation for duty purposes. 

It is certainly not our intent to argue against the desirability of increasing 
the volume of our trade with foreign countries provided it can be accomplished 
through reciprocal tariff adjustments and other concessions of a mutually ad- 
vantageous nature. However, the attempt to assist other nations, by helping 
them to sell more of their products in this country is laudable only up to the 
point where American industry is not seriously injured, American labor is 
not deprived of the opportunity to work, and the health, general welfare, and 
security of the Nation are not threatened. In considering possible tariff re- 
duction and other concessions, those who are delegated the authority to make 
the decisions should under no circumstances think in terms of averages, or 
across-the-board reductions, but should make careful studies of each individual 
situation and let their considered ultimate action in each case be based upon 
the circumstances involved and the effect of such action on our economy. It 
is not necessary for us to state, or attempt to prove, the obvious fact that 
whereas a tariff reduction on one item might be advantageous to all concerned, 
or of minor inconvenience to a segment of our population, a similar reduction 
in some other item might have most serious consequences, not only to many 
thousands of American workmen but to the Nation as a whole in times of war, 
disaster, or other national emergencies. 

From the standpoint of the communication industry of the United States, we 
feel that it would be a major mistake to open this market to the foreign manu- 
facturers of communication equipment by making any reductions in our existing 
tariffs. In making this statement, a number of irrefutable facts have been taken 
into consideration, which facts we will comment upon below. 

In the first place, there could be no real reciprocity. The principal foreign 
manufacturers of communications equipment who would benefit from reduced 
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United States tariffs are located in Great Britain, Germany, Sweden, Holland, and 
Switzerland. In all of those countries, the operating telephone systems are 
owned and controlled by the local governments, who give complete protection to 
their local manufacturing industries. It has been impossible for United States 
communications-equipment manufacturers to sell to the operating telephone sys- 
tems in those markets, and even if the foreign governments involved made a ges- 
ture of reducing their import tariffs to facilitate future sales, it would actually 
be only a gesture as the government agencies who control the operating telephone 
systems and their purchasing policies would certainly not give serious considera- 
tion to purchasing any equipment from abroad which could be supplied from local 
sources. 

In contrast to the foregoing, there are in the United States over 5,000 operat- 
ing telephone companies, none of which are Government owned or controlled, 
and all of which are completely free to purchase equipment from any source, 
domestic or foreign. Foreign manufacturers, with their extremely low wage 
rates, currency manipulations, and well-entrenched policies of subsidies in many 
forms, are in position to compete for such business on terms which would be 
virtually impossible, under existing conditions, for United States manufacturers to 
meet. As a matter of fact, most foreign countries are dollar hungry, and have 
urgent requirements for dollar exchange to pay for raw materials, military equip- 
ment, and manufactured products not available from local sources. To secure 
dollars, they would be most happy to attempt to penetrate a new lucrative market 
at completely uneconomic price levels. From their standpoint, to obtain substan- 
tial orders from the United States at actual cost, or at a price which would give 
them no profit but which would enable them to recover their cost of raw materials, 
labor, and a part of their overhead, would be considered most attractive and de- 
sirable business. The effect of such unfair competition on United States manu- 
facturers requires no elaboration. 

To the idealistically minded economist, unlimited free competition might ap- 
pear to provide incentive for the production of better machines, processes and 
products, and to be a beneficial situation for the public. That might be true if 
all manufacturers could have the same basic manufacturing conditions, govern- 
mental selling assistance, et cetra. However, as previously indicated, foreign 
manufacturers would, in the situation under consideration, have tremendous 
and unfair advantages over our domestic manufacturers. 

It is also most important to consider the basic facts on the question of quality. 
There is no other country in the world where communication facilities are as 
good, fast or dependable as they are in this country. This has to a large extent 
been made possible by the extremely high standard of quality and precision work- 
manship set by our manufacturers, which high standards are not generally found 
in the products of our foreign competitors who, in designing their equipment, are 
more concerned with the problem of meeting the heavy competition in export 
markets, moneywise, than in providing the utmost in perfect service. The infil- 
tration of substandard foreign equipment into our nationwide system could only 
result in poorer service, a deterioration of overall efficiency, and eventual prob- 
lems of tremendous magnitude and importance to our economy. 

In addition to the question of mixing quality and nonquality equipment and 
apparatus, there is the vital question of obtaining equipment to expand existing 
systems, to maintain such systems, or to replace a part or all of such systems 
under disaster conditions or in time of national emergency. Prior to 1939, a 
majority of the operating telephone companies in Latin America were equipped 
with telephone-switching equipment supplied by European firms. A few were 
equipped, at least partially, with equipment manufactured in the United States. 
When hostilities began in 1939, the supply of materials for expansion, main- 
tenance, and repair were progressively shut off from the European factories, 
not only because the local factories in England, Germany, Sweden, et cetra 
needed all of their facilities for pressing local requirements, but because it be- 
came physically impossible to make deliveries under war conditions. The South 
American operating companies immediately turned to the United States for 
their requirements, and while some small relief could be given, it was impossible 
to provide a complete service of materials and supplies for maintenance and re- 
pairs as the United States manufacturers were not tooled up to furnish the 
thousands of small parts required in a telephone system of foreign design. Also, 
under the then-existing conditions, toolmakers and machine capacity were at a 
premium for our own defense requirements, and it was not economically or com- 
mercially feasible to allocate any part of our capacity to any such end use except 
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in special high-priority situations with vital defense implications. ‘The result 
was that the efficiency of such foreign installations rapidly deteriorated, many 
became substantially inoperative and many were forced to cannibalize some seg- 
inents of their systems in order to keep the balance in operation. In time of 
war, disaster, or national emergency, a country’s defense can truly be said to be 
only as effective as its communications facilities, and any break-down or lowering 
of efficiency in the latter can result in most serious consequences. 

In the continental limits of the United States today there are slightly over 600 
individual suppliers who manufacture some of the many thousands of items used 
in the telephone business, and currently supply its day-to-day requirements. 
These suppliers are all motivated by a high sense of public duty and requirement, 
and recognize an unusual interdependence in the manufacture and supply to the 
industry. Many are dependent for their end product on other manufacturers to 
the industry, so that each bears an important relationship to the other. In addi- 
tion, the major manufacturers have established warehouses throughout the Na- 
tion wherein they maintain stocks of materials to meet the normal and abnormal 
needs of the operating telephone companies. This not only provides rapid and 
dependable service, but makes it unnecessary for operating companies to carry 
more than a minimum of maintenance and repair parts. This, in turn, provides 
economies for the operating telephone companies which is reflected in lower rates 
for their subscribers. A substantial infiltration of foreign equipment could grad- 
ually disrupt this smooth-working and efficient system of supply, which has given 
this Nation the best and most dependable telephone system on earth. 

The minority report of the Randall Commission stated, and we quote: 

“Reeognizing that certain industries, particularly public-service industries such 
as transportation, electricity, and gas, and communications, are basic to the entire 
economy in both peace and war, any sound policy should consider the necessity 
Of insuring that their operation is not dependent upon any foreign sources of 
supply of equipment or maintenance which cannot be depended upon in any 
emergency.” 

We agree with and endorse the foregoing conclusion in its entirety. It is un- 
thinkable that the United States should ever get into the position where it is 
dependent, even to a limited degree, on a foreign source for the service and ex- 
pansion of its communcation system. Even if the source be physically available, 
actual supply under emergency conditions would depend upon the decision of a 
foreign government on the relative value of supplying our needs rather than their 
own at a time when total demands always exceed total available supply. If the 
source be physically unavailable, due to such emergency conditions, the only solu- 
tion would be to divert searce and skilled personnel in this country to the design 
and production of tools at the precise period when experience shows that such 
skills are a major bottleneck to the overall economic and military effort. 

The United States has the largest and most progressive telephone-manufac- 
turing capacity in the world. To willfully permit the introduction of equip- 
ment of foreign manufacture into its operating communications system and thus 
jeopardize its operations can scarcely be considered in accord with the na- 
tional welfare, especially when ample manufacturing capacity exists in this 
country to handle all normal requirements. 

It is difficult in a short presentation of this kind to more than mention the 
various points involved. However, we have much more detailed information 
at our disposal, and would be happy to either augment or substantiate any aspect 
of the situation. 

In conclusion, the position of the manufacturers comprising the telephone 
equipment section of the National Electrical Manufacturers Association may 
be summarized as follows: Experience acquired during World War II has shown 
conclusively the folly of Western Hemisphere countries relying upon European 
sources for equipment and supplies to maintain and/or expand their tele- 
communications systems during war conditions. Tariff action to encourage 
the entry of foreign telecommunication equipment to the United States during 
peacetimes would not only be detrimental to both our domestic telecommunica- 
tions manufacturers and labor force now, but might threaten seriously the 
ability of our native communication industry to duplicate in future emergencies 
their magnificent achievements during the crises of World War II. Prudence 
and sound judgment dictate that Congress should not consider tariff reductions 
for this industry. Instead, they should take steps to implement the recommenda- 
tions included in the minority report of the Randall Commission which stated 
in effect that since public-service industries, including communications, are basic 
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to the entire economy in both peace and war, any sound policy should consider 
the necessity of insuring that their operation is not dependent upon any foreign 
sources of supply of equipment or maintenance which cannot be depended upon 
on any emergency. 

Very truly yours, 


JoHN Brown Cook, 
Chairman, Telephone Equipment Section. 


TARIFFS PROTECT REVENUES 


Tariffs average 5 percent of the landed cost of imports, a large portion of 
which are free of duty. The average direct and indirect taxation of 100 percent 
domestic production is approximately 25 percent of the consumer cost. The 
domestic tax trade barrier is 500 percent of the much condemned tariff barrier 
to foreign trade. 

The differential between the 5 percent foreign trade barrier and the domestic 
average 25 percent tax trade barrier is a subsidy granted foreign enterprise. 
The trade not aid propaganda demanding access to our markets on equal terms 
with our business interests is a subtle maneuver to attain the maximum subsidy 
through free trade. 

The differential acts as a lever in the hands of foreign interests to manipulate 
the value of our money compared with foreign money. The effects of this manipu- 
lation and exploitation are not limited to foreign trade for it operates against 
our interests in the categories of prices, wages, and revenues. 

A realistic and scientific tariff for protection and revenue ought to protect 
domestic prices and wages on our elected level in our self interest and insure 
the Government’s share of each dollar transaction in the average amount of 
domestic taxation, applying to all competitive imports. Noncompetitive imports 
ought to be on the duty-free list. 

The first tariff enacted by the first Congress was designed to regulate the value 
of our money with foreign money. Every subsequent tariff law has had that 
same end effect. In our time of fiat money it is the sole remaining monetary 
control. The tariff is and always has been a monetary devise. How will Con- 
gress discharge its constitutional trusteeship over the regulation of the value 
of our money with foreign money except by enactment of tariff legislation? The 
delegation of this power and duty to the executive department of the Govern- 
ment, where it has become a pawn in world politics, is not a discharge of the 
vital trusteeship in the public interest. 

In 1937 we admitted 50,000 Canadian cattle under the terms of the Reciprocal 
Trade Agreements Act. The imports broke domestic cattle values an average 
$2.50 per hundredweight extending to an average $25 per head for all cattle mov- 
ing to market. The loss to domestic producers far exceeded the value of the 
imports. The Government’s share of the cattle producers profits was finessed 
by that action and this loss of revenues far exceeded the value of the imports. 
The revenue losses extended still further. The then approximately 85 million 
cattle population shrunk in value accordingly. Cattle producers were able to set 
up the loss in income-tax accounting as a paper loss even though the bulk of 
our cattle did not, move into the depreciated market. The cattle industry is 
now faced with a repetition in the admission of some 300,000 Mexican cattle, 
augmenting the domestic cattle-surplus inventory. The resulting revenue losses 
will exceed the value of Mexican reciprocal trade even if the Mexicans spend 
all the export proceeds in our markets. 

In 1948 ECA Chairman Paul G. Hoffman bought $250 million worth of Ca- 
nadian wheat to give to the British. As a result the Empire got both the wheat 
and our money. At that time we had a carryover and new crop total of approxi- 
mately 1 billion bushels of wheat. The impact in the speculative markets resulted 
in a loss of 50 cents per bushel applying to the billion-bushel inventory, and 
set up an income-tax loss offset against other profits in the approximate amount 
of $500 million. International competition with national trade always con- 
tracts Federal revenues more than the value of the competitive goods. 

Had Hoffman bought our wheat it is presumed the market would have advanced 
wheat values at least 50 cents setting up $500 million of profits subject to income- 
tax liability. Total Treasury impacts from the wheat deal include the $250 mil- 
lion paid the Canadians, the lost revenues due to $500 million contraction in 
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wheat inventory values and the potential revenues from $500 million of bypassed 
wheat profits for a grand total of $1.250 billion of potential tax base. Normal 
revenues, in 1948, at the average income-tax rate of 15 percent extend to a loss to 
the Government of $187.5 million. And Hoffman justified the deal on the 
grounds he saved the American taxpayers $5 million in the purchase of cheaper 
foreign wheat. : 

When we build up any type of inventory, in excess of demand, we cheapen do- 
mestic values contracting revenues. Surpluses are accumulated by excessive 
production, competitive imports including fereign purchases for foreign deliveries 
and in ratio to underconsumption due to contracted buying power. 

Another illustration of typical internationalist thinking was demonstrated by 
Mr. Hoffman. After having invested a sizable amount of our tax dollars in for- 
eign economic rehabilitation, while ECA Chairman, he proposed we open the do- 
mestic market to his beneficiaries. He suggested contracts with foreign pro- 
ducers for importation of large amounts of competitive goods. He asked for the 
inclusion of an escalator clause in the contracts to adjust prices upward in event 
of unavoidable or unforeseen increases in foreign production costs. This pro- 
posal for a reverse tariff against our interests was made by the foremost Amer- 
ican advocate of free-trade tariff eradication, whose energies are constantly used 
in opposition to tariff protection for American prices, wages, profits, and reve- 
nues, 

Under the leadership of Paul G. Hoffman the Committee for Economie Devel- 
opment made the first suggestion for sliding-scale commodity prices supports, 
in 1945. The following are quotations from their pamphlet Agriculture in an 
Expanding Economy: “American farmers will hold their own in the world mar- 
kets with those products for which the cost of production permit them to meet 
world prices. We should anticipate we will not hold, over the years, a large vol- 
ume_of export trade in commodities for which artificially high domestic prices are 
maintained ; this suggests that consideration should be given to fixing the guar- 
anteed prices on a sliding scale, with the guaranteed prices declining from period 
to period as its adjustment purpose is effected.” 

The adjustment purpose is the adjustment of commodity price supports in har- 
mony with collapsing commodity values in a move to make supports ineffective. 
The international exploiters, manipulators, and speculators lost their former 
domination over domestic commodity values following enactment of high price 
supports. 

The sliding-scale scheme was a move to recapture lost controls for the foul 
purpose of reducing our values to world levels which would inevitably extend to 
operating losses, contracted farm buying power, and the liquidation of farmer- 
source revenues, 

Any commodity price level that fails to establish the national average of tax 
liability is not in the public interest. It is the only known method for the Gov- 
ernment to collect its share of each annual crop production. If the $180 billion 
agricultural industry is rendered tax-free to whom will the burden be shifted? 

For years agricultural imports, a large percentage being competitive imports, 
have exceeded exports in dollar yolume. The real problem is not more export 
markets but the maximum opportunities for trade in the domestic market. The 
domestic values computed in our interest to include farmer operating profits, 
high-level buying power and a national average tax liability are branded as arti- 
fically high and so they are in comparison with the artificially low world-level 
values manipulated by the have-not nations in self-interest. 

The annual agricultural production averages 70 percent of all our new wealth 
raw-material production from which all our wealth originates. 

Farm commodity production is relatively constant year after year when 
measured by bulk and weight, with only the value fluctuating and then only 
under influence of speculation. High support policy stabilizes values in harmony 
with production volume. 

The annual form commodity production serves the people in two ways. It 
provides food, clothing, beverage, and tobacco raw materials and the very essen- 
tial, to our service capitalism, introduction of new-wealth dollars into the 
national economy. 

Nonfarmers cannot earn or spend and the Government cannot tax a dollar the 
farmer fails to realize because of price disparities even though it may have 
actually been earned in production. Cheap commodity prices exploit every one 
of our citizens and the their Government out of much-needed dollars. The ortho- 
dox internationalistic theory that cheap commodities benefit consumers is dis- 


proved by the truth regarding the actual and natural operation of the national 
economy. 
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Essential imports of noncompetitive goods averages 3 percent of the national 
income so to all intent and purpose our economy is 97 percent self-sufficient with 
97 percent of our people dependent on the benefits of domestic trade values for 
individual buying power. The interantionalists like to reason that foreign 
trade amounts to an average 6 percent of the national income including the 
exports of our goods or money in payment for the essential imports. But as 
the latter must be earned in the domestic economy it is distinctly nationalistic 
endeavor. The average 97 percent domestic trade constitutes the domestic 
mass market for exchange of goods and services. The economic problems of 
97 percent of our business are wholly monetary problems that must be solved 
by intelligent price, wage, tariff, and tax rates computed in our interest to the 
exclusion of foreign designs. 

Some 50 percent of our population live in towns under 10,000 population, where 
the principal trade is farm-service trade, and on adjoining farms. The buying 
power of this first turn 50 percent of our mass market rises and falls with the 
fluetation in farm commodity prices. Farm income is therefore the barometer 
of gross national income. The importance of stabilized farm commodity values 
must not be discounted. They are the factor of national solvency and prosperity. 

The theory of all internationalists that we cannot afford the costs of 100 per- 
cent of parity farm commodity price suports fails utterly to evaluate the Federal 
tax revenues to be derived from this nationalistic policy. Gross farm income 
arising from the application of par price suports to our annual gross farm com- 
modity production will amount to an estimated $40 billion. It will also endow 
the farmers with the national averages 25 percent Federal tax liability generat- 
ing a huge $10 billion revenue. | 

Just 1 year of maximum farmer revenues will finance the costs of management 
(including nonsalvage disposal if necessary) of our accumulated commodity sur- 
pluses, said to amount to $7 billion and still leave the Government a profit from 
the business. This is the nationalistic solution and it affords a more hopeful 
prospect than the internationalistic solution of such cheap values farmers are 
finessed out of tax liability throwing the cost of surplus management on the 
shoulders of nonfarmer taxpayers. If par commodity values are projected into 
future our small annual percentages of surplus production (management) can be 
financed from a minor portion of the revenues arising from that identical pro- 
duction. Every American will benefit in direct proportion to his stake in treas- 
ury balances. And that stake is now as high as his average food bill. 

Farmer’s source revenues from prices at parity levels are not the limit of 
rewards for economic justice for agriculture. After the farmers spend the 
newly found dollars they will continue circulating in the national economy to 
pay for still more goods, services, and tax bills. 

A national business journal recently forecast farm owner buying power at 
$37.24 per week, predicated upon current average 87 percent of parity farm com- 
modity values, compared with average factory worker buying power estimated at 
$61.37 per week. This differential of 67 percent in favor of the nonfarmer is 
a greater trade barrier than all previous tariffs added together considering 
it’s dislocation of the domestic 97 percent of our total business. With the admin- 
istration farm commodity price-support policy aimed at an average of 75 percent 
of parity by 1956 we must anticipate a business recession for 1955, in ratio to 
87 percent of parity farm buying power extending to a depression in 1956 when 
the lower supports still further contract the farm market. 

All history including economic history repeats itself. The factors of the 1928-30 
depression are being duplicated; high average employment, a stock-market 
boom and an everincreasing disparity between farm values and those of all other 
Americans. As the farm market disemployes nonfarmer workers in ratio to 
underconsumption buying power farm surpluses are augmented by nonfarmer 
underconsumption of farm commodities. The downward cycle of business stagna- 
tion undermining all values with resultant income and capital asset losses points 
to private and public bankruptcy. 

The Government’s credit based on very high revenue collections will become 
impaired by collapse of farm values extending to sharp contraction in farmer’ 
buying power certain to adversely effect the whole economy. Revenues wi! , “ey 
up and the Government forced to deficit financing on a large scale. Inx the Miter 
Government securities will be obliged to dump them on the ma>7¥Uld have been 
funds to meet demands for dollars. This liquidation will hav~" Presented, except 
fluence on our fiat currency further damaging Governme ,Will not be submitted. 
of the early 1930's will be repeated for the same unde~*"! Of our population is far 
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wheat inventory values and the potential revenues from $500 million of bypassed 
wheat profits for a grand total of $1.250 billion of potential tax base. Normal 
revenues, in 1948, at the average income-tax rate of 15 percent extend to a loss to 
the Government of $187.5 million. And Hoffman justified the deal on the 
grounds he saved the American taxpayers $5 million in the purchase of cheaper 
foreign wheat. ‘ 

When we build up any type of inventory, in excess of demand, we cheapen do- 
mestic values contracting revenues. Surpluses are accumulated by excessive 
production, competitive imports including foreign purchases for foreign deliveries 
and in ratio to underconsumption due to contracted buying power. 

Another illustration of typical internationalist thinking was demonstrated by 
Mr. Hoffman. After having invested a sizable amount of our tax dollars in for- 
eign economic rehabilitation, while ECA Chairman, he proposed we open the do- 
mestic market to his beneficiaries. He suggested contracts with foreign pro- 
ducers for importation of large amounts of competitive goods. He asked for the 
inclusion of an esealator clause in the contracts to adjust prices upward in event 
of unavoidable or unforeseen increases in foreign production costs. This pro- 
posal for a reverse tariff against our interests was made by the foremost Amer- 
ican advocate of free-trade tariff eradication, whose energies are constantly used 
in opposition to tariff protection for American prices, wages, profits, and reve- 
nues. 

Under the leadership of Paul G. Hoffman the Committee for Economie Devel- 
opment made the first suggestion for sliding-scale commodity prices supports, 
in 1945. The following are quotations from their pamphlet Agriculture in an 
Expanding Economy: “American farmers will hold their own in the world mar- 
kets with those products for which the cost of production permit them to meet 
world prices. We should anticipate we will not hold, over the years, a large vol- 
ume of export trade in commodities for which artificially high domestic prices are 
maintained; this suggests that consideration should be given to fixing the guar- 
anteed prices on a sliding scale, with the guaranteed prices declining from period 
to period as its adjustment purpose is effected.” 

The adjustment purpose is the adjustment of commodity price supports in har- 
mony with collapsing commodity values in a move to make supports ineffective. 
The international exploiters, manipulators, and speculators lost their former 
domination over domestic commodity values following enactment of high price 
supports. 

The sliding-scale scheme was a move to recapture lost controls for the foul 
purpose of reducing our values to world levels which would inevitably extend to 
operating losses, contracted farm buying power, and the liquidation of farmer- 
source revenues. 

Any commodity price level that fails to establish the national average of tax 
liability is not in the public interest. It is the only known method for the Gov- 
ernment to collect its share of each annual crop production. If the $180 billion 
agricultural industry is rendered tax-free to whom will the burden be shifted? 

For years agricultural imports, a large percentage being competitive imports, 
have exceeded exports in dollar volume. The real problem is not more export 
markets but the maximum opportunities for trade in the domestic market. The 
domestic values computed in our interest to include farmer operating profits, 
high-level buying power and a national average tax liability are branded as arti- 
fically high and so they are in comparison with the artificially low world-level 
values manipulated by the have-not nations in self-interest. 

The annual agricultural production averages 70 percent of all our new wealth 
raw-material production from which all our wealth originates. 

Farm commodity production is relatively constant year after year when 
measured by bulk and weight, with only the value fluctuating and then only 
under influence of speculation. High support policy stabilizes values in harmony 
with production volume. 

The annual form commodity production serves the people in two ways. It 
provides food, clothing, beverage, and tobacco raw materials and the very essen- 
tial, to our service capitalism, introduction of new-wealth dollars into the 
national economy. 

Nonfarmers cannot earn or spend and the Government cannot tax a dollar the 
farmer fails to realize because of price disparities even though it may have 
actually been earned in production. Cheap commodity prices exploit every one 
of our citizens and the their Government out of much-needed dollars. The ortho- 
dox internationalistic theory that cheap commodities benefit consumers is dis- 
proved by the truth regarding the actual and natural operation of the national 
economy. 
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Essential imperts of noncompetitive goods averages 3 percent of the national 
income so to all intent and purpose our economy is 97 percent self-sufficient with 
97 percent of our people dependent on the benefits of domestic trade values for 
individual buying power. The interantionalists like to reason that foreign 
trade amounts to an average 6 percent of the national income including the 
exports of our goods or money in payment for the essential imports. But as 
the latter must be earned in the domestic economy it is distinctly nationalistic 
endeavor. The average 97 percent domestic trade constitutes the domestic 
mass market for exchange of goods and services. The economic problems of 
97 percent of our business are wholly monetary problems that must be solved 
by intelligent price, wage, tariff, and tax rates computed in our interest to the 
exclusion of foreign designs. 

Some 50 percent of our population live in towns under 10,000 population, where 
the principal trade is farm-service trade, and on adjoining farms. The buying 
power of this first turn 50 percent of our mass market rises and falls with the 
fluetation in farm commodity prices. Farm income is therefore the barometer 
of gross national income. The importance of stabilized farm commodity values 
must not be discounted. They are the factor of national solvency and prosperity. 

The theory of all internationalists that we cannot afford the costs of 100 per- 
cent of parity farm commodity price suports fails utterly to evaluate the Federal 
tax revenues to be derived from this nationalistic policy. Gross farm income 
arising from the application of par price suports to our annual gross farm com- 
modity production will amount to an estimated $40 billion. It will also endow 
the farmers with the national averages 25 percent Federal tax liability generat- 
ing a huge $10 billion revenue. 

Just 1 year of maximum farmer revenues will finance the costs of management 
(including nonsalvage disposal if necessary) of our accumulated commodity sur- 
pluses, said to amount to $7 billion and still leave the Government a profit from 
the business, This is the nationalistic solution and it affords a more hopeful 
prospect than the internationalistic solution of such cheap values farmers are 
finessed out of tax liability throwing the cost of surplus management on the 
shoulders of nonfarmer taxpayers. If par commodity values are projected into 
future our small annual percentages of surplus production (management) can be 
financed from a minor portion of the revenues arising from that identical pro- 
duction. Every American will benefit in direct proportion to his stake in treas- 
ury balances. And that stake is now as high as his average food bill. 

Farmer’s source revenues from prices at parity levels are not the limit of 
rewards for economic justice for agriculture. After the farmers spend the 
newly found dollars they will continue circulating in the national economy to 
pay for still more goods, services, and tax bills. 

A national business journal recently forecast farm owner buying power at 
$37.24 per week, predicated upon current average 87 percent of parity farm com- 
modity values, compared with average factory worker buying power estimated at 
$61.37 per week. This differential of 67 percent in favor of the nonfarmer is 
a greater trade barrier than all previous tariffs added together considering 
it’s dislocation of the domestic 97 percent of our total business. With the admin- 
istration farm commodity price-support policy aimed at an average of 75 percent 
of parity by 1956 we must anticipate a business recession for 1955, in ratio to 
87 percent of parity farm buying power extending to a depression in 1956 when 
the lower supports still further contract the farm market. 

All history including economic history repeats itself. The factors of the 1928-30 
depression are being duplicated; high average employment, a stock-market 
boom and an everincreasing disparity between farm values and those of all other 
Americans. As the farm market disemployes nonfarmer workers in ratio to 
underconsumption buying power farm surpluses are augmented by nonfarmer 
underconsumption of farm commodities. The downward cycle of business stagna- 
tion undermining all values with resultant income and capital asset losses points 
to private and public bankruptcy. 

The Government’s credit based on very high revenue collections will become 
impaired by collapse of farm values extending to sharp contraction in farmer 
buying power certain to adversely effect the whole economy. Revenues will dry 
up and the Government forced to deficit financing on a large scale. Investors in 
Government securities will be obliged to dump them on the market to obtain 
funds to meet demands for dollars. This liquidation will have an unsettling in- 
fluence on our fiat currency further damaging Government credit. The history 
of the early 19380’s will be repeated for the same underlying reasons. 
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The only chance to escape disaster is in repudiation of the internationalistic 
schemes for free trade and lowering domestic farm commodity values to the 
world level; by adopting nationalistic policies slanted in our self-interest for 
the management of the domestic 97 percent of our commerce. 

Recent international propaganda has been pitched to the theme of combating 
communism by a free trade new front in the cold war. Any theories that free- 
trade policies oppose communism is disproved bv history. All of the worlds free- 
trade nations have or will soon have some type of Marxian political administra- 
tion. The old colonial empires missed their chance for survival by failure to 
adopt service capitalism with its virtues of equitable raw-material prices and 
wages as the basis for high consumption buying power. Instead they chose the 
evils of exploitation capitalism making economic slaves and peons of the people 
they ought to have lead to high standards of life. As a result they have reaped 
a harvest of political disloyalty and to a large extent lost their empires. Appar- 
ently our internationalists learn nothing from history because they now profess 
to believe they can combat the spread of communism in imitation of the poli- 
cies that lead to its conception and worldwide advances. It is a theory tanta- 
mount to fighting fire with gasoline. 

Communism can be combatted with honest administration of service capitalism 
but never with exploitation capitalism. An economic malady will never be 
cured by the virus that caused the disease in the first place. Any such quack 
treatment can only serve to spread the disease throughout the United States. 

The sound basis for expansion of all trade, including foreign trade, is in an 
equitable distribution of the national income among the several groups in the 
national economy on the mathematical basis of par exchange values in order 
to underwrite consumer buying power, the whole operation managed to insure an 
adequate flow of revenues into Treasury balances. 

Trade reciprocity will not be fostered by tax subsidies and price and wage 
disparities. Exploitation trade is not and never can become reciprocal trade. 
Monetary manipulation is no instrument of reciprocity. The Congress can set 
up the world’s largest demonstration of reciprocal trade in the domestic average 
97 percent of our commerce. All that is required is a 100-cent dollar for all 
Americans. Politicians have frequently given lipservice to par exchange values 
for farmers. Parity is fair because it is computed on nonfarmer values. But 
politicians have never legislated parity. They have gone as high as 90 percent 
of parity which gives nonfarmers a 10 percent advantage in selling in the first 
turn 50 percent of our mass market. Recent legislation sets up fluctuating price 
supports with a 75 percent of parity floor. It permits a 25 percent range for 
manipulation of the farm dollar. Free trade and fluctuating commodity price 
supports are the brain children of the internationalists. They are required 
policies if service-capitalism is to be destroyed in favor of exploitation-capitalism 
without submitting the issue to public debate and referendum. 

The principles of free-trade and parity conflict. The former is an instrument 
of exploitation while the latter is the instrument of economic stability for 
prices, wages and revenues. 

International free-trade propaganda emphasizes by frequent repetition the 
slogans of efficiency and the law of supply and demand. Definitions have oppo- 
site meanings when related to service-capitalism and exploitation-capitalism. 
To the internationalist an efficient price or wage rate is a cheaper value that 
can be utilized in exploitation tactics for private profits even though it might 
undermine price, wage and revenue stability. To the nationalist efficiency means 
the most useful measure of value in the public interest. An American value 
cannot be efficient if it fails to insure equitable buying power and adequate reve- 
nues. The internationalists believe the law of supply and demand sets up world 
supplies against our domestic demands; while thhe nationalists believe it sets 
up domestic supplies against domestic demands. There is also confusion over 
the meaning of free enterprise as related to world trade and domestic trade. In 
the national economy free-enterprise trade is conducted without breach of the 
laws regulating commerce, prices, wages, taxes and certain ethics developed 
from customs. International free enterprise is looked upon as a license to com- 
mit legal piracy by exploitation of both buyer and seller through manipulation 
of exchange values in trade which manages to avoid payment of taxes com- 
parable to those paid by domestic enterprise on the dollar volume displaced by 
the competitive imports. 

We, the people of the United States, 6 percent of the world’s population, do 
45-50 percent of the world’s business as measured in dollars, a constant average 
of 97 percent among ourselves. This demonstration ought to merit continued and 
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united political support. Instead our tories and the administration of our 
Government want us to change our system to harmonize with that of the foreign 
94 percent of the world population, in spite of the demonstrated failure of that 
system to provide the world population a satisfactory standard of living and 
political tranquility. 

Our trade limitations are circumscribed by domestic buying power and the 
saturation point in consumption. We must consume all we produce plus the im- 
ports to enjoy economic health. There is no possibility of 6 percent of the world 
population being able to consume all the free-trade goods that will flow into 
the world’s highest priced market. Free-trade competitive imports adding to 
domestic supplies and expanding price and wage disparities will result in such 
a sharp contraction in domestic buying power we shall not be able to consume 
our own products. 

The internationalists do not really need our 6 percent per capita markets. 
They should bend their energies toward conversion of the 94 percent per capita 
world markets from exploitation-capitalism and communism to service-capital- 
ism. That program would be a more intelligent contribution to world peace 
and security than conversion of our service-capitalism to the exploitation-cap- 
italism that is a demonstrated failure. 

The British invented the instrumentalities of capital-exploitation in the 
orthodox law of supply and demand that set up world supplies against British 
demands and the theory of maximum price efficiency to cheapen the cost of 
what they:must buy on the world markets. Their system deprived the Empire 
population of the requisite buying power to underwrite a dynamic and expand- 
ing Empire economy. 

Adam Smith in Wealth of Nations published in 1776, said “man’s self- 
interest is God’s providence.” He believed that if governments abstained from 
interfering with free competition, industrial problems would work themselves 
out and the practical maximum price efficiency would be reached. This is the 
orthodox explanation of the free trade-capital exploitation philosophy that 
created the environment of poverty at home and abroad, that became the incu- 
bator of Marxian war on capitalism. The answer to exploitation-capitalism is 
not political slavery but service-capitalism with its virtues of equitable prices 
and wages underwriting the degree of buying power required for maximum 
consumption. That is the true explanation of maximum price efficiency. At 
one time the British Empire had more natural resources and population than 
the United States. If the British had adopted the service-capitalism phi- 
losophy there is every reason to believe we could have escaped socialism or 
communism and that the British could have prospered down through the years. 

Despite our demonstration of the success of service-capitalism each genera- 
tion of future political, business, labor, farm and editorial leaders have been 
taught free-trade courses as sound American doctrine in our schools of higher 
learning, often directly from the pages of Wealth of Nations. Our profes- 
sional economists are universally free traders who subscribe to the tenets of 
maximum price efficiency and exploitation trade and who advocate policies 
sure to exploit our prices, wages and revenues. When called upon to advise 
the Government they advocate the same policies that reduced the British to 
impotency. It is a safe assumption that 100 percent of our educated people 
have been brainwashed in the theories of free-trade price efficiency and the 
inevitable adoption of capital-exploitation by us. Instead of teaching the truth 
about exploitation-capitalism, service-capitalism and socialism our colleges and 
universities teach the untruths of free trade and socialism as alternative eco- 
nomic philosophies. The underlying truths of our natural nationalistic service- 
capitalism, abundantly demonstrated by our economic expansion, are deplored 
by the academicians as odious isolationism. 

The tory apparatus in the United States is comprised of many fronts all 
directing an harmonious barrage of propaganda toward the people and Congress 
designed to condition the minds of our citizens to conversion to international 
policies as a necessary adjunct to social and economic progress. The prop- 
aganda of words has never been supported by facts and figures because they 
would disprove the whole proposition. If a balance sheet proved the inter- 
nationalists’ thesis it would have been submitted long since, and would have been 
accepted on the basis of truth. The fact that it has not been presented, except 
it mathematically prove nationalistic policy, proves it will not be submitted. 
The advantages of free trade to less than 3 percent of our population is far 
overshadowed by the sacrifices it demands of the 97 percent in prices and wages 
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and of the Government in revenues. Federal revenues alone might contrac. 
more than the increase in foreign-trade dollar volume. 

During the past 25 years internationalists have infiltrated the traditional pro- 
tectionist Republican Party with the result of me too campaigns. With tories 
heading both Republican and Democratic Parties the 3 percent win no matter 
how the 97 percent vote, The vital domestic issue of nationalism versus inter- 
nationalism is suppressed, We might as well have a one-party tory political 
administration. There is no more conflict in the political-economy philosophy of 
tory-internationalist Democrats and Republicans than exists among Russian, 
Chinese, British, French and American Communists. The so-called bipartisan 
committees and commissions of our Government whose members are carefully 
chosen Republican and Democratic tory-internationalists are as bipartisan as 
the Committee for Economic Development or a Kremlin committee. The Randall 
Committee charged with the odious duty of bringing in a free-trade report did 
not include a single patriotic nationalist concerned with the protection of our 
values applying to prices, wages, buying power and especially revenues. 

One facet of the “new front in the cold war” propaganda discloses the real 
purpose of this new tory campaign. “United States productive capacity is out- 
running United States domestic demand—and the result is thousands of business- 
men are seeking bigger outlets abroad. But if overseas customers are to buy 
more United States goods, providing more jobs for United States workers, they 
must obtain the dollars with which to pay for them,” end of quote. This is a 
proposal that we sacrifice a sizable portion of our high taxed production for 
domestic consumption for relatively tax-free competitive imports. Importers 
set up the landed costs of imports as costs of sales in income-tax accounting thus 
exempting competitive imports from a big share of our average 25 percent con- 
version of each dollar transaction into revenues. If the tariff is to be com- 
pletely eradicated the Government’s share will be nil. 

The foregoing conclusions raise another even more vital question. Can we 
consume enough imports to pay for maximum exports flowing from high geared 
facilities of overproduction? In other words if the American production is apt 
to build surpluses in our markets will the condition be improved by exchanges 
for foreign production to be dumped into our markets? Eventually we must con- 
sume both our own production plus the imports. One fact the tories refuse to 
admit is that competitive imports add to any existing surplus inventories. The 
maximum domestic consumption of both our own and foreign production is limited 
by human ability to consume and financial ability to buy. There is a practical 
limit to the ability of 6 percent of the world population to make use of 100 percent 
of the world goods and services. We may have reached that practical limit. If 
we have not attained the saturation point in consumption we can only expand 
demand in ratio to augmented buying power that is sabotaged by competitive tax- 
free imports. 

The economic problems of the United States are largely monetary problems 
the solution of which must be favorable to our average 97 percent domestic trade. 
We cannot anticipate miuch progress beyond stabilization of values and the 
eradication of price and wage disparities in our domestic 97 percent of any 
average 50 percent of total world trade as measured in our money. If we 
manage stability and parity on the level scientifically computed to generate 
revenues sufficient to equal congressional appropriations of the people’s money ; 
that demonstration of the success of service-capitalism might lead the foreign 
94 percent of the world population to repudiation of exploitation-capitalism and 
its antithesis communism. It is our destiny to make the demonstration. It is 
in truth “the last best hope on earth.” The alternatives of adopting free-trade 
capital exploitation sure to bring us the Marxian remedies for the failure of 
capitalism, as it has all over the world, area repudiation of our duty and destiny. 

We must be true to our 97-percent nationalism by making intelligent use of our 
incomparable resources and facilities. Having so much we are not justified in 
siphoning off any portion of world supplies on a price efficiency basis even though 
some fraction of 1 percent of our people might profit thereby. We ought to in- 
crease production, augmenting world supplies, under monetary policies enabling 
us to tax ourselves to pay the cost of free distribution of surpluses. So long as 
the nationalistic 97 percent of our people tax themselves to pay the costs of our 
world leadership there are no isolationists among us. Is it any more odious for 
naturally nationalistic nations to adopt harmonious economic policies than for 


naturally internationalistic countries to conform to their often enforced inter- 
nationalism? 
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The domestic and foreign economic policies of all nations are dictated, beyond 
the ability of the people and their governments to ordain otherwise, by the ratio 
of raw material production to the needs of populations. Japan simply could not 
adopt the policies designed to compliment our average 3-percent internationalism 
and 97-percent nationalism. Nor can we with any degree of realism or intelli- 
gence imitate the policies designed to supplement domestic deficiencies. Japan 
might be justified in exploitation of others but it does not follow we are justified 
in exploitation of ourselves. The theory that there can ever be world govern- 
ment with world level values has been denied by the Creator in distribution of 
populations over land areas of various resources. 

The tory apparatus in the United States is organized and operates along the 
same lines as the Communist apparatus. It sets up many fronts sponsored and 
often officered by the same people. Its propaganda purpose is serviced by typical 
Communist switches in the party line, current “new front in the cold war” being 
a fair sample. As the campaign advances all internationalists including the 
brain-washed emotional converts among the nationalistic 97 percent of our people, 
climb on the bandwagon. Since the tories infiltrated the Republican Party there 
is no responsible leadership of the nationalistic interest. In fact the Republican 
administration, with all the fervor of a new convert, is now the leader of the 
3-percent conspiracy to convert the 97-percent nationalism to the policies of free- 
trade and world-level values that has spelled economic and political disaster for 
those nations adopting exploitation-capitalism. 

The White House palace guard of internationalists isolate the President from 
nationalistic advice beneficial to the welfare of 97 percent of our people. Itisa 
safe assmumption that all nationalistic proposals are surpressed before they reach 
the President’s desk. The influence of the 150 tories, members of the Committee 
for Economie Development, surpasses that of 97 percent of the people. As a 
result the international financiers have dictated GOP farm policy and legislation 
affecting the 97-percent nationalistic domestic economy. Members of Congress 
whose constituents average 3-percent internationalists and 97-percent national- 
ists on the basis of actuarial averages, are about evenly divided on the issue. 
This situation poses a danger of capitulation to apparently overwhelming demand 
for tariff eradication. The whole issue will be decided without being submitted 
to public debate to develop public opinion. The 97 percent will not be told the 
truth that free trade and flexible price-support policies are certain to erect do- 
mestic trade barriers in the form of price and wage disparities and tax-free com- 
petitive imports contracting their dollar volume to underconsumption levels. The 
internationalists are afraid of the effect of natural human reaction best expressed 
in the Biblical admonition “For where your treasure is there will your heart be 
also.” The internationalists dare not submit the issue to the people on its merits. 

Recently the congressional committee investigating the tax-free foundations 
reported there was no evidence of intent to weaken or discredit the capitalistic 
system or favor Marxist socialism. This conclusion failed to evaluate service 
capitalism as distinct from exploitation capitalism or the effect of tax exemp- 
tion, as a policy upon the Federal revenues absolutely required for national sol- 
vency. Any policy tending to finesse 97 percent of the people out of taxable prices 
and wages is an indirect contribution to Marxian objectives. Any citizen of the 
United States in favor of free-trade competitive imports and price and wage dis- 
parities contributes to communism. Tariffs protect the values of the 97 percent, 
who support the Government, consequently they are required to protect the reve- 
nues. In our time of $75 billion budgets revenues require more protection than 
did the average gross national income of $68 billion for the years of 1921-39, 
inclusive. 

Foreign countries are realists in monetary matters. They can be made to 
understand the minimum requirements for our national solvency. Once they 
understand the source of Federal revenues is taxable prices and wages they will 
forego tax-exempt trade in our markets in favor of a continuance of handout 
largess. They will know they cannot have both at the same time without killing 
the goose that lays the golden eggs. They must be made to realize they are not 
entitled to a tax subsidy in any trade with us. Good neighbor policy does not go 
that far. If it could be limited to foreign trade dollar volume we could absorb 
the loss. But we cannot tolerate a loss extending to contraction of farm income, 
payrolls and national income finessing the nationalistic 97 percent of our people 
out of tax liability, on the scale of $75 billion budgets. 

We have reached the point of no return in fiscal matters. We must earn the 
cost of defense against communism all over the world or see that defense col- 
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lapse. We must earn the cost of our social gains or see our society collapse. 
We must make certain that the Government’s share of each dollar transaction 
is protected and collected. We cannot in justice to ourselves sacrifice any portion 
of the revenues. We must capture any and all present tax subsidies to equalize 
the tax burden. It is the only known way to reduce taxes except we reduce 
Government spending. Those who advocate tax subsidized free-trade ought to 
be suspect and odious for they seek to profit from the differential between rev- 
enues from import trade compared with 500 percent higher tax revenues arising 
from the displaced 100 percent domestic production. Instead they occupy the 
favorite positions of trust and power and influence. 

If the executive department of our Government and the Congress. would adopt 
policies harmonizing with the service-capitalism achievements of the national- 
istic 97 percent of our free enterprise and conduct a world propaganda for the 
eradication of both exploitation-capitalism and communism we would be true 
to our nature and destiny. There is no logic or reason for present propaganda 
directed to the nationalistic 97 percent of our people in an effort to sell them on 
the exploitation-capitalism that has been discredited by history. If the Euro- 
pean colonial empires could not make a success of exploitating foreign popula- 
tions there is little prospect of our succeeding by exploiting ourselves. Adding 
our strength and prestige to that fallen cause will not revive it or bring economic 
stability to America. 

We ought to emphasize the positive and factual record of service-capitalism in 
the United States. Foreigners do not distinguish between service and exploita- 
tion capitalism. All of our trade with them and all our contacts with them have 
the character of free-trade exploitation. Our foreign economic relations are 
conducted by internationalists of the same ilk as those of the hated colonial em- 
pires. The fact that we lend our political support to the old empires alines us with 
the ancient forces of economic and political aggression. As a result we are misun- 
derstood and looked upon in suspicion. We have never presented our service- 
capitalism with its virtues of equitable prices and wages to underwrite consumer 
buying power. Our service-capitalism not exploitation-capitalism is the answer 
to socialism-communism. It alone is the basis for hope for higher world stand- 
ards. Once understood by distressed populations it would change their attitude 
toward us and our world program. If the underprivileged are willing to turn 
to communism in preference to the old colonialism how much more readily they 
would turn to free-enterprise service-capitalism. Selling our system to the 94 
percent foreign world population seems a more constructive program than selling 
the discredited empire system to our 6 percent of the world’s population. With- 
out vision even the mighty free-enterprise economy of the United States will 
perish from the earth. It will lose its freedom when the disastrous free-trade 
and flexible support policies have finessed us out of buying power essential to 
domestic consumption and adequate revenues to finance our present position in 
world affairs. 

Our future economic policies ought to be predicated upon the Federal sta- 
tistical records of the successful operations of the domestic nationalistic 97 
percent of our business; instead of the discredited British system of maximum 
price efficiency and exploitation or its Marxist remedy for the failure of exploi- 
tation capitalism to provide a decent standard of life. 

Our 6 percent and the foreign 94 percent of the worlds people ought to be 
told the truths disclosed by the national bookkeeping : 

Farmers ought to know that average revenues from normal production sold 
at parity values will more than pay the cost of surplus management including 
nonsalvage disposal. 

Workers ought to be told par buying power in the first turn 50 percent of 
our domestic mass market is essential to full employment, survival of the mini- 
mum wage and the hope for the guaranteed wage. 

Consumers ought to be told that cheap farm commodities mean a cheap stand- 
ard of living and that cheap competitive imports undermine wages as well 
as consumer food costs. 

Taxpayers ought to be told the only prospect for tax relief is in every American 
having a 100-cent dollar, thus setting up equitable tax liability. 

Consumers ought to be told the cost of food averages less, compared with 
average wages, with raw material valued at par than under conditions of 
price disparity. Food is relatively cheaper now than it was during the 1930's. 

All Americans ought to be told about the effects of tax-free trade competitive 
imports on their pocketbooks. 
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All of our wealth originates as raw materials extracted from the bounties of 
our natural resources. If we price it on the proper level adding to its value in 
transportation, processing and merchandising, without invoking price or wage 
disparities designed to exploit any of us out of a fair share of the national 
income, we will all end up with enough money to meet both private and public 
costs. ‘This is true because we started with an average of 97 percent of all 
the new wealth raw materials we need. Having 97 percent of our real wealth 
we Ought to have the intelligence to manage 100 percent of the dollars we 
require. 

Let the proponents of tax-free trade explain its effects on federal revenues. 
When they appear to give testimony on the benefits of free-trade tax subsidies 
to foreigners ask how the 97 percent will earn the dollars to support the Govern- 
ment when our markets are flooded with competitive imports. 

The conspiracy to saddle the American people with tax-free trade converting 
our successful service capitalism to the discredited exploitation capitalism of 
the European colonial empires is some form of treason. If Congress repeals the 
tariff instrumentality for regulation of the value of our money with foreign 
money how will it discharge its constitutional trust? How then will the domestic 
values of our nationalistic 97 percent be protected from manipulation? How 
can we escape the evil Marxist remedies for failure of exploitation capitalism in 
repudiation of our proven service capitalism? To accomplish the treasonable 
conversion to tax-free trade in the name of a new front in the cold war against 
communism is malfeasance betraying history and logic. There is abundant evi- 
dence that tax-free trade will contract revenues more than it will augment trade 
dollar volume. 

PAUL T. BEARDSLEY, 
Lawson, Mo. 


CROMPTON-SHENANDOAH Co., 
Waynesboro, Va., January 13, 1955. 
Hon. Howarp W. SMITH, 
House Office Building, Washington, D. C. 


DEAR MR. SMitH: I have written you a number of times recently regarding 
a personal problem of my household, and you have been most helpful to me 
so I feel I must now call to your atention a grave problem which threatens the 
very existence of my company. 

Crompton-Shenandoah Co. is a wholly owned subsidiary of the Crompton Co., 
a Delaware corporation, which also owns Crompton-Highland Mills, of Griffin, 
Ga., and Arkansas Cotton Mills, of Morrilton, Ark. We are the original manu- 
facturers of velveteens and corduroys in this country, having brought the art 
over from England about 1880. 

Crompton-Shenandoah Co. employs today 941 people in the cutting, dressing, 
dyeing and finishing of velveteens and corduroys, and in the weaving, dyeing, 
Tariff Commission and the Committee for Reciprocity Information and on 
velveteens, 428 on corduroys, and 227 on velveteens. 

Our problem is that we have already lost a large percentage of our domestic 
velveteen market to Japanese competition and are in danger of losing all of 
the business to Japanese competition if the tariff is further reduced. In fact, 
we believe that the tariff on velveteens should be increased so as to make it 
possible for French, Italian, and English manufacturers, with which we can 
compete on a fairly even basis, to sell in the United States market. 

Our industry has presented an elaborate brief to both the United States 
Tariff Commission and the Committee for Reciprocity Information and on 
December 21, Mr. Howard Richmond, vice president of Crompton Co., appeared 
before the Committee for Reciprocity Information, and United States Tariff 
Commission and presented oral testimony. 

We have done, and are doing everything we know how to do to convince the 
proper authorities that no further reduction should be made in the tariff on 
velveteens, which has already been reduced from 6214 to 3114 percent since 1930. 

I thought, however, that you should know that on January 5, 1952, we employed 
174 people in our velveteen cutting department at Waynesboro, and on January 
8, 1955, we employed 87, or a reduction of exactly one-half. The same applies 
to every other operation throughout the plant which works on velveteens. 
Velveteen, however, is one of the items listed for further reduction in connec- 
tion with negotiations with Japan. 

Domestic sales of the entire velveteen industry have decreased from 7,660,000 
square yards in 1951 to 5,693,000 in 1954, while importations have increased 
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from 2,677,013 square yards to 4,400,000 square yards. This should prove that 
it is not just our company that is suffering, but the entire industry. 

May I request that you do all you can to prevent any further reduction in 
velveteen tariffs. May I also request that you postpone voting one way or 
the other on the extension of the Trade Agreements Act until the results of 
the Japanese agreement, the Tariff Commission report scheduled for March, 
the figures the Tariff Commission sent to the Finance Committee, and the 
GATT negotiations, are known. 

With kindest personal regards, 

Yours very truly, 
C. H. Merriman, ZJr., 
Executive Vice President. 


(The following memorandum was included at the request of the 
Honorable Herman P. Eberharter :) 


CONSTITUTIONALITY OF THE TRADE AGREEMENTS ACT 


After more than 20 years of the trade-agreements program it is now generally 
conceded that the constitutionality objections which have been raised against 
the trade-agreements program are completely unjustified. However, because 
of the importance of giving careful consideration to the constitutional aspects 
of proposed legislation, this matter, which has been thoroughly examined by the 
Congress every time it has extended the trade-agreements legislation, has been 
reviewed again. The review follows. 


DOES THE TRADE-AGREEMENTS ACT CONTAIN AN UNCONSTITUTIONAL DELEGATION TO 
THE PRESIDENT? 


The constitutionality of the Trade Agreements Act as such, either as illegal 
delegation by Congress or as authorizing the conclusion of agreements which 
could only be consummated as formal treaties requiring Senate approval, was 
frequently raised during the early years of the trade-agreements program. The 
report of the House Ways and Means Committee on the original trade-agreements 
legislation, reprinted as a part of the Senate report on the same bill, stated that 
the committee had “given particular attention to the question of constitutional- 
ity,” and added that, ‘“The proposed bill goes no further than many previous enact- 
ments of the Congress; in fact, it follows a current legislation enacted from the 
early days of our history” (73d Cong., 2d sess., H. Rept. 1000, p. 7; ibid., 8. Rept. 
871, p. 10). Again, in recommending renewal, with extended authority, of the 
Trade Agreements Act in 1945, the same committee expressed the view “that 
(1) no constitutional or other legal considerations require Senate ratification 
of trade agreements and (2) the Trade Agreements Act involves no improper 
delegation of legislative power” (79th Cong., Ist sess., H. Rept. 594, pp. 10 and 
34, 

During the debates on the 1937 renewal Representative Vinson, later Chief 
Justice of the United States, referred to the charge that the Trade Agreements 
Act “unconstitutionally delegates taxing and treaty power” (81 Congressional 
Record 1028) : 

“For the life of me, I cannot understand how this defense would be set up at 
this time * * *, This matter is really not debattable. The placing of this dis- 
cretion in the Chief Executive of the United States is not an unconstitutional 
delegation of power.” 

Moreover, in 1940 Attorney General Jackson, now the late Justice Jackson, 
transmitted to the Secretary of State a memorandum setting forth “the author- 
ities and principles which sustained a strong personal conviction on my part 
that there is no constitutional objection to this act, and that agreements executed 
under it are constitutionally unassailable” (76th Cong., 3d sess., S. Rept. 1797, 
p. 5; for the memorandum see Finance Committee (Senate), Extension of 


1See also 75th Cong., Ist sess., H. Rept. 166, pp. 14 to 16; 76th Cong., 3d sess., H. Rept. 
1495, pp. 34 to 36; ibid., 8. Rept. 1297, pp. 5 to 8. 
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Reciprocal Trade Agreements Act (hearings on H. J. Res. 407, 1940, hereinafter 
referred to as Senate hearings, 1940, pp. 728 to 743).” 


HISTORICAL PRECEDENTS 


From the very early years of the Republic, Congress has enacted legislation 
on matters involving foreign commerce, with or without a reference to the use 
of international agreements, authorizing the Executive to give effect to various 
details of policy laid down by the Congress. As early as 1792 legislation was 
enacted authorizing the Postmaster General, “to make arrangements with post- 
masters in any foreign country for the reciprocal receipt and delivery of letters 
and packets” (act of February 20, 1792, sec. 26, 1 Stat. 231), and such authority 
has since been continued in one form or another.’ Postal agreements under this 
legislation dealing with numerous matters have been applied by the courts; 
the Supreme Court in 1882 held such an agreement to be “the law of the land” 
(Cotzhausen v. Nazro, 107 U. S. 215) and Solicitor General Taft, later Chief 
Justice, stated that the statutory provisions for the conclusion of such agree- 
ments “are constitutional and valid’ (19 Op. Atty. Gen., 513 to 521, at 521). 

In 1794, as part of the program for the removal of discriminations against 
United States commerce (Department of Justice memorandum, Senate hearings, 
1940, p. 729), an act was passed empowering the President to lay an embargo on 
all commerce with the United States “whenever, in his opinion, the public safety 
shall so require,” and to,continue or revoke such embargoes whenever he con- 
sidered proper (act of June 4, 1794, 1 Stat. 372). This was followed, until 1810, 
by at least six other statutes giving authority to the President with regard to 
trade matters.‘ The act of May 1, 1810, provided that if Great Britain or France 
should cease to violate the neutral commerce of the United States and the Presi- 
dent should so proclaim, and if the other country should not do the same within 
a specified time, certain earlier provisions of legislation “shall * * * be revived, 
and have full force and effect,” after a specified period following such proclama- 
tion, in respect of the country failing to modify its practices (sec. 4, 2 Stat. 604). 
In reply to an argument that by this section “Congress could not transfer the 
legislative power to the President,” the Supreme Court held, “we can see no 
sufficient reason, why the Legislature should not exercise its discretion of reviving 
the act of March 1, 1809, either expressly or conditionally, as their judgment 
should direct” (The Aurora (7 Cranch 382 to 388, at 386) ). 

As emphasized by Senator George, in discussing the constitutionality of the 
original trade-agreements bill, the dates of many of these acts “of course, dis- 
closes that they came early after the establishment of the Government under the 
Constitution when many of those who participated in framing the Constitution 
were, of course, actually participants in much of the legislation passed” (7 
Congressional Record, p. 10073). Comparable legislation giving powers to the 
Executive with regard to matters of foreign trade continued to be enacted during 
the remainder of the first third of the 19th century. 

In connection with section 4228 of Revised Statutes, authorizing the President 
to suspend discriminating tonnage dues in the case of countries not diserimi- 
nating against the United States, a number of executive agreements were entered 
into with Spain in 1884, 1886, 1887, and 1888. (See Senate hearings, 1940, p. 733.) 

Section 3 of the Tariff Act of 1890 provided that, “With a view to securing 
reciprocal trade with countries” producing specified articles, “whenever, and so 
often as the President shall be satisfied that the government of any country * * * 


2The constitutionality of the Trade Agreements Act has never been considered by the 
courts, although in the early days of the program two unsuccessful attempts were made to 
have the ad passed on judicially (fletcher v. United States, 92 F. (2d) 713; and 
Wislar v. United States, 97 F. (2d) 152, cert. den., 59 Sup. Ct. 98). There have since been 
a number of ways in which the constitutionality could have been raised, but it is not 
known of any further attempts to bring the question into court. For other general dis- 
cussions as to the constitutionality of the Trade Agreements Act see articles by Francis B. 
Sayre (39 Col. Law Rev., 751 to 775), Green H. Hackworth (21 A. B. A. J. 570 to 573), 
and William 8. Culbertson (ibid., 660), and speech by Willard B. Cowles, Proc. U. 8. L. L., 
1987, 81 to 84. 

*See below under question 8 for further details regarding the authorization for postal 
agreements, the provisions of such agreements, and their application. 

“These were acts of June 13, 1798 (1 Stat. 565); February 9, 1799 (1 Stat. 613); 
February 27, 1800 (2 Stat. 7) ; December 19, 1806 (sec. 3, 2 Stat. 411); March 1, 1809 
2 Stat. 528); and May 1, 1810 (sec. 2, Stat. 605). For a summary of these statutes see 

partment of Justice memorandum (Senate hearings, 1940, pp. 730 and 731). 
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imposes duties or other exactions upon the agricultural or other products of the 
United States, which * * * he may deem to be reciprocally unequal and unrea- 
sonalhle, he shall have the power and it shall be his duty to suspend” the duty-free 
treatment of such products exported from such country (26 Stat. 567). While 
this provision was in effect, Secretaries of State Blaine and Foster concluded 
some 12 executive agreements in order to obtain assurances that other countries 
would give such treatment as was considered requisite for the continuation by 
the United States of the duty-free treatment provided for in that act (concerning 
these agreements see further under question 3). When the constitutionality of 
section 3 was contested before the Supreme Court, the Court referred to some of 
the earlier legislation giving the President discretion in the application of trade 
restrictions, and then added (Field y. Clark (1438 U. S. 649) ): 

“The act of October 1, 1890, * * * does not, in any real sense, invest the Presi- 
dent with power of legislation, * * * Congress itself prescribed, in advance, the 
duties to be levied, collected, and paid, * * * nothing involving the expediency 
or the just operation of such legislation was left to the determination of the 
President. 

“The words, ‘he may deem’ in the third section, of course, implied that the 
President would examine the commercial regulations of other countries and form 
a judgment as to whether they were reciprocally equal and reasonable * * * what 
the President was required to do was simply in execution of the act of Congress. 
It was not the making of law. He was the mere agent of the lawmaking depart- 
ment to ascertain and declare the event upon which itg express will would take 
effect * * *, 

“The court is of the opinion that the third section of the act of October 1, 1890, 
is not liable to the objection that it transfers legislative and treatymaking power 
to the President.” Section 3 of the Tariff Act of 1897 provided that, “For the 
purpose of equalizing the trade of the United States with foreign countries” 
producing specified products, “the President be, and he is hereby, author- 
ized, * * * to enter into negotiations with the governments of those coun- 
tries * * * with a view to the arrangement of commercial agreements in which 
reciprocal and equivalent concessions may be secured in favor of products and 
manufactures of the United States; and whenever the government of any country 
shall enter into a commercial agreement with the United States, or make conces- 
sions in favor of the products or the manufactures thereof, which, in the judgment 
of the President, shall be reciprocal and equivalent, he * * * is * * * author- 
ized * * * tosuspend * * * the imposition and collection of the duties mentioned 
in this act” for such products; lower duties would therefore become applicable 
(30 Stat. 151, at 203). Fifteen agreements were concluded, some of the later 
ones signed by Secretary of State Root and proclaimed by President Taft, under 
this provision. (See below under question 3 for further details regarding these 
agreements.) The Supreme Court described one of these agreements as “an 
international compact, although not a treaty possessing the dignity of one 
requiring ratification by the Senate” (Altman & Co. v. United States, 224 U. 8. 
‘583 at 601). 

The Tariff Act of 1922 contained two provisions relevant here. Section 315 
provided: “in order to regulate the foreign commerce of the United States and 
to put into force and effect the policy of Congress by this act intended, whenever 
the President, upon investigation of the differences in costs of production of 
articles wholly or in part the growth or product of the United States and of 
like or similar articles wholly or in part the growth or product of any competing 
foreign country shall find it thereby shown that the duties fixed in this act do 
not equalize the said differences in costs of production in the United States 
and the principal competing country he shall, by such investigation, ascertain 
said differences and determine and proclaim the changes in classifications or 
increase or decrease in any rate of duty provided in this act shown by said 
ascertained differences in cost of production necessary to equalize the same” 
(42 Stat. 858). Provision was made for investigations by the Tariff Commission 


S Reference might also be made to an agreement of 1910 with Portugal, presunmiay 
concluded in connection with the issuance of proclamations under the Tariff Act of 190 
which authorized the President, when he should be satisfied “in view of the character of 
concessions granted in the minimum tariff of the United States, that the government of 
any foreign country imposes no terms or restrictions * * * which unduly discriminate 
against tne United States or the products thereof * * * and that such foreign country 
accords * * * treatment which is reciprocal and equivalent,” to so declare by proclama- 
tion, with result that the minimum tariff would apply (36 Stat. 11 for the legislation ; 
3 Treaties (Redmond) 2805 for the agreement with Portugal; and 36 Stat. (pt. 2) 2519 
and 2543 for the proclamations regarding Portugal). 
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to assist the President, and limitations were imposed that duties might not be 
increased or decreased by more than 50 percent, and that articles could not be 
transferred between the dutiable and free lists. Comparable provisions were 
continued in section 336 of the Tariff Act of 1930 (46 Stat. 590 and 591). 

The constitutionality of this section was upheld by the Supreme Court in the 
case of Hampton & Co. v. United States (276 U. 8S. 394). Chief Justice Taft, 
speaking for the Court, recognized that it might be difficult “‘to fix with exactness 
this difference” in costs of production and that “because of the difficulty in 
practically determining what that difference is, Congress seems to have doubted 
that the information in its possession was such as to enable it to make the adjust- 
ment accurately and also to have apprehended that with changing conditions the 
difference might vary in such a way that some readjustments would be necessary 
to give effect to the principle on which the statute proceeds.”” Consequently the 
President was authorized “to carry out this policy and plan and to find the 
changing difference from time to time, and to make the adjustments necessary 
to conform the duties to the standard underlying that policy and plan.” Re- 
ferring to the division of power in our Government, the Court held that one 
branch might “invoke the action of the two other branches insofar as the action 
invoked shall not be an assumption of the constitutional field of action of another 
branch,” in determining which “the extent and character of that assistance must 
be fixed according to commonsense and inherent necessities of the governmental 
coordination.” [Italics added. ] 

After quoting several cases sustaining the constitutionality of the delegation 
of ratemaking functions to commissions (including Interstate Commerce Com- 
mission v. Goodrich Transit Co., 224 U. 8. 194; and State v. Chicago, Milwaukee 
and St. Paul Railroad Co., 134 U. 8S. 418), the Chief Justice stated that “The 
same principle * * * justifies a similar provision for fixing of customs duties 
on imported merchandise.” He then laid down the following general rule: 

“If Congress shall lay down by legislative act an intelligible principle to 
which the person or body authorized to fix such rates is directed to conform, such 
legislative action is not forbidden delegation of legislative power. If it is 
thought wise to vary the customs duties according to changing conditions of 
production at home and abroad, it may authorize the Chief Executive to carry 
out this purpose, with the advisory assistance of a Tariff Commission appointed 
under congressional authority. This conclusion is amply sustained by a case 
in which there was no advisory commission furnished the President—a case 

‘to which this Court gave the fullest consideration nearly 40 years ago.” [Italics 
added. ] 

The other relevant provision of the Tariff Act of 1922 was section 317, stating 
that the President, when he finds that the public interest will be served thereby, 
shall proclaim additional duties, or embargoes, on imports from countries im- 
posing unreasonable transit duties on articles of United States production, or 
discriminating against the commerce of the United States in such a manner as 
to place the United States at a disadvantage compared with any foreign country 
(comparable provisions in sec. 338, Tariff Act of 1930). This section, together 
with the general policy throughout the act to otherwise provide uniform rates 
of duty, constituted the underpinning of the policy of unconditional most- 
favored-nation treatment formulated by Secretary of State Charles Evans 
Hughes in 1923.' 

In addition to including the unconditional most-favored-nation clause in sub- 
sequent general commercial treaties, Secretary of State Hughes inaugurated a 
new series of executive agreements, which have been continued by his successors 
under the Tariff Acts of 1922 and 1930, providing for most-favored-nation treat- 
ment as to customs duties and to an increasingly large number of other matter 
relating to trade (see below under question 3 for further analysis of some of 
these agreements). 

The long line of precedents for embodying commercial provisions consistent 
with existing legislation in executive agreements, whether or not their in- 
clusion has been expressly authorized, furnishes firm support for the position 
enunciated by legislators themselves, that agreements under the Trade Agree- 


*See also United States vy. Sears Roebuck Co. (20 C. C. P. A. (Cust.) 295, cert. den.. 
290 U. S. 633), upholding the constitutionality of the comparable provisions of sec. 336 
of the Tariff Act of 1930. 

7 See letter from Commissioner William 8S. Culbertson of the Tariff Commission to 
Secretary of State Hughes, making this argument (1 For. Rel. 1923, 121), and circular 
instruction by the Secretary of State regarding the inclusion of most-favored-nation clauses 
in new commercial treaties (ibid., 131 to 133). 
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ments Act may be validly made without their submission to the Senate as 
formal treaties in a constitutional sense. As pointed out by Senator George 
during the debate on the original trade-agreements legislation, the ‘“‘Constitu- 
tion places a check on the President’s power to enter into treaties by imposing 
the requirement” of senatorial advice and consent, “but no such extraordinary 
requirement exists with respect to commitments with foreign governments when 
such commitments give effect to the will of the people as expressed by previous 
acts of Congress” (78 Congressional Record, p. 10072, see also ibid., p. 10077). 


STANDARDS IN TRADE AGREEMENTS ACT 


An examination of the Trade Agreements Act in the light of the decision by 
Chief Justice Taft in the Hampton case discloses that it meets fully the con- 
stitutional criteria therein set forth. It has frequently been pointed out, in 
this connection, that the problem of determining costs of production which was 
involved in the Hampton case was actually an extremely difficult task to accom- 
plish with any precision and that in effect what was being done was the working 
out, on a “commonsense” basis, of the necessities of “governmental coordina- 
tion.” (See Senator George, 78 Congressional Record, pp. 10075 and 10076; 
Department of Justice memorandum, Senate hearings, 1940, p. 741; Department 
of State memorandum, Ways and Means Committee (House), Extending Re- 
ciprocal Foreign Trade Agreement Act; hearings on H. J. Res. 96, 1987 (here- 
after referred to as House hearings, 1937), 1941; and Sayre’s article, 39 Col. 
Law Rev. 678.) 

The Trade Agreements Act states, at its outset, a basic purpose of “expanding 
foreign markets for products of the United States (as a means of assisting in 
establishing and maintaining a better relationship between various branches 
of American agriculture, industry, mining and commerce).” This basic purpose 
is important in assessing whether the delegations involved in the President’s 
acting, and the type and extent of action he may take, meet this Court’s criteria. 

With respect to the first, the President’s acting at all, section 350 contains 
specific language that before acting the President shall find as a fact “that exist- 
ing duties or other import restrictions of the United States or any foreign coun- 
try are unduly burdening and restricting the foreign commerce of the United 
States and the purpose above declared will be promoted” by a trade agreement. 

In addition to the basic purpose and certain express limitations and pro- 
cedures, discussed below, the act contains two further specific indications as’ 
to the standard to be applied by the President in giving effect to the section. 
The first is that he shall act “by regulating the admission of foreign goods into 
the United States in accordance with the characteristics and needs of various 
branches of American production so that foreign markets will be made avail- 
able to those branches of American production which require and are capable 
of developing such outlets by affording corresponding market opportunities for 
foreign products in the United States.” Thus, one aspect of this standard relies 
heavily on the basic purpose of expanding foreign markets. The second stand- 
ard is the authority to proclaim such modifications and continuances “as are 
required or appropriate to carry out any foreign trade agreement that the 
President has entered into” under this section. 

The standard embodied in the required finding that duties and other import 
restrictions are unuly burdening and restricting foreign trade is almost in the 
same terms as the standards contained in earlier legislation reaching back to 
1890 (see above). 

Similarly, the standard of obtaining foreign markets for United States prod- 
ucts is not only basie to the legislation, and readily susceptible of decision by 
the judgment of the President, but is clearly, in “commonsense” terms, a de- 
termination which the President, not Congress, is best able to make in view 
of the information at his command through reports of his ambassadors and 
ministers which assist him in his exercise of constitutional authority over the 
foreign relations of the United States. The Ways and Means Committee report 
on the original trade-agreements legislation declared that “protection is * * * 
necessary for agricultural and industrial pursuits involving millions of farmers 
and workingmen who would normally be engaged in agriculture and industry 
to produce goods for our foreign trade” (73d Cong., 2d sess., H. Rept. 1000, 
p. 13; see also ibid., S. Rept. 871, p. 16, and Department of State memorandum 
in Senate hearings, 1937, p. 141). 

Regarding this standard, Senator George stated during the debates on the 
original Trade Agreements Act that changes through executive action “cannot 
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be frankly and honestly predicated upon any other ground, save the expansion 
of our foreign commerce and the opening of markets for American-made prod- 
ucts” (78 Congressional Record, p. 10076). To this he subsequently added: 

“No fairminded person can say that the principle of bargaining to open the 
lanes of distribution and markets of consumption by the Chief Executive in aid 
of the domestic producer is not as intelligible and practicable a principle within 
the rule announced in the Hampton case as that of equalizing the costs of produc- 
tion the world over as compared with prevailing costs in the United States” 
(ibid., 10077). 

The standard regarding regulation of the admission of goods in accordance 
with the characteristics and needs of various branches of American production 
is closely related to the statutory authority of the President to proclaim modifi- 
cations and continuances with respect to various United States restrictions. 
Eee this standard, the 1987 memorandum from the Department of State 
ndicated ; 

“The legislative history discloses an unmistakable congressional intent that 
domestic duty reductions should in no case—regardless of the concessions to our 
export trade offered in return—be granted without a careful study of the effect 
of such a reduction upon the position of American producers in the domestic 
market and a determination that no sound and important domestic interest 
would be unduly injured thereby. Congress did not authorize the President 
to adopt a policy of ‘50 percent free trade’ to the extent that foreign nations might 
offer equivalent concessions” (House hearings, 1937, p. 140; see also, Sayre in 39 
Col. Law Rev. 766). 

The standard that the President may proclaim only what is required or appro- 
priate to carry out a trade agreement is likewise fully appropriate. Since the 
agreement itself must contain benefits to be obtained for American exports as well 
as modifications and continuances to be proclaimed by the President with respect 
to the treatment of imports by the United States, it creates a basic and ascertain- 
able standard of give and take. As stated by the State Department in the 1937 
memorandum : 

“Thomas Jefferson, Secretary of State Blaine, President McKinley, and Theo- 
dore Roosevelt all urged a policy of tariff reciprocity which would extend protec- 
tion to our export producers. Such a policy has from time to time been adopted 
in the platforms of both major parties and was specifically incorporated in the 
Tariff Acts of 1890 and 1897. This concept has thus acquired ‘a common under- 
standing’ which, in the language of the Supreme Court, gives it ‘the quality of a 
recognized standard’ ” (House hearings, 1937, p. 140). 

As stated by Representative (later Chief Justice) Vinson: 

“Now, if we proceed to operate on those rates under the flexible tariff we 
reduce our tariff rates without reducing the retaliatory rates: foreign countries 
will get the benefit of our reductions, but their tariffs will not have been lowered. 
Their tariff barriers in the way of restrictions and quota would not be affected 
and we would get no concessions for the lowering of these tariff rates; whereas, 
under the Reciprocal Trade Agreements Act, expressing the same constitutional 
power which is the basis of the flexible-tariff provisions, Congress has passed a 
Trade Agreements Act vesting the President with the same power that he has 
under the flexible-tariff provision—to increase or lower tariff rates within the 
same limits ; but coupled with that power and discretion you have the opportunity 
of trading and bargaining and securing the lowering of tariff barriers against 
those things which we want to export and, likewise, the removal of tariff restric- 
tions and tariff quotas which have retarded our goods moving into the world 
markets, all in consideration of our lowering the excessive unreasonable barriers 
set up in the Smoot-Hawley Tariff Act. Boiled down, the Reciprocal Trade 
Agreements Act is the flexible-tariff provision exercised for valuable considera- 
tion” (81 Congressional Record, p. 1030). 

There can be no doubt, it is submitted, that the standards set forth in the 
Trade Agreements Act meet fully the criteria laid down by Chief Justice Taft in 
the Hampton case. 

When it is considered that the Supreme Court of the United States has held 
that a standard no more definite than “public interest” (New York Cent. Securi- 
ties Corp. v. United States, 287 U. S. 12, at 24), “public convenience, interest, or 
necessity” (Federal Radio Commission y. Nelson Bros. Bond and Mortgage Co., 
289 U. S. 266 at 285; National Broadcasting Co. v. United States, 319 U. 8. 190, 
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at 225; Federal Communications Commission vy. Pottsville Broadcasting Co., 309 
U. 8. 134, at 138), and “excess profits” (Lichter v. United States, 334 U. 8S. 742 
at 783) were fully sufficient to satisfy constitutional requirements regarding dele- 
gation, it is clear that the more substantial standards in the Trade Agreements 
Act are more than sufficient compliance with “common sense and the inherent 
necessities of the governmental cooperation,” which is the touchstone of the 
Hampton case. 

It is relevant here to point out the limitations in the Trade Agreements Act 
to the effect that the President may not increase or decrease duties by more 
than 50 percent or move duties between the dutiable and free lists. In addition, 
before entering into any trade agreement, he must give interested persons an 
opportunity to present their views and seek information and advice with respect 
to such trade agreements from the Departments of State, Agriculture, Commerce, 
and Defense, as well as obtaining particular information from the Tariff Com- 
mission regarding possible injury to domestic producers "(sec. 4 of the Trade 
Agreements Act, as amended, 19 U.S. C. (1952) 1354; sec. 3 of the Trade Agree- 
ments Extension Act of 1951, 65 Stat. 72; and see also E. O. 10082, 3 C. F. R., 
1949 Supp., p. 125). The memorandum from the Department of Justice trans- 
mitted by Attorney General Jackson in 1940 explained : 

“It is not important from the point of view of the constitutionality of a law 
delegating authority to an agency with respect to tariff matters whether the 
Congress specifies a particular rate to be applied in a given situation or a maxi- 
mum or minimum rate beyond the limits of which changes may not be made. 
Both classes of legislation have been enacted and have been held to be constitu- 
tional by the Supreme Court” (Senate hearings, 1940, p. 742). 

Moreover, the Supreme Court has recognized that, when dealing with Executive 
action pursuant to statutes relating to foreign relations, an especially broad 
discretion must be left to the President. In United States v. Curtiss-Wright 
Export Corp, (299 U. S. 304), involving a statute authorizing the President to 
proclaim a limited export embargo if he should find such action in the case of a 
particular armed conflict abroad might “contribute to the reestablishment of 
peace” (act of May 28, 1934, 48 Stat. 811), the Court stated: 

“It is important to bear in mind that we are here dealing not alone with an 
authority vested in the President by an exertion of legislative power, but with 
such an authority plus the very delicate, plenary, and exclusive power of the 
President as the sole organ of the Federal Government in the field of international 
relations—a power which does not require as a basis for its exercise an act of 
Congress, but which, of course, like every other governmental power, must be 
exercised in subordination to the applicable provisions of the Constitution. It 
is quite apparent that if, in the maintenance of our international relations, 
embarrassment—perhaps serious embarrassment—is to be avoided and success 
for our aims achieved, congressional legislation which is to be made effective 
though negotiation and inquiry within the international field must often accord 
to the President a degree of discretion and freedom from statutory restriction 
which would not be admissible were domestic affairs alone involved. Moreover, 
he, not Congress, has the better opportunity of knowing the conditions which 
prevail in foreign countries, and especially is this true in time of war. * * * 

“When the President is to be authorized by legislation to act in respect of a 
matter intended to affect a situation in foreign territory, the legislator properly 
bears in mind the important consideration that the form of the President’s ac- 
tion—or, indeed, whether he shall act at all—may well depend, among other 
things, upon the nature of the confidential information which he has or may 
thereafter receive, or upon the effect which his action may have upon our for- 
eign relations. This consideration, in connection with what we have already 
said on the subject, discloses the unwisdom of requiring Congress in this field 
of governmental power to lay down narrowly definite standards by which the 
President is to be governed. * * 

“In the light of the foregoing Hii it is evident that this court should 
not be in haste to apply a general rule which will have the effect of condemning 
legislation like that under review as constituting an unlawful delegation of 
legislative power. The principles which justify such legislation find overwhelm- 
ing support in the unbroken legislative practice which has prevailed almost from 
the inception of the National Government to the present day” (ibid., 319 to 322). 

Similar considerations have been pointed to by the Supreme Court in Fong Yue 
Tong v. United States (149 U. S. 698), involving execution of the immigration 
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laws, and in Norwegian Nitrogen Co. v. United States (288 U. S. 294) and Bush v. 
United States (310 U. S. 371), both involving the flexible tariff provisions upheld 
in the Hampton case. 

The provisions of the Trade Agreements Act authorizing the President to 
enter into and carry out trade agreements are fully in accord with the Consti- 
tution of the United States of America. 


(Whereupon, at 7:10 p.m., the hearing was closed.) 


x 








